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Abstract 
Small and medium enterprises (SME) businesses are important economic growing forces, 
particularly in Malaysia through their significant economic contribution towards business 
population and employment creation. The aim of this study is to develop a framework 
integrating fundamental strategic entrepreneurship elements that support business growth 
in the context of engineering or technology-based firms within the Malaysian SME sector. 
Through interviews with SME firm owners and senior management personnel, common 
strategic entrepreneurship practices that significantly influence business growth were 
identified and converged into a framework. Findings revealed that the main elements 
practiced by the SME firms can be categorized as People, External, Innovation Approach and 
Internal. People element was most referred to by the research participants, followed by the 
other elements respectively. A new model was developed to depict these elements and is 
referred to in this study as the PIIE Entrepreneurial Model. The most common limitation 
highlighted by the research participants was on the communication and collaboration gap 
between the older and younger generation of employees. The research participants also 
reacted to the financial challenges faced especially in terms of sourcing grants or funds for 
the businesses. This study should impart useful insights for policy makers and provide SME 
strategy practitioners or leaders with strategic entrepreneurship guidelines to help improve 
businesses and SME sector’s competitiveness. 
Keywords: Strategy, Entrepreneur, Strategic Entrepreneurship, SME, Business Growth 
 
Introduction 

SME businesses are important global economic growing forces and in Malaysia, the 
SME businesses contributed 38% or RM521.7bil to the Gross Domestic Product (GDP) of 
RM1,361.5bil in 2018 (Department of Statistics Malaysia, 2019). SME firms make up about 
99% of the total business population and contributes to 66% of the employment in Malaysia. 
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However, the SME contribution of 38% to the overall national GDP in 2019 is still considered 
as low, compared to other developed nations which have reported SME contribution in the 
range of 60% to 80% (Kamel, 2019). In terms of economic sectors, services and manufacturing 
sectors continue to be the main contributors to the overall Malaysian economic growth with 
the support of the civil engineering segment providing moderate growth to the manufacturing 
sector (SME Annual Report, 2020). The importance of the engineering sector is also seen in 
China where the continuous development of SME engineering enterprises has contributed to 
the development of the economy through its global exports, economic sustainability, and 
innovation is seen to be as indispensable (Li et al., 2012). 

Malaysia is expected to increase its SME contribution through various measures that 
support SME innovation and business growth such as financing ecosystem enhancement 
(Kamel, 2019). It is imperative for SME businesses to remain competitive since majority of 
Malaysian employees work for companies that fall within this sector. Financing collaboration 
efforts have been implemented to drive technology and innovation for SMEs to remain 
relevant, competitive and achieve business growth. These efforts include financing 
institutions’ issuing grants to SME companies to support information and communications 
technology (ICT) adoption (SME Corp Malaysia, 2019). Notwithstanding the small business 
size nature, every SME firm plays a role in strengthening the economy since the stabilization 
and growth of small businesses can be aggregated into the overall growth of the economy 
(DeMartino et al., 2015).  

More research is required to understand the growth in small businesses since the topic 
is still underdeveloped and to explore innovation strategy implementation within SME firms 
in emerging economies due to its lack thereof (DeMartino et al., 2015; Haddad et al., 2020). 
The strategy framework of an SME firm may also not be as effective as in its current business 
growth process. According to DeMartino et al. (2015), the heterogeneity of small businesses 
and their varying environments lead to uncertainty and complexity, in turn causing the study 
of growth to be more difficult to classify and generalize. Kyrgidou & Hughes (2010) state that 
different sized companies face different conditions due to different resource-base, systems 
and structures. It is also suggested that strategic theories usually developed for bigger firms 
may not have the same outcome for smaller firms (Lumpkin & Katz, 2007).  

For the past three decades, there have been extensive independent studies done on 
entrepreneurship and strategy, which later evolved into a combination of both constructs 
(Kyrgidou & Hughes, 2010; Luke et al., 2011). The strategic entrepreneurship (SE) model that 
was introduced in 2003 by Ireland et al (2003) has since developed further to an alternative 
one to address the linear limitation of the earlier model (Kyrgidou & Hughes, 2010). Sun et al 
(2018) describe SE as an emerging new field due to the growing importance of 
entrepreneurship and creative destruction of the economy. In light of the growing research 
interest and contribution of SME sector to Malaysian GDP, this study aims to investigate SE 
practices by local SME businesses. This research is aligned towards achieving the following 
objectives: 

• to explore the challenges and limitations faced by SME businesses  

• to identify central SE elements through examination of current SME firms’ practices 

• to develop a practical SE framework that is applicable to the SME sector 
The data collection activity is focused on engineering and technology-based 

businesses in view of their supporting roles in the national policy execution of Industry 4.0 
(IR4.0). This policy envisions higher value-added process, digitization, advanced 
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manufacturing technologies and efficient resource utilization to provide greater opportunities 
for SME firms and drive competitiveness for Malaysia (Industry4WD, 2020). 
Literature Review 

a) Strategy 
There has been extensive research on strategic planning and how it complements a 

business, and its role and contribution towards the success of a business. Five categories have 
been considered as important contributors to entrepreneurial outcomes; (i) characteristics of 
entrepreneurs, (ii) the content of their strategies, (iii) the composition of teams, (iv) the 
availability and type of resources, and (v) configurations of internal and external resources 
(Lumpkin & Katz, 2007). Crockett et al (2007) study indicates that top management’s support 
result in successful entrepreneurial strategies while the sharing of resources within a 
company significantly impacts entrepreneurial initiatives. In an organizational set-up, 
planning activity links to businesses performance and relates to entrepreneurial success as it 
promotes new venture emergence (Wei et al., 2018). However, small firms were said to 
practice strategy infrequently, sporadically, and reactively instead of formalized planning, 
hence the need to understand the relationship between innovative strategy-making with 
business performance (Verreynne & Meyer, 2007). By understanding the strategic nature of 
an entrepreneurial process will help to explain the relationship between factors that create 
value and wealth for the organization (Lumpkin & Katz, 2007).  
 

b) Entrepreneurship  
Entrepreneurship literature has been covered for a long time especially in term of its 

definition, its characteristics and what outcome it entails, namely wealth generation or non-
financial related such as branding and image. The connection of resources, people, tradition 
and knowledge of entrepreneurship creates values and opportunities for the economy 
(Gaddefors & Anderson, 2017). Study by Luke et al. (2011) describes two elements as the 
antecedents to entrepreneurship, namely innovation and identifying opportunities with 
growth being the outcome. Value creation or recognition process consists of three important 
variables; environment trends, characteristics of the entrepreneur and opportunity gap 
(Barringer & Ireland, 2012). An effective entrepreneurial process requires a customized 
approach as this depends on varying factors such as the characteristics of the entrepreneur 
and dynamics of the environment (Fabian & Ndofor, 2007). 

 
c) SE Constructs   

Ireland et al. (2003) formed an SE linear model comprising four dimensions; 
entrepreneurial mind set, entrepreneurial culture and leadership, strategic management of 
resources, and applying creativity to develop innovation. Entrepreneurship is synonym to 
innovation, opportunity and growth, while strategy is closely related to exploitation of 
opportunities, advantage-seeking, all in the pursuit of achieving competitive advantage 
(Ireland et al., 2003; Kyrgidou & Hughes, 2010; Luke et al., 2011). Luke et al (2011) later 
established a framework to assess the level of SE within state-owned enterprises in New 
Zealand after taking into consideration a series of frameworks from past research. This 
framework represents a combination of variables involving central entrepreneurial elements, 
which are then applied in a strategic context which in turn, leads to the development of 
expertise within core skills and resources. 

 
d) Conceptual Framework 
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      Based on the linear SE model by Ireland et al. (2003), Kyrgidou & Hughes (2010) had 
developed an SE model with an iterative approach that addresses the linear limitations and 
improves decision-making. This model represents the SE process that a firm undertakes to 
develop competitive advantage and to identify opportunities that lead to value creation 
through measured strategic actions. The five main elements present in the model are 
entrepreneurial, resource management, creativity and innovation, learning, and internal 
environment (Kyrgidou & Hughes, 2010).  Taking both models by Ireland et al. (2003) and 
Kyrgidou & Hughes (2010) as its basis, this study seeks to capture the important elements that 
are relevant to SE practices in an SME landscape. The elements have been derived and 
detailed into four categories listed below. 
 

 People 
People is one of the most important assets of an organization. Clegg (2018) states that 

people resources within an organization are seen as the source for all innovation, 
commercialization, and operationalization. Human resources require active recruitment, 
continuous training, and up-skilling to become more productive. SMEs’ workforce makes up 
about 99% of the total business population in Malaysia. To manage this workforce, leaders 
play a critical role in ensuring employees are motivated and driven. Leadership capabilities, 
apart from resource fluidity and strategy sensitivity, is an inherent element to strategic agility 
in an SME context in order to achieve high level aspirations and goals alignment (Arbussa et 
al., 2017). Haddad et al (2020) state that leaders need to inculcate an innovative culture and 
encourage employees to always give ideas since ideas are the start of innovation. 
 

Internal  
A formalized growth planning plays a central role in the small businesses and this is critical 

for those firms with unstable sales and limited resources (DeMartino et al., 2015). Therefore, 
the leaders’ strategic agility of a small firm and their planning qualities are integral to the firm 
as they structure the path to growth. Due to the SME firm’s typical flatter organizational 
structure and lesser hierarchical levels, communication is smoother and resources can be 
more fluid resulting in faster response to changes (Arbussa et al., 2017). The growth outcome 
of a small medium-sized firm relates to how effective it utilizes and deploys internal resources 
and also by leveraging on its resources to innovate (Haddad et al., 2020). In order to have 
innovative products and services, Clegg (2018) has determined that by not having defined and 
effective processes will pose a constraint to an organization to produce trained, skilled and 
motivated process owners.   

 
Innovation Approach 
Lack of product service innovation is identified as one of the most common growth-

impeding factors (Clegg, 2018). Innovation is an important component in the fundamental 
principles of SE and has the potential to improve business performance (Haddad at al., 2020; 
Kyrgidou & Hughes, 2010). Through the study by Haddad et al (2020) on strategies undertaken 
by SMEs in implementing innovations to achieve performance goals, three critical areas were 
identified; innovative culture, identification of ideas, and recognition of customers as the 
resources to the organization. Particularly within the Malaysian SME landscape, innovation 
culture is recognized as the seed that needs to be planted in local organizations to enhance 
entrepreneurship (Hanifah et al., 2019).  
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External  
SME firms that offer products and service to the market need to understand market 

requirements by constantly communicating with customers and seeking their honest 
feedback or criticism (Haddad et al., 2020).  Apart from improving efficiency and use of 
resources, Heikkilä et al. (2018) suggest that customer relationship, customer response and 
partnerships are important strategies for SMEs in building their business models.  

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

Figure 1: SE Conceptual framework 
 
Based on the four elements identified above, a conceptual framework has been 

developed with each element being represented by a quadrant illustrated in the chart (Figure 
1).  
 
Methodology 
 A qualitative data collection approach was adopted via semi-structured interviews 
involving five research participants, all of whom are senior management personnel directly 
involved in the SME firm’s strategic management. The criterion-based purposive sampling 
method was implemented for this study where research participants had been deliberately 
selected based on criteria that best contribute to the study. The research participants had 
fulfilled the pre-determined criteria consisting of SME unique characteristics of revenue and 
manpower size defined by SME Corp Malaysia (n.d.) as well as the type of business that is 
categorized within the scope of engineering and technology.  In order to understand the 
relationship between reputation and business cooperation in the SME sector, Franco & Haase 
(2020) conducted semi-structured interviews with five representatives who fulfilled the SME 
criteria. This approach was used in view that the topic was unfamiliar, subjective and cultural-
related. Similarly, Haddad et al. (2020) explored innovation strategies within SME firms by 
interviewing five SME managers until data saturation was achieved. Therefore, for this study, 
a similar semi-structured interview method with a small set of research participants was 
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selected since it also involves subjective elements such as human behavior and culture within 
an SME organizational set-up.  

Interview sessions were held with five research participants in the period of May to 
June 2021. Semi-structured questions were formulated based on the research objectives and 
used as a guideline during the interview sessions. This was to allow some freedom for the 
research participants to provide their responses and share their experiences comfortably. The 
key content of the interview guideline included questions with regards to the challenges and 
limitations experienced by the research participants and SE practices that exist in the 
organizations. A maximum of one-hour duration was allocated for each interview session. 
Table 1 shows the main characteristics of the five research participants (interviewees) of the 
selected SME firms. The completed interview transcriptions were then uploaded into a 
qualitative data analysis software, Quirkos (Quirkos 2.4.2, 2021) where the main and sub-
themes had been pre-defined to enable proper data classification. Figure 2 depicts the three 
main themes; (i) Challenges, (ii) Limitations and (iii) SE practices, while there are nine, five and 
four sub-themes corresponding to the main themes respectively.  The interview content was 
coded respectively into the relevant themes for the data to be analyzed accordingly.  

 
Table 1 
Characteristics of Research Participants 

 Interviewee 
A 

Interviewee 
B 

Interviewee 
C 

Interviewee 
D 

Interviewee 
E 

Position Managing Director 
 

Firm owner 
 

Firm owner Head of 
Technical 
Operations 
 

Director 

Business sector Transport and 
telecommunication 
engineering 

Engineering 
solutions 

Construction  Transportation 
Safety 

Software 
Solutions 
Engineering 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2: Data coding themes extracted from Quirkos software 
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Findings 
a) External Challenges 

There is a total of 26 codes or occurrences being mentioned by the research 
participants in 9 different categories of challenges namely competition, talent, economy, 
supply chain network, technology, client perception, customization, policies & bureaucracy 
and financial. The most common challenges are difficulty in getting assistance from external 
bodies such as government grants and the support network for SMEs that is seen as not 
supportive enough, both of which may impede business growth. Limitation on business 
growth was reflected in the study in China which discussed the shortage of funds and low 
liquidity in manufacturing SMEs that had led to difficulty in recruiting high talents to propel 
their business growth (Li et al., 2012).  

 
Since the companies are engineering and technology-based, it is important to keep up 

with the technology changes and prepare for IR4.0. However, policies and bureaucracy 
involved such as tender processes and policies, for example, foreign workers hiring policy 
versus automation incentive schemes by the government may also pose issues to business 
growth. Interviewee B, who is the founder of a technology-based firm, shared on how the 
performance of his automation service and product offerings may be affected by the labor 
policy if it works in favor of foreign labor recruitment. 

 
Table 2 
Selected Interview Responses to Challenges 

Question What are the main challenges your firm faced in 
pursuing business growth in the SME sector? 

Selected responses “First and foremost, the challenges that we face 
definitely is financial related. Because we started 
off with our own, we pumped in our own money, all 
the founders, who are directors and shareholders at 
the moment. And we have since day one been trying 
to secure grants from the government based on 
their policy of industry 4.0 and whatnot. But 
unfortunately, we have not been able to get any.” 
(Interviewee E, Director) 
“So, at the end of the day, when it comes to policies, 
having being able to hire foreigners at very low 
costs, seems to be the determinant on whether to 
adopt automation. Automation means less people, 
or just hire, you know, low cost workers at 
factories.” (Interviewee B, Firm owner) 

 
b) Internal Limitations 

The greatest limitation faced by the companies is mainly attributed to manpower 
issues, with 3 sub-themes being classified as team motivation, generation gap and teamwork. 
Most research participants have highlighted on similar issues relating to generation gap issue. 
There is a mind-set gap between the older and the younger generation or millennials as 
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reflected in the interview response excerpt below. There is a need to bridge the gap by getting 
both to collaborate effectively. Technology-based companies also require constant 
motivation amongst their employees to follow through new technologies breakthroughs. 
Interviewee B stressed on the importance of being motivated in order to convince clients of 
the firm’s capabilities in providing the right product.  

 
Table 3 
Selected interview responses to limitations 

Question What is the main limitation or internal factors 
your firm faced in pursuing business growth in 
the SME sector? 

Selected responses There are so many people involved, few 
thousands of employees that you're talking 
about and external investors. So, there will be 
reformers who wants transformation. Okay, but 
it's obviously met with, how do you say, 
resistance from old time employees and also the 
pioneers who are still around. (Interviewee D, 
Head of Technical Operations) 
 “So, when clients approach us or when you 
approach clients based on for specific innovation, 
the actual product is either not yet available, or 
is not available to many. So many clients are, 
they have this doubt that local tech companies 
can actually do.” (Interviewee B, Firm Owner) 
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c) SE Practices  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 3: Data coding results for four SE elements extracted from Quirkos software 
 
From the graphical representation of the interview data (Figure 3), there are 90 codes 

related to the current practices of SE at the SME firms. The main elements of the SE 
framework are People, Internal, Innovation Approach and External which are categorized as 
the main themes. People element is the most referred to by the research participants with 35 
occurrences, followed by External element, Innovation Approach and Internal elements 
respectively. The top 2 most important SE areas under the People element are Leadership 
and Company Vision. A total of 13 leadership-related occurrences emphasize how 
organizational goals must be clear and employees must work towards achieving the goals. 
Few of the related responses are presented in Table 4. External element plays a major role 
amongst SME players in terms of fostering cooperation with technological partners to 
expedite technology development and expand business opportunities. Also significant is the 
Innovation Approach involving seeking opportunities within the market at all times. Creating 
innovation in their products and services is key to business growth. This is along with strong 
mind-set to promote technology and having the foresight to position their technology within 
the right market.  
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Table 4 
Selected Interview Responses to SE Practices 

Question What are the main strategic entrepreneurship 
practices currently practiced in your organization? 

Selected responses “And that is where I think I'm very fortunate to be 
working under this director, which I feel that he 
always has the foresight, he doesn't wait until it's 
time to innovate then he innovates, he calls for the 
innovation even before it.” (Interviewee D, Head of 
Technical Operations) 
 “So, because everything that I've learned so far, it's 
all about leadership, you know, goal setting, 
somebody has got to be the visionary, and 
somebody has got to set the goals and whatnot, so 
that the rest can actually have something to follow 
by.” (Interviewee E, Director) 
“Selain daripada itu salah satu benda yang penting 
sebagai leader, kita kena cepat bertindak. Once 
business is down, kita berani untuk ambil risiko 
untuk change business.” [Apart from that, the 
important attributes as a leader is to be able to 
respond swiftly when the business is down and 
have the courage to take risks to change the 
business direction] (Interviewee A, Managing 
Director) 

 
d) SE Framework  

From the data analysis, it can be seen that all elements within the conceptual 
framework introduced earlier are present within the current SME practices in Malaysia. 
Although People, Internal and Innovation Approach elements are consistent with the 
elements in Kyrgidou & Hughes (2010) SE model, the External element suggests to be 
particularly significant in Malaysian SME arena. This study concludes with a representation of 
the elements confirmed within the SE framework in Figure 4. The keywords indicated in each 
quadrant have been revised from the earlier conceptual framework to represent areas that 
had resonated strongly with the research participants. This final framework, termed as the 
PIIE Entrepreneurial Model, illustrates four quadrants with each representing a key SE 
element. 
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Figure 4: PIIE Entrepreneurial Model 
 
Conclusion 
a) Research Outcome 

In order to identify the SE practices that are important to an SME business 
performance, it was also important to understand the related challenges and limitations. To 
grasp the fundamental of SE, the two constructs of entrepreneurship and strategy were 
identified as (i) applying innovative and creativity to seek opportunity and (ii) taking 
advantage of the opportunity created to promote business growth, respectively.  Based on 
the Kyrgidou & Hughes (2010) model and the components within the Ireland et al (2003) SE 
linear model, a conceptual framework consisting of key SE elements was developed for this 
study. These elements were identified as People, Internal, Innovative Approach and External. 
It was noted that the External element had been included into the framework in view of the 
developing nature of Malaysian SME market and technology industry. Based on the SME 
Integrated Plan of Action, the Malaysian government has allocated an extensive amount of 
budget to undertake SME development programs to spur high growth and innovation 
technologies as well as to contribute to high potential sectors such as rail industry, medical 
devices, aerospace, automotive, digital economy, biotechnology and renewable energy (Govt 
allocating significant resources to support SME growth, technological adoption, 2019). 

The data findings revealed that all SE elements in the conceptual framework are 
relevant and present in the engineering and technology-based companies in Malaysia. People 
element is commonly recognized as important since leaders with strong leadership skills are 
seen to keep the firm focused on achieving its goals. Leaders’ attitude of being able to take 
risks and always open to other possibilities are also important in seeking opportunities and 
taking advantage over certain situations. Most of the SME leaders also opined that managing 
their external environments has impacted their business performance growth. Companies 
that deal with evolving technologies especially feel the need to network with government 
agencies to keep policies in check. They also realize the importance in cooperating with 

(P) (I) 

(I) (E) 
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technology and business partners to increase chances of technology breakthroughs while 
seizing business opportunities. Setting up business cooperation with other reputable firms 
will help SME firms to overcome their lack of resources and achieve growth in the market, 
especially when facing other competitive and larger firms within the market (Franco & Haase, 
2020).   

There are two key areas within Innovation Approach, one of it is the ability to seek 
opportunities according to the current situations. The current pandemic situation has pushed 
business owners to re-evaluate their low profit-making products and services to others that 
can take advantage of the situation. The other key area is having an innovative and creative 
mind-set especially in finding business opportunities and diversifying products or services. 
The internal-related factors also exist, albeit lower mentions recorded from the research 
participants, still pose significance in areas such as learning and development. Creating 
continuous learning environment through on-the-job training and training for employees are 
activities commonly propagated by the research participants.  

 
b) Recommendation 

The limitations faced by the engineering and technology-based SME companies were 
mainly related to manpower, where one of the common points highlighted was generation 
gap within the organizations. Most of the leaders expressed their concern on the 
communication and collaboration gap between the older and younger generation of 
employees. This may be an increasing concern affecting organizational behavior which may 
also affect business performance. Conflicts arising from negative stereotyping of millennials 
by other generations may be due to differences in attitudes and conflicting values of different 
generations (Millennials create conflict at work because they feel “hurt” by unfair attitudes 
of superiors, 2018). This emerging issue must be addressed holistically due to the possible 
stereotyping of millennials’ generic dispositions. Thus, suggestions on countermeasures that 
specifically address the bridging of gaps between different generations are necessary. 

The financial challenges faced by the research participants mostly touched on 
difficulties in obtaining grants and having to fund their own businesses. It was also informed 
in one of the interview sessions that the grant provider was not able to fully grasp the newly 
proposed technology to appreciate SME business’ needs. This also relates back to the point 
highlighted by an interviewee who is unaware of existing official platforms for SME firms to 
discuss their issues. Most research participants replied that they use unofficial social 
platforms to share their grievances and experiences with fellow SME firm owners. The 
research participants also acknowledged the importance of sharing knowledge amongst SME 
business counterparts. There have been various financing collaboration efforts by financing 
institutions that have been put in to drive technology and innovation for SMEs (SME Corp 
Malaysia, 2019). Notwithstanding this, more study may be required to assess the extent of 
outreach and effectiveness of such existing programs provided by official bodies since SME 
firm owners still think that this area is lacking and inaccessible to them.  

 
c) Research Contribution and Limitation 

The theoretical contribution of this study is in terms of knowledge advancement 
within the field of SE where the PIIE Entrepreneurial Model represents four SE important 
elements in pursuing SME business growth. In addition, the insights from this study can also 
be used for policy makers to further understand the practical side of the SE process in order 
to develop more relevant and effective SME-related policies that can stimulate the SME 
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economy. On the other hand, this study also offers contextual contribution through the 
implications of the PIIE Entrepreneurial Model on an SME set-up. SME strategy practitioners 
or firm leaders can reduce the gaps in their SE process by applying or enhancing any of the 
suggested SE elements that they are lacking of. In order to compete with larger firms, smaller 
SME firms may focus towards capturing more opportunities created through partnerships or 
heightened engagement with external parties or government agencies. However, due to lack 
of resources, this study is presented with limitations. Since the conceptual framework 
presented in this study had been tested on a small group of research participants within a 
specific sector, it would be more engaging if the framework is tested to see if it also applies 
in larger groups of research participants, as well as in other sectors in order to see if similar 
results emerge. 
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