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ABSTRACT 
 
 
 
 

International Opportunities Recognition (IOR) is the heart of International 
Entrepreneurship (IE) literature and has been found to be the main success factor in 
IE studies.  Despite its importance, IOR is also the major barrier for the 
internationalization of SMEs.  Prior studies on IOR have focused on the role of 
individuals and characteristics of firms and found that SMEs suffered from 
individual’s cognitive limitation and firm’s insufficient resources.  However, little is 
known about the methods adopted by entrepreneurs to compensate the individual’s 
cognitive and firm’s resource limitation for opportunity recognition.  This study 
approached the problem by adopting a Network Based View (NBV) derived from IE 
literature and applied the network to IOR.  The purpose of this study is to explore the 
significant role of Export Intermediaries Networking (EIN) in finding opportunities 
in international markets and achieving export satisfaction for SMEs based on the 
limitation of individual cognitive and firm’s resources. NBV was used to examine 
the mediating effect of IOR on the relationship between EIN with export satisfaction.  
Besides that, the study attempted to determine the relationship between IOR and 
export satisfaction.  A quantitative method using simple random sampling was 
employed.  A cross-sectional was utilized using structured questionnaire from which 
265 responses out of 500 managers of SMEs manufacturer  in Malaysia responded to 
the questionnaire.   Multiple regression, bivariate correlation, and path analysis were 
employed to test the relationship between variables.   Findings revealed that EIN had 
positive significant correlation with IOR and export satisfaction.  In addition, this 
study found a positive significant correlation between IOR and export satisfaction.  
Beside that, IOR mediated the relationship between EIN and export satisfaction.  
Results for marketing capabilities, experience assets, and relation assets significantly 
clarify regression showed a 67 per cent of the variance in IOR.  Likewise, these 
variables also had 57 per cent of the variance in the export satisfaction.  The findings 
of this study have contributed towards the IE literature as well as provide a new 
perspective of managerial application for export managers to move beyond their 
individual cognitive and firm’s resources limitations by networking with export 
intermediaries. 
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ABSTRAK 
 
 
 
 

International Opportunities Recognition (IOR) adalah teras kepada literatur 
International Entrepreneurship (IE) dan telah dikenal pasti sebagai faktor kejayaan 
utama dalam kajian IE. Walaupun IOR adalah penting namun IOR menjadi halangan 
yang signifikan kepada pengantarabangsaan SMEs. Kajian-kajian lepas berkaitan 
IOR telah menumpukan peranan individu dan ciri-ciri firma sementara SMEs 
menderita akibat kognitif terhad individu dan kekurangan sumber firma. Dalam pada 
itu kaedah yang digunakan oleh usahawan untuk membayar individu dan sumber 
firma yang terhad untuk meraih peluang pengiktirafan dikenal pasti. Kajian masa 
kini mengatasi isu ini dengan mengadaptasikan Network Based View (NBV) yang 
dihasilkan daripada literatur IE dan menilai kebolehgunaannya untuk IOR. Tujuan 
kajian masa kini adalah untuk merungkai peranan signifikan Export Intermediaries 
Networking (EIN) untuk meraih peluang-peluang dalam pasaran antarabangsa dan 
kepuasan eksport dalam SMEs berikutan keterhadan kognitif individu dan sumber. 
Dengan penggabungan NBV kajian ini menguji kesan pengantara IOR dalam 
hubungan antara EIN dengan kepuasan eksport. Kajian ini juga cuba menentukan 
hubungan antara IOR dengan kepuasan eksport. Kaedah kuantitatif dan persampelan 
rawak mudah telah digunakan dalam kajian ini. Satu  soal selidik berstruktur telah 
diedarkan kepada 500 orang pengurus kilang SMEs di Malaysia. Kajian cross-
sectional telah digunakan dan sebanyak 265 maklum balas daripada 500 soal selidik 
telah diterima.  Multiple regression, korelasi Bivariate dan path analysis telah 
digunakan untuk menguji hubungan antara pemboleh ubah. Hasil kajian telah 
membuktikan bahawa EIN mempunyai kolerasi positif yang signifikan dengan IOR 
dan kepuasan eksport. Kajian ini juga telah menemukan korelasi positif yang 
signifikan antara IOR dengan kepuasan eksport. Selain itu IOR telah menjadi 
pengantara hubungan antara EIN dengan kepuasan eksport. Kebolehpasaran, 
pengalaman dan perhubungan asset mengesahkan keputusan regression yang 
menunjukkan 67 peratus varian dalam IOR. Pemboleh-pemboleh ubah kajian juga 
turut memperoleh keputusan 57 peratus varian dalam kepuasan eksport. Kajian ini 
telah memperluas literature IE dan menyediakan aplikasi pengurusan yang berguna 
kepada pengurus eksport untuk keluar dari keterhadan kognitif dan kekurangan 
sumber dengan jaringan dan pengantara eksport. 
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CHAPTER 1 
 

 
 
 

 
INTRODUCTION 

 
 
 
 
 

1.1 Research Background 
 
 
Small and medium enterprises (SMEs) are important in regional, national and 

international levels due to their increasing number, the employment and job creation, 

and growth opportunities, making them worthy of further research (Moen, 2000; 

OECD, 2000). Firm growth is a multidimensional phenomenon and there is 

substantial heterogeneity in a variety of variables that may affect firm growth 

(Delmar et al., 2003). Going into international markets especially exporting to 

abroad as the simplest form considers asone of the important factors for SMEs 

growth. 

 

In the last decades, there is keen interested research on the 

internationalization in small firms.  International business literature mostly focuses 

on large firms, and theories believe that firm could be internationalizing gradually 

after a period of domestic experience and growth. Despite of the stage theory in 

internationalization business literature, scholars in the field of entrepreneurship point 

to the inconsistency between the stage theory and the empirical reality of a growing 

number of entrepreneurially oriented firms, which tends to adopt a global focus from 

their conception.  

 

In the response of small firms that are global born from their establishment, 

International Entrepreneurship (IE), as a new field of inquiry, appears to have drawn 

both from International Business (traditionally focused on larger firms) and from 

Entrepreneurship (focused on small firms). Therefore, IE became a new field of 
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study whichwas merger of international business and entrepreneurship studies. 

McDougall and Oviatt defined IE as “the discovery, enactment, evaluation, and 

exploitation of opportunities across national borders to create future goods and 

services” (McDougall and Oviatt, 2003; p. 7).Consequently, the heart of IE studies is 

the way of thinking and making decisions about recognizing and utilizing the 

opportunities (Shane and Venkataraman, 2000).  

 

IE research and opportunity recognition is the attraction of universal 

consideration (Zahra et al., 2005). This has prompted the editors of several journals 

to call for more research investigating how entrepreneurs distinguish or discover new 

opportunities for international exchange (Dimitratosa and Jones, 2005; Stylesand 

Seymour, 2006). Regarding to this call for more research, some studies focused on 

this topic such as (Park, 2005; DeTienne, 2008; Ellis, 2011). 

 

One of the interesting topics in IE research is international opportunity 

recognition (IOR) by small and medium size firms in international markets because 

of their importance in the whole economy and the role of internationalization on 

SMEs performance. The root of opportunity recognition is originally in the classic 

entrepreneurship study (Park, 2005) and it considered on how firm and people are 

able to recognize opportunities for entering into global markets at the beginning of 

their internationalization (Park, 2005; Chandra, 2008). 

 

The primacy of opportunity identification in the entrepreneurial process is 

now well-established (Aldrich and Zimmer, 1986; Corbett, 2007; Eckhardt and 

Shane, 2003; Kirzner, 1979; Ozgen and Baron, 2007; Schumpeter, 1934; Shane, 

2000; Venkatarama, 1997).  However, the questions of “how opportunities in foreign 

markets can be identified” and  the “techniques used by entrepreneurs for recognize 

opportunity” remains under explored in the IE literature (Singh 2000; Young et al., 

2003) and is still mainly immature (Hills et al., 1999; Shane, 2000; Collarelli-

O’Connor and Rice, 2001). 

 

Availability of firm resources has the significant role in international 

opportunity recognition and internationalization. Previous studies on “how 

entrepreneur recognize opportunities in international markets” is focused on 

individual and firm characteristics while SMEs are suffering from their individual 
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and firm characteristics. Now, SMEs understood that without resources are not able 

to recognize opportunities. Therefore, they should pursue innovation task to 

compensate their resources scarcities for their internationalization. 

 

In other hand, studies shift from the focus on individual and firm’s 

characteristic toward a focus on relationships with multi-polar networks and now 

internationalization is a function of multi-polar networks involving special 

relationships.Now, studies show that entrepreneur’s participation in social and 

business network is the answer of “why and how people are able to recognize and 

exploit the opportunities” (e.g.  Aldrich and Zimmer, 1986; Arenius and DeClercq, 

2005; Chen and Chen, 1998; Coviello and Munro, 1997; Johanson and Mattsson, 

1988; Komulainen et al., 2006; Loane and Bell, 2006; Meyer and Skak, 2002; Mort 

and Weerawardena, 2006; Oviatt and McDougall, 2005; Rutashobya and Jaensson, 

2004; Sharma and Blomstermo, 2003; Singh, 2000). Despite of the importance of 

networks for SMEs to internationalization in the recent decades, less attention has 

provided to entrepreneurial recognition and exploitation of those opportunities.  

 
 
 
 

1.2 Problem Statement 
 
 
As discussed in the previous section, small and medium enterprises (SMEs) 

are important in terms of their contributions at the regional, national and international 

levels. The presence of SMEs would contribute to the economy as  their 

contributions, would translate into an increase in   the number of employment, job 

creation, gross domestic production (GDP) and growth opportunities  in most of the 

developed and developing countries, thus studying SMEs is worthy of further 

research (Moen, 2000; Rullani, 2000). As SME’s growth will affect the above-

mentioned factors and one the contributors to its success is ‘Internationalization’. It 

is a major dimension of growth, as this would lead to a strong growth potential for 

the SMEs (Peng and Delios, 2006).  

 

Internationalization is crucial because if SMEs engage in international 

markets, they will experience further improvement in  their performance (Baldwin 

and Gu, 2003) This exposure and participation in the international scene would bring 
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about an economy of a larger scale as well as promote innovation and productivity 

growth among the enterprises (Harris and Li, 2005; Hughes, 2004).  The transition 

from a national to international level for SMEs has been made possible due to the 

removal of barriers.  

 

This can seen as there is an increasing number of entrepreneurs who are 

entering the international markets because of the removing the barriers of trading, 

advances in manufacturing transportation, advances in process manufacturing, and 

information technology (Knight, 2000; OECD, 1998; Bell, 1995; Steenkamp, 2001). 

 

In order to be part of internationalization, exporting is the most common 

entry mode used by SMEs as this is  a vital for almost any sector which wants to be 

part of an ever growing global economy (Bowyer, 2002). Thus, gaining access to 

export markets considered as crucial role for SMEs development, growth and 

productivity (Bowyer, 2002).In the context of this study, Malaysia is one of the 

countries, which strongly support the internationalization of SMEs. 

 

Malaysia a middle-income country and a rapidly developing economy in Asia 

with 80% of its manufacturers are small firms that have approximately 20% 

exporting activities from its total output (Mahajar and Hashim, 2001). To facilitate 

the entry of SMEs into international markets, there are many ministries and agencies 

available to assist continuously SMEs to export their products (Hashim, 2000). In a 

survey supported by OECD (2008), that Malaysia was one of the countries that 

contributed to the survey, it was reported that there are government support programs 

for SMEs in most of the countries around the world. Most of these programs consider 

export as an important element of SME internationalization. The survey found that 

71.6% of the programs focused totally on supporting export activities and 21.6% 

included exporting with other international engagements as their focus. However, 

6.9% supported programs that did not have any support for export as their main 

focus. The survey has proven that many of the programs for SMEs organized by the 

governments focused on exporting. Therefore, most of the government support 

programs focused on exporting. 

 

Despite government assistance on exporting and access to international 

market as well as providing support in ICTs, evidence shows that the share of SMEs 
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in the international market is often noticeably lower than their share in gross 

domestic product (GDP). For example, Malaysian GDP was worth about 750 Billion 

Malaysian Ringgit of the world economy in 2010 while its national exports were 

worth 64 Billion Malaysian Ringgit (Bank Negara Malaysia report, 2011). This 

shows that there is a big difference between SMEs contribution to GDP and national 

export. In relation to these figures, SMEs contribution in terms of export revenue is 

low in comparison to their contribution to GDP. Thus, SME manufacturers have 

numerous opportunities to enlarge their existing share of the country’s total exports 

and they should not miss this selling opportunity. Due to this situation, there is a 

need for further research on the issue of how SMEs should be more involved in 

exporting and internationalization (European Central Bank, 2011).  

 

Besides that, there is a need to study further the assistance provided by 

domestic, foreign partners or from public sector organizations on how these sources 

can increase the leverage or supplement the SMEs modest sources (Susman, 2007).If 

these barriers or problems in the pursuit of internationalization were identified, 

SMEs would be able to excel and penetrate the global market. Knows the barriers 

that SMEs face for internationalization could be essential to assist them to remove 

that, make themselves stronger, and have a confidence to move to international 

markets. 

 

In another report by OECD (2008) concerning barriers, SMEs face four main 

barriers in the exporting activities that are access, finance, business environment, and 

firm capabilities. The level of importance of the government support programs are 

accordingly: Access (53%), Finance (47%), Capabilities (35.9%) and Business 

Environment (9.4%) (See picture 1.2). 
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Other important criteria for internationalizing SMEs were also discovered in 

the OECD survey. In the survey, economy policy makers, OECD members, and 

SMEs were asked to identify the most common barriers that they faced in their 

internationalization experience. The four main barriers that they faced are as below 

(Table 1.1). 

 

Table 1.1 : Barriers for SMEs internationalization (OECD, 2008) 

 
ccording to economy 
policy makers 

 

According to OECD 
members 

According to SMEs 

Inadequate quantity of 
and/or untrained personnel 
for internationalization 
(Capabilities) 

Obtaining reliable foreign 
representation (Access) 

Shortage of working 
capital to finance exports 
(Finance) 

Shortage of working 
capital to finance exports 
(Finance) 

International 
opportunity recognition 
(Access) 

 

International 
opportunity recognition 
(Access) 

Limited information to 
locate/analyze markets 
(Access) 

Limited information to 
locate/analyze markets 
(Access) 

Limited information to 
locate/analyze markets 
(Access)  

International 
opportunity recognition 
(Access)  

Maintaining control over 
foreign middlemen 
(Access) 

Inability to contact 
potential overseas 
customers (Access)  

 

Comparison of these four main barriers from the point of views of economy 

policy makers, OECD members, and SMEs showed that the two barriers of 

“international opportunity recognition” and “limited information to locate markets” 

were found as the most common and very important barriers. However, “identify 

international opportunity” is viewed to be more important than “limited information 

to locate markets” from the viewpoints OECD members and SMEs. In terms of 

importance, “identify international opportunity” is recognized as the most important 

and common barriers in the surveys (See Table 1.1). Therefore, helping SMEs to 

remove this barrier is essential for SMEs internationalization.  This identification 

wants further research as it would assist SMEs to survive, grow and penetrate the 

global market. 

 

One of the identified factors required prior to being internationalized is the 

international opportunity recognition (IOR).  This is the first step in an 
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internationalization process and a possible major barrier for SME export 

development (Jones and Coviello, 2005; Styles and Seymour, 2006; Mathews and 

Zander, 2007). There have been studies and conferences on opportunity recognition 

and related topics globally (Hills and Schrader, 1998; Koen and Kohli, 1998; Singh 

et al., 1999; Zietsma, 1999; Shepherd and Detienne, 2005). Such a topic has emerged 

as a field of study for entrepreneurship in its own right (Gaglio and Katz, 2001; 

Venkataraman, 1997; Shane and Venkataraman, 2000). IOR is at the heart of 

entrepreneurial activity (Vandekerckhove and Dentchev, 2005) and is highly 

correlated with profitability and growth of a firm (Sambasivan et al., 2009). It is 

considered as the major success factor in International Entrepreneurship (IE) studies 

(Dimitratos and Jones, 2005; Julien and Ramangalahy, 2003; Leonidou, 2004; Shaw 

and Darroch, 2004; Zahra et al., 2005). These studies have shown that IOR merits a 

more systematic research attention than it has been given because this is the start of a 

new beginning (Chandra et al., 2009; Park, 2005).  

 

There is no denial on the importance of opportunity recognition within the 

expansion of SMEs but the literature available on this subject is very limited. There 

are very few empirical studies focusing on the international opportunity recognition 

(IOR) process and there is no adequate study that provides an in-depth understanding 

(Chandra and Styles, 2008). The scarce resources could be to the methodological 

gaps that exist in the field which have not received much attention (Muzychenko, 

2008) and the existing studies on this subject have not been developed further (Park 

2005). In another study, Shook et al., (2003) stated that international opportunity 

awareness subject has never been relevant in IE research since international 

entrepreneurial firms would act accordingly in any competitive field. Here, speed and 

promptness in relation to operation of opportunities international become the key 

success factors (Dana et al., 2008). From another perspective, accessible 

internationalization theories believe that internationalization is caused by the 

recognition of opportunity but there is minimal literature and little clarification on 

this concept (Chandra et al., 2009).  Due to the limited research on this specifics 

concept concerning IOR and its important role for SMEs, thus there should be more 

research on this subject. 

 

Recognizing the  significance of the  role of IOR, Etemad (2008) suggested 

there should be more emphasis on  the subject of international opportunity awareness 
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which should study on how managers are going to follow, search actively and finally 

realize international opportunities (Dana et al., 2008). The question of how 

opportunities could be identified in international markets remained unexplored 

because these opportunities are not extensively documented in the IE literature 

(Singh, 2000; Young et al., 2003). The empirical research about how entrepreneurs 

identify opportunities in international markets, evaluate and organize the risks, and 

achieve resources is very limited (Mathews and Zander, 2007).  Within the IOR, it is 

important to study how entrepreneurs are able to recognize opportunities in 

international markets as there are few empirical studies on it. This is an indication 

that further exploration on the composite factors of IOR deserves to be given due 

attention. The study would benefit SMEs at the national and international level. 

 

As mentioned earlier, in the previous studies on IOR, the availability of 

favorable resources is one of the composite factors that allow a firm to exploit 

opportunities and reduce threats in competitive environments (Michalisin et al., 

1997).  Only unique resources could change the firms to become efficient and 

effective in market (Barney et al., 2001). Most of resources that affected opportunity 

recognition in the previous studies about IOR are intangible resources. Physical and 

tangible resources are not necessarily scarce because they can be purchased in the 

open market (Michalisin et al., 1997) while intangible resources are usually scarce 

(Peteraf, 1993) as they cannot be easily purchased. According to Andersen and 

Kheam (1998), only intangible resources were included to constitute capabilities on 

international markets. Intangible resources are particularly important for predicting 

growth strategy (e.g. Chatterjee and Wernerfelt, 1991; Grant, 1991; Peteraf, 1993) 

that most of the SMEs suffer from lack of intangible resources such as market 

knowledge, experience and information (Coviello and McAuley, 1999; Knight 2000; 

Hollenstein, 2005). In addition, source of higher performance  is  believed  to  be the 

result of   the effect of intangible  resources  that  are  difficult  to identify,  

understand  and  replicate (Fahy et al.,2000).  International knowledge and 

experience as the intangible resources are hard to imitate and they could help 

determine a firm’s performance in global competition (Peng and York, 2001). 

Therefore, the significant role of intangible resources in IOR and internationalization 

is obvious based on the previous literature due to the obvious problem faced by 

SMEs due to their lack of intangible resources. 
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Besides intangible resources, previous studies have also looked into 

opportunity recognition by focusing on the role and characteristics of individuals and 

firms. This includes an individual’s cognitive limitation and the characteristics of 

firms as well as looking at the deficiencies or weaknesses of the resources in the firm 

(Vandekerckhove and Dentchev, 2005). This shows that works from previous 

researchers about internationalization such as Terjesen and Hessels (2007), who 

mentioned that the extent of the research in this area largely focuses on the role of 

owner and firm-specific factors and appears to be the missing resources that SMEs 

should have for internationalization. 

 

In terms of resources, large manufacturers usually have the necessary 

resources to handle a wide range of exporting activities in-house while most SMEs 

do not (OECD, 1997). SMEs are not as well-resourced as the larger firms to face 

these internationalization challenges or to exploit the market opportunities. SMEs in 

comparison to large firms are characteristically considered to be resource constrained 

besides lacking in knowledge, market power, and resources to participate actively in 

global markets (Fujita, 1995; Hollenstein, 2005).  It is noted that the developing 

countries face many constraints to compete effectively in international markets 

because of their lack of necessary knowledge, financing, qualified human resources, 

marketing skills, government support, and information (Fujita,1995; Cviello and 

McAuley, 1999; Knight, 2000; Hollenstein, 2005). Therefore, it cannot be denied 

that without these resources and preparation, attempts to export are doomed to fail 

and may even risk the financial stability of the enterprise as a whole.  

 

It is undeniable that resources for IOR and internationalization in SMEs are 

crucial and the lack of these resources in SMEs equates with the difficulties faced by 

entrepreneurs and SMEs on how to compensate their scarce resources and recognize 

opportunities in international markets. Little is known about the methods used by 

entrepreneurs on how they compensate their individual and firms limitation in the 

pursuit of opportunity recognition (Terjesen and Hessels, 2007). Due to these 

restrictions created by limited or scarce resources, holistically, SMEs and 

entrepreneurs should pursue innovations to compensate their limitations in terms of 

resources.  

 



11 
 

Besides resources, there are other factors to be considered in IOR as the 

market situation has changed radically these last few decades. The present trend of 

the related studies is shifting from the individual and firm-specific characteristics to 

network and relationship between buyers and sellers with multi-polar networks 

(Dana et al., 2008). This is reflected in the entrepreneurial ways and there is a shift 

towards a behavioral and process approach that focuses on understanding how 

opportunities are discovered and acted upon by people and firms (Eckhardt and 

Shane, 2003; Shane, 2000; Shane and Venkataraman, 2000). In addition,   studies 

about competition in the markets have shifted from companies to networks of 

companies as well as outsourcing to smaller and specific firms. In this case, control 

will be divided among independent firms that assist each other in increasing their 

efficiency and profit. According to Dana et al., (2008), relationships and networking 

have become important elements for internationalization. Meanwhile the focus of 

researchers is also changing in their effort by investigating relationships, 

negotiations, multi-polar networks, and symbiotic entrepreneurship (Dana et al., 

2008). Therefore, in the new emerging international economic system, an important 

contributor to internationalization process is the setting up of a network by the SMEs 

that would facilitate international opportunities through this symbiotic network.  

 

The reliance on network allows the internationalization of a firm to be 

facilitated and influenced primarily by its relationships with other business enterprise 

within their network (Axelsson and Johanson, 1992). In this regard, markets are the 

systems of industrial and social relationships among suppliers, customers, 

competitors, friends, family, and other members involved in the network, which is 

done by exchanging resources (Sharma and Blomstermo, 2003) that lead to 

compensate their scarce resource. According to Ellis (2003), with a suitable network 

and potential exchange partner, SMEs would be able to compensate their weakness 

and recognize the international opportunities. This support system would allow a 

firm to develop its position in the existing network or by establishing new ties 

(Johanson and Mattsson, 1988; Kontinen and Arto, 2010). One of the creative ways 

for SMEs to penetrate the international market is to have entrepreneurs’ participation 

in social and business network because this has been found to be the answer of “why 

and how people are able to recognize and exploit the opportunities” based on several 

studies such as the ones by Aldrich and Zimmer (1986) and Arenius and DeClercq, 

(2005). Therefore, in relation to SMEs  scarce resources, they would have to rely  on  
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networking with other participants and organizations in the environment by 

establishing relationships to access the resources thus, paving the way for IOR and  

internationalization. 

 

Ellis (2003) discussed that SMEs are able to compensate their weakness and 

recognize the international opportunities by having a suitable network and potential 

exchange partners.  In this context, the definition of networks is based on the 

exchange of resources. Previous studies about the networking mostly focused on 

social and business network to acquire information. With reference to the definition 

of networks based on the resources exchange and previous studies on acquiring the 

information through the social and business network, it seems essential to pay more 

attention to acquiring other resources through networking. Another crucial resource 

is information as one of the intangible resources that affects opportunity recognition 

and internationalization.  Although other resources such as knowledge, experience, 

marketing and other intangible resources have important roles in opportunity 

recognition and internationalization, SMEs are still not achieving their goals   due to 

their lack of understanding about them.  This is the gap that exists in the current 

literature, as there is a lack of in-depth understanding in the acquisition of other 

intangible resources for internationalization. Hence, there is an urgent need to have 

more research in this area of study   because existing literature has neglected to see 

the importance of acquiring information as one of the resources for 

internationalization through networking. 

 

Many of the available studies about networking and IOR have not been able 

to answer the question of “how entrepreneurs recognize opportunities” by responding 

with the applications of the term “networks”. In relation to that, studies should be 

conducted on the relationship between networking and compensation of scarce 

resources. Compensating the scarcity of resources is a necessary activity in SMEs 

due to its role in exploiting the opportunities, neutralizing threats in competitive 

environments (Michalisin et al., 1997), and in export performance (Leonidou et 

al.,2002).  Terjesen and Hessels (2007) stated that there is little known about the 

method used by entrepreneurs to compensate the limitations of   individuals and 

firms in terms of opportunity recognition. Thus, SMEs should pay special attention 

to compensate these types of scarce resources that are crucial towards international 

opportunity recognition and export performance. Therefore, the question of “how 
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entrepreneurs recognize opportunities” which have been addressed in several studies 

should change towards research on “how entrepreneurs compensate their   scarce 

resources in their attempt to recognize opportunities”. More research should be 

conducted on how SMEs recognize opportunities with reference to the limited 

resources and how they perform within their cognitive individual limitation and firm 

resources limitation. 

 

Export is a crucial part of internationalization of SMEs and this study wants 

to fill this gap by focusing on the export intermediaries networking to acquire the 

needed scarce resources such as marketing capability, experience and knowledge 

assets, and relation assets as pre-requisites for opportunity recognition and export 

satisfaction. This study proposes that one of the solutions to compensate the scarce 

resources in SMEs is to rely on the ability to network with export intermediaries. 

 

The network cooperation between exporters and export intermediaries is very 

important due to the exchange of resources. Therefore, SMEs and export 

intermediaries have a mutual dependence relationship in which the performance of 

the intermediary depends on the performance of the manufacturer and vice versa. 

These companies introduce SMEs to the international markets and make them aware 

of international opportunities. The direction of such an expansion should be a norm 

for most of these small and medium enterprises. SMEs tend to have a relationship 

with export intermediaries to gain access to valuable assets and resources of these 

intermediaries in order to be part of internationalization (Wilkinson and Nguyen, 

2003).  The motivation for using intermediaries by these small firms is individuality 

and difficulty of imitating resources and capabilities.  When a firm enters a foreign 

market, a large amount of resources is required and SMEs usually do not have them.  

Due to the SMEs’ scarce resources, they could have access to the resources needed 

by having a relationship with an export intermediary (Day, 1994). Terjesen et al., 

(2007) indicated that a manufacturer’s success totally depends on the initiative and 

efforts of the chosen intermediary.  It should be mentioned that an OECD survey on 

“Globalization and SME” recorded that trade company’s do 50% of the export on 

behalf of SMEs (OECD, 2008). Hence, in order to achieve their full potential, 

exporters must pay special attention to the unique competencies of these various 

intermediaries (Ling-yee and Ogunmokun, 2001).  This shows that the collaborative 
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effort between intermediaries and exporters is crucial for the success of SMEs entry 

into the international platform. 

 

The relationship between SMEs and export intermediaries was developed by 

Trabold, 2002; Peng, 1998; Root, 1994; Ilinitch et al.,1993; Chalmin, 1987; Peng 

and York 2001; Blomstermo and Sharma, 2006).  However, previous studies on the 

relationship between SMEs and export intermediary, have focused on transactional 

cost theory (e.g. Karunaratna and Johnson, 1997; Peng and Ilinitch, 1998; Lau, 

2008), agency theory (Karunaratna and Johnson, 1997), institutional theory 

(DiMaggio and Powell, 1983), and resource dependency theory (Hessels and 

Terjesen, 2008). While internationalization a discussed in the previous sections is 

fundamentally affected by relationship and networks.  

 

Resource dependency theory focuses on resources, transaction cost focuses 

on reducing cost, and Hole theory is on the opportunity for other parties in the 

environment which have the necessary resources. Previous studies have not paid 

much attention to the relationship between SMEs and export intermediaries based on 

Network theory. Network theory encompasses the different theories mentioned 

above because the firms inside a network are able to exchange resources, reduce their 

cost and also create opportunities for other parties inside the network. Therefore, 

explaining the relationship among SMEs and export intermediaries based on the 

network theory is important, as it will create potential beneficial effects of using this 

network that includes the commonly adopted relation theories used in this field of 

study. 

 

Existing literature research on SMEs export activity includes the role of 

owner firm-specific factors such as learning, social capital, ownership, government 

support, placing less emphasis on the role of the export intermediaries in export 

development of SMEs and the discovery of international opportunities by SME 

owners (Spence, 2004). However, independent intermediaries (Mortanges et al., 

1999) handle most of the export in the world and most of these related studies 

examined only the characteristics associated with exporters and intermediaries (Peng 

and Ilinitch, 1998). Prior research has assumed to some degree that mutual 

cooperation between producers and export intermediaries is a necessary condition for 

a high joint performance (Deligonul et al., 2006; Heide and Miner, 1992; Peng and 
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York, 2001; Gençtürk and Kotabe, 2001).  These empirical researches have 

neglected to acknowledge the importance to support the link between effective 

networks and export intermediaries with SMEs in order to recognize international 

opportunities and export satisfaction. 

 

Previous studies have reviewed the fact that cooperation and networking 

increase a firm’s success by having a better and positive export performance 

(Hillebrand and Biemans, 2003; Ambler et al., 1999).  On the other hand, using of 

intermediaries has been argued to lead to higher international performance in the 

entrepreneurial context (Rabino, 1980; Shepherd and Zacharakis, 1997). SMEs 

through an intermediary can improve their export performance, profitability, 

productivity and firm satisfaction (Terjesen et al., 2008; Rabino, 1980; Zacharakis, 

1997; Wilkinson and Brouthers, 2006).  Wilkinson and Brouthers (2006) stated that 

using the services of export intermediaries is positively associated with firm 

satisfaction with export performance (Wilkinson and Brouthers, 2006). However, 

these previous studies did not analyze this relationship in relation to a network 

theory. 

 

A number of scholars have theorized about the beneficial effects of 

networking activities (Birley, 1985; Larson, 1992), or about the effect of export 

intermediary on export performance (Terjesen et al., 2008; Rabino, 1980; 

Zacharakis, 1997; Wilkinson and Brouthers, 2006). However, less attention has been 

given   to the understanding of the relationship between effective networks and a 

firm’s performance (Aldrich et al., 1986; Blundel, 2002; Cell and Baines, 2000).  

Another issue that needs further investigation is   supporting link between export 

intermediary networking and export satisfaction based on the network theory for 

acquiring resources, which include marketing, experience and knowledge, and 

relation assets.   

 

This research seeks to contribute towards the understanding of the role of 

export intermediaries as part of networking to compensate for the scarce resources of 

SMEs  as well as being a part of the international opportunities recognition and 

export performance. This is due to the fact that our knowledge on the role of export 

intermediaries in networking for the international opportunity recognition and export 

performance by SMEs is limited. In addition, previous literatures on IOR have not 
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1.3 Scope of the study 

 
 
This study is conducted in Malaysia, a fast developing country in South-east 

Asia (Sambasivan and Abdul, 2009).SMEs account for about 80% of total business 

establishments.  Therefore, going forward for Malaysia to achieve a developed nation 

and high-income status, domestic SMEs are expected to be an important driver of 

growth (SMIDEC, 2009). 

 

Developing and increasing the SMEs growth via internationalization is the 

interest and concern of Malaysian government. Regards to this special concern, 

variety of agencies and ministries are assisting and supporting Malaysian firm 

different steps of their internationalization (Mahajar and Hashim, 2001). The interest 

in the SMEs in Malaysia has witnessed a significant growth over the years 

(SMIDEC, 2009) due to their increasing number in Malaysia (Shankar et al., 2010; 

Hashim, 2000). In addition, SMEs in Malaysia have stronger tendency towards 

exporting activities than large firms and they are looking for broader market for their 

products (Shankeret al., 2010). 

 

Despite the fact of Malaysian concern on internationalization and its 

supporting program in Malaysian firm growth, the understanding and access of these 

programs is difficult for SMEs (Abdullah, 1997).In addition, internationalization can 

present more beneficialand profitabilityopportunities that lead SMEs to long-term 

growth and profitability but Malaysia firms seemed to be lagging in the 

internationalization, especially in exporting area (Mahajar and Hashim, 2001).   

 

Abdullah (1999) showed that despite of the assistance of Malaysian 

government, the mass of SMEs do not obtain any government support; the assistance 

received by the firms is also quite diverse, for example, some firms make advantage 

of one type of assistance, while some others used more assistance. Therefore, the 

accessibility of support programs for the development of SMEs is still limited despite 

the fact that a high policy agenda has been introduced to promote the development of 

SMEs in Malaysia (Abdullah, 1999).  

 

In Malaysia, 80 percent of the total manufacturing firms are SMEs that they 

just export about 20 percent of their total output (Mahajar and Hashim, 2001).  
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Malaysian GDP was reported around 750 billions Malaysian Dollar in 2010 and 

national export reported around 64 Billion Malaysian Dollar (Bank Negara Malaysia, 

2011). Thus, SMEs contribution to export revenue is far less than their contribution 

to GDP.Therefore, SMEs manufacturer in Malaysia have big potential for increasing 

their exports share. Moreover, they need more incentive and promoting programs in 

order to increase their export and improve their situation in the global market. 

 

Syed Zamberi and Siri Roland (2010) indicated that government should do 

more effort for promoting and encouraging SMEs to operate the programs. Mahajar 

and Hashim (2001) indicated that limited study has examined how Malay firms view 

the internationalization.  In addition, SMEs can survive themselves through 

internationalization because of limited local market opportunities and maturing 

markets. 

 

In this regard, a survey was carrying out on small and medium sized 

enterprises in the manufacturing sector all over Malaysia.  However, there are 

different definitions of SME’sin different countries.SMEs are usually considered 

non-subsidiary, independent firms, which have less than 250 employees.  This study 

used the Malaysian definition for SMEs and can be defined according to size, 

turnover and activity. SMEs in Malaysia fall into two broad categories (SMIDEC, 

2009):  

 

1. Manufacturing, manufacturing-related services and agro-based 

industries, which have either fewer than 150 full-time employees or an annual sales 

turnover of less than RM25 million.  

 

2. Services, primary agriculture and information and communication 

technology (ICT), which have either fewer than 50 full-time employees or an annual 

sales turnover of less than RM5 million. 

 

This research surveys a probabilistic sample of small and medium 

manufacturers in Malaysia in order to gather data on dependent, independent and 

intermediating variables of the research.  The sample will consist of those SME’s 

that are manufacturer, less than 150 employees, and have used to rely on the services 

offered by export intermediaries in their export operations.  The basic tool for the 
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study is a questionnaire emailed to managers in sample members followed by a 

telephone call to get the completed questionnaire.  The data after preparation were 

subject to statistical techniques such as multi-regression analysis, correlation 

analysis, and path analysis. 

The study would help SMEs to compensate their resources scarcities by using 

the export intermediary networking and move to international markets. 

 
 
 
 

1.4 Research Questions 
 
 
After consideration of previous literature on International Entrepreneurship 

and international opportunity recognition, this study tries to answerthe following 

research questions: 

 

RQ1: Is there any relationship between export intermediary networking and 

international opportunity recognition in SMEs? 

 

RQ2: Is there any relationship between export intermediary networking and export 

satisfaction in SMEs? 

 

RQ3: Is there any relationship between international opportunity recognition and 

export satisfaction in SMEs? 

 

RQ4: Does international opportunity recognition mediate the relationship between 

export intermediary networking and export satisfaction? 

 
 
 
 
1.5 Research Objectives 

 
 
After consideration of previous International Entrepreneurship literature the 

following research objectives have been developed: 

 



20 
 
RO1: There is positive relationship between export intermediary networking and 

international opportunity recognition in SMEs. 

 

RO2: There is positive relationship between export intermediary networking and 

export satisfaction in SMEs. 

RO3: There is positive relationship between international opportunity recognition 

and export satisfaction in SMEs. 

 

RO4: International opportunity recognition mediates the relationship between export 

intermediary networking and export satisfaction. 

 
 
 
 
1.6 Research Hypothesis 

 
 
After consideration of previous International Entrepreneurship literature the 

following research hypothesis have been developed: 

 

H1: Export intermediary networking by SMEs has relationship with international 

opportunity recognition in SMEs (RQ1). 

 

• H1.1: Marketing capabilities exchanges between export intermediary and 

SMEs are positively correlated to international opportunity recognition in 

SMEs. 

• H1.2: Experience assets exchanges between export intermediary and SMEs 

are positively correlated to international opportunity recognition in SMEs. 

• H1.3: Relation assets exchanges between export intermediary and SMEs are 

positively correlated to international opportunity recognition in SMEs. 

 

H2: Export intermediary networking by SMEs has relationship with export 

satisfaction in SMEs (RQ2). 

 

• H2.1: Marketing capabilities exchanges between export intermediary and 

SMEs are positively correlated to export satisfaction in SMEs. 
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• H2.2: Experience assets exchanges between export intermediary and SMEs 

are positively correlated to export satisfactionin SMEs. 

• H2.3: Relation assets exchanges between export intermediary and SMEs are 

positively correlated to export satisfaction in SMEs. 

 

H3: International opportunity recognition in SMEs is positively correlated to SME’s 

export satisfaction (RQ3). 

 

H4: There is a mediating effect of international opportunity recognition on the 

relationship between export intermediary networking and export satisfaction (RQ4). 

 

• H4.1: There is a mediating effect of international opportunity recognition on 

the relationship between marketing capabilities and export satisfaction. 

• H4.2: There is a mediating effect of international opportunity recognition on 

the relationship between experience assets and export satisfaction. 

• H4.3: There is a mediating effect of international opportunity recognition on 

the relationship between relation assets and export satisfaction. 

 
 
 
 
1.7 Contributions of the Study 

 
 
This research has two major academic contributions: 

 

Firstly, the relationship between firm and export intermediary resources that 

influence on international opportunity recognition. The findings add to the 

International Entrepreneurship (IE) literature that export intermediary networking 

between SMEs and export intermediary for the exchange resources needed, such as 

experience, marketing capabilities and relationships assets, have a particularly 

important effect on international opportunity recognition and SMEs can identify 

more international opportunity. Thus, the understanding and applicability of the 

network-based view within the relationship between export intermediary and SMEs 

will further extended. 
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Secondly, the relationship between firm and export intermediary resources 

that influence on export performance. The findings add to the export literature in 

SMEs due to the weakness or lack of resources to go to foreign markets. Thus, the 

understanding and applicability of the network-based view within the relationship 

between export intermediary and SMEs will further extended. 

The findings also contribute important evidence that establishes the network 

between SMEs and export intermediary that facilitate more international opportunity 

recognition.In addition, findings encourage SMEs to overcome SME’s external and 

internal challenges and barriers in their internationalization and their cooperation and 

relation with other business network. 

 
 
 
 

1.8 Definitions 
 
 
The definitions provided in this section are only as a preview for which 

supporting discussions will follow in Chapter 2. 

 
 
 
 

1.8.1 Small and medium-sized enterprises (SMEs) 
 
 
SMEs are non-subsidiary, independent firms that employ fewer than 150 

employees (SMIDEC, 2009). 

 
 
 
 

1.8.2 Internationalization 
 
 
Internationalization is defined as an entrepreneurial action that starts with the 

awareness and willingness of the entrepreneur (responsiveness to the conditions) to 

the necessity of transaction with other countries that is preceded by realization of 

international activities (entry mode) and location of activities (Beamish, 1990; 

Miesenbock, 1988). 
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1.8.3 Entrepreneurship 

 
 
Neither entrepreneurs nor entrepreneurship isa new concept of human 

experience.This study have used the definition of Entrepreneurial processes that 

consist of individual activities such as opportunity identification, resource 

mobilization, and the creation of an organization (Shane and Venkataraman, 2000).  

 
 
 
 

1.8.4 International Entrepreneurship (IE) 
 
 
There is no single definition about IE and different researchers stated 

different definition of IE. In this study IE is the discovery, enactment, and 

exploitation of opportunities across national borders to create future goods and 

services(Shane and Venkataraman, 2000). 

 
 
 
 

1.8.5 International opportunity recognition 
 
 
“International opportunity recognition" is defined as the chance to conduct 

exchange with foreign market which leads to exchange agreement (Ellis, 2011). 

 
 
 
 

1.8.6 Network-based view 
 
 

Network –based view is defined as the sets of two or more connected 

exchange relationships, whichinvolve resource exchange among its different 

members (Axelsson and Johanson, 1992; Sharma and Blomstermo, 2003). 

 

 

 

 

 



24 
 
1.8.7 Export Intermediary 

 
 
Export intermediary are defined as specialized service firms that connect 

domestic producers and foreign customers by adding value to the export process, 

(Peng and Ilinitch, 1998) an efficient alternative for SMEs that have limited 

resources and lack of knowledge regarding foreign markets (Trabold, 2002; Peng, 

1998; Root, 1994; Ilinitch et al., 1993; Chalmin, 1987).The term, “export 

intermediaries” refers to both agents and distributors in this study. 

 
 
 
 

1.8.8 Export managers 
 
 

Export managers are individuals who are responsible for exporting a product 

to foreign markets. In SMEs owners, production managers, general managers and 

marketing managers are often responsible for exporting (Thingi, 2008). 

 
 
 
 

1.8.9 Marketing capability 
 
 
Marketing capability in this study is one of the export intermediaries’ 

resources and refers to the quality of the firm’s customer service, quality of sales 

force, advertising effectiveness, strength of distributor networks, speed of new 

product introduction, market research abilities, and ability for differentiation of 

products (Weerawardena, 2003). 

 
 
 
 

1.8.10 Experience assets 
 
 
Experience assets is as one of the export intermediaries’ resources 

thatincludes; knowledgeable about the requirements of potential customers, overall 

good experience with respect to the market, adequate experience to sell the products, 

and supply of market information (Theingi, 2008) 
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1.8.11 Relation assets 

 
 
Relation assets in this study is one of the export intermediaries’ resources and 

refers to strong trust and fairness, long-term relationship, good communication, 

helpfulness in emergency case, positive attitude toward any complaints, good 

reputation, and also keeping promise with customers (Piercy et. al, 1997). 

 
 
 
 

1.8.12 Export satisfaction 
 
 
This study applied subjective measurement instead of objective similar to 

other studies such as; Robertson and Chetty (2000), Katsikeas et al., (1996).  Export 

satisfaction in this study refers to export manager’s satisfaction to sales growth in 

foreign markets, export market shares, number of countries they are exporting to, and 

overall export performance (Wilkinson and Brouthers, 2006). 
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