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Abstract

A small business is one of the principles driving force in the development of a country
including Malaysia. It is considered as a backbone for the economic development. In addition,
this sector also helps to boost the gross domestic product (GDP), a source of products
innovation, and creating more job opportunities. While these institutions are recognized in
their contribution to the development of the economy, the study on small business is still
unable to attract much research attention, particularly in the context of Malaysia especially
on business strategy, marketing competency, and strategy implementation. This paper
reviews previous works on small businesses in Malaysia, identify those issues and offer
suggestions for future research.

Keywords: Small Business; Business Strategy; Marketing Competency; Strategy
Implementation; Performance

Introduction

According to the Commission Company of Malaysia (CCM), in the year 2016, there were
6,220,395 firms registered and 4,965,763 or 79.8 per cent are categorised as small and
medium enterprises (SMEs) (www.data.gov.my). This figure shows that small and medium
enterprises (SMEs) are a large part in the business sector in Malaysia.

Khalique, Hassan, Abdul Nasir Shaari, and, Ageel, (2011), noted that small businesses are
important to the growth and stability of the economy and they become a backbone to
Malaysian economy. For example, it was recorded that 36.6 per cent of Malaysian Growth
Domestic Product (GDP) for the year 2015 was contributed by small and medium enterprises
(SMEs). In addition, this sector also provides new job opportunities to Malaysian and it was
reported that 65.3 per cent of the workforce in private sector for that year were created by
this sector (www.smecorp.my).
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As small businesses are important to the economic development, varieties of programmes
have been designed by government agencies such as TEKUN, Permodalan National Berhad
(PUNB), Malaysia External Trade Development Corporation (MARTRADE), and Majlis Amanah
Rakyat (MARA) to provide assistance and financial supports to small businesses. Besides
providing short course, training, coaching and seminar for small business owners, these
government agencies also give a chance to these small business owners to apply for financial
assistance (www.mara.gov.my, 2015).

Unfortunately, even with a lot of incentive and assistance by the government and its agencies,
the result is still disappointing. Prior research indicated that the durability of this sector is
alarming and the failure rate among small businesses is very high. It was reported that as
much as 80 to 90 per cent of small business failed in its first few years and there is variance
in the literatures reporting of small business failure. For example, according to Ahmad and
Seet, (2009), 50% of new small-business start-up failed within the first five years of operation.
Meanwhile Turner and Endres (2017), found that only one-third of small business start-up
survive more than ten years.

Therefore, in an effort to curb the increasing number of small business failure, many scholars
and experts suggested to the owner-managers of small businesses to practice strategic
management concept in their daily operation, particularly by developing an effective business
strategy (Nadim & Lussier, 2002 and Garrigds-Simén, Marqués, & Narangajavana, 2005,
Zakaria, 2010, Dessi, Ng, Floris, & Cabras, 2014)

Meanwhile, from a Resource Base View (RBV) perspective, this school of thought suggested
to the firm to combine their resources and capabilities together if they want to achieve above
average return and competitive advantages (Peteraf, 1993, Andersén, 2011, and Crema,
Verbano, & Venturini,2014). They claimed that internal resources and distinctive
competencies owned by the firms are another factor that contributes to the success of the
firm and one of the area that can be focused on is marketing function (Hitt, Duane, &
Hoskisson, 2001, O’Cass, Ngo, & Siahtiri, 2012, and Conant & White, 1999). As noted by
Walkmann, Tokarski, and Grunhagen, (2010), marketing is another crucial importance for the
success or failure of an enterprise as it helps the business owners to decide the segment they
want to enter and compete.

However, without the implementation process, even the most powerful strategy is useless. It
was reported that most of the strategies stumbles during this phase (Aaltonen & lkavalko,
2002 and Claudiu, Flaviu, & Georgeta-Mdlina, 2008). For example, Raps, (2005), reported that
only 10 per cent of the strategies are executed and Saboruin, (2015), noted that 90 per cent
of the strategy are not implemented. Thereby, besides formulation of strategy, implementing
the entire strategy is vital for any organization as this activity is more difficult than crafting a
strategy.

However, although there is a growing concern on the above-mentioned issues, to date, a
study that focuses on business strategy, marketing competency and strategy implementation
in a small business still received minimal attention ( Fillis, 2010, Nadim & Lussier, 2012, and
Hassan, Sade, & Rahman, 2013). In addition, a review from past studies also found that there
is no clear framework for a better understanding of those variables among Malaysian
entrepreneurs.

In view of these limitations, there is a need for us to develop a new research agenda to
investigate the business strategy, marketing competencies and implementation issues in
small businesses, particularly in Malaysia.
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This paper discusses the literature on the variables related to the development of a
framework focusing on business strategy, marketing competencies and strategy
implementation in the context of small business. Previous scholars had noted the limited
literature on these three variables and this study suggest a new framework based on these
variables.

The remaining sections of this paper have been organized as follows: First, we will highlight
the research issue, primarily the issues in the scope of the definition and concept of a small
business, business strategy, marketing competency, and strategy implementation. Next, a
discussion on the variables is presented and finally, based on the discussion, we will suggest
a framework on the three variables.

Research issues concerning on small business

Definition of Small Business

As far as the small businesses are concerned, the authors have identified that there is not one
accepted definition of small business in the literatures. According to Gupta, Woong kim, and
Sharma, (2011), small business can be categorised as a firm with less than 100 employees and
usually owned by a single individual with no employees and the daily operation was supported
by other than volunteer assistance from his/her family and friends.

In another study, Turner and Endres, (2017) defined a small business as a business entity,
privately owned by a person who takes on the financial risk in seeking profits and employs 50
or fewer employees.

Meanwhile, in the Malaysian context, small and medium enterprise (SMEs) are generally
defined according to a number of employees, amount of capital, amount of assets, and sales
turnover (Hashim, 2005).

Dagangnet.com, (2014), defined Small and Medium Enterprises (SMEs) as a business entity or
company that has less than 200 workers for manufacturing firms and less than 75 workers for
service sectors. Meanwhile, the annual sales for both categories are RM50 millions and RM20
millions respectively.

Another definition of small business is a definition made by SME Corp Malaysia. According to
this agency, a small business, is a company that employs between 5 to 50 full time employees
and achieve sales turnover between RM250,000 to RM10 million annually for the
manufacturing firms. On the other hand, for service sector, a company that achieve sales
turnover between RM200, 000 to RM1 million annually and employs full time staff between
5 to 19 persons is categorized as a small business (www.smecorp.my).

Given this, researchers should emphasize on their different types and definitions when they
investigate a small business.

Issues Identified From Past Studies on Small Business in Malaysia

Over the years, although small businesses have been able to attract research attention among
researchers in Malaysia, empirical studies on these institutions are still limited in terms of
scope as well as focus. At the general level, most of the studies are reported on the impacts
of the existing foreign modern supermarket or better known as ‘category killers’ to the small
business, challenges in operating a small business in Malaysia, new definitions of modern
retailing, transformation issues in small business, characteristics of the owner-manager of a
small business, and the influential factors on the survival rate of a small business (Abdullah,
Mohamad Arshad, & Abdul Latif, 2011; Khalique, Md.Isa, Abdul Nasir Shaari, & Ageel, 2011,
Hassan, Sade, & Rahman, 2013; Ahmad & Seet, 2009; Abd.Wahab, 2007).
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In our knowledge and from literature reviews, we noticed that there is still a lack of studies
that focus on business strategy and marketing competency issues in small businesses or SMEs,
particularly in Malaysia (Wan Yusoff, Jia, Azizan, and Ramin,2017).

Accordingly, the following section presents common issues on business strategy, marketing
competency, and implementation issues for further study.

Business Strategy in Small Business

Okumus et al., (2010) and Kotler, Berger, and Nils, (2010), claimed that the word ‘strategy’
comes from Greek ‘strategos’, which means ‘general’ or ‘leader of the army’ and the main
responsibility is dealing with planning and deployment of resources to meet a certain goal.
According to them, as a strategy is essential for winning the war. On the other hand, a
business strategy also essential to the success and survival of business entities.

An organization, regardless of their type and size needs an effective business strategy in order
to define a scope, direction and how to accomplish task and sustain their performance
(Hashim,2008, and Wheelen and Hunger, 2004). By having a business strategy, the owner-
manager has a guideline on how to manage his/her firm according to their environment and
make decisions on how to improve performance Okumus, Cathoth, & Levent., 2010).
According to Nandakumar, Ghobadian, and O’Regan, (2010), Tan, Liyin, and Langston,
(2012), and (Hashim, (2008), in today’s dynamic and intensely competitive environment, a
firm must formulate and implement a coherent business strategy to help the owner-manager
to make a correct decision on how to position his/her business entity against rivals, what
opportunity they need to pursue, and which market he/she must focus on.

Furthermore, business strategy will help the owner-manager on how to coordinate a set of
commitments and actions to provide value to their customers (Hanson, Dowling, Hitt, Irelend,
& Hoskisson, 2001). According to them, the firm performance is determined by how
effectively and efficiently the firm’s business strategy was organized and executed.
Additionally, by having a business strategy, the owner-manager also can determine which
activity is critical to their firm’s success, how a task should be done, and what criteria is
appropriate to evaluate the performance of that activity if he/she has a business strategy
(Sandberg, Robinson, & Pearce Il, 2001).

Therefore, many scholars and researchers urged the owner-manager to formulate and
implement a good and sound business strategy (Nandakumar, Ghobadian, & O’Regan, 2011,
Anwar & Hasnu, 2016, and Nadim & Lussier, 2002).

Unfortunately, although the concept of business model and business strategy are gaining
momentum in both practice and academic, it was found that many small business owners are
reluctant to seek information actively regarding this issue. From the literatures, it was found
that at least half of small businesses do not have any strategy in their daily operation (Dyer &
Ross, 2008, and Friis, Holmgren, & Eskilden, 2016). It was reported that many of them do not
develop an effective business strategy at all (Wan Yusoff et al., 2017).

In contrast, most them are depending solely on past experiences and pragmatic intuition
during managing business and decision-making process (Mazzarol & Reboud, 2009 and Abdul
Rahman, Yaacob, & Mat Radzi, 2016). It is also reported that, some of the business owners
believed that most of the successful entrepreneurs are not only depending on the strategy
that they have but on the idea, a concept or an urge. After that, to be successful, it must be
followed by working hard and persistence (Sandberg et al., 2001).

Previous studies also found that many owners and managers of small businesses are less
convinced on the value of strategic planning. Even though they have a strategic plan, most of
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the strategy is left on the shelf instead of using it as guidance in their business operation and
even if it is done, it is just for a short-term purpose (Wan Yusoff et al., 2017).

Finally, Sandberg, Robinson, and Pearce I, (2001), reported that, majority of small business
owners emphasis on having a business plan or strategy just because they want to apply a loan
from bank institutions or to attract investors for invest in their business. After the loan was
approved or investors are brought on board, the business plan only serves as a resource’s
solicitation document.

Given this, it’s a need for more studies to focus on this important area of research as it will
shed light to the entrepreneur about the importance of business strategy and its rules in their
business. Furthermore, to date, there is no comprehensive framework and appropriate model
of strategy being developed involving SMEs in Malaysia as a guideline (Wan Yusoff et al.,
2017).

Marketing Competency in a Small Business

As claimed by Hitt, Duane, and Hoskisson,(2001), another approach to achieve competitive
advantages is by satisfying customer’s needs and want. They asserted that it is an important
task for a manager to decide how he/she will satisfy the need of customers and build a
relationship with them.

Many studies reported that a marketing function can become another source of competitive
success to the company if it can appropriately match with other functional activities of the
firm (Mohammadzadeh, Aarabi, & Salamzadeh, 2013). It was recorded that marketing
capability is positively influencing firm’s performance and it is important for the owner-
managers to recognize a mutuality complementary relationship between this variable and
business strategy to enhance their firm’s performance (Song, Nason, & Di Benedetto, 2008,
Blackson & Stokes, 2002, and Franco, Fatima Santos, Ramalho, & Nunes, 2014).

According to Gupta (2012), while a business strategy will specify on how the business will
compete in the marketplace, the marketing activities refer to a decision that is related to
generate and sustain competitive advantage.

Lin and Tsai (2016), noted that most of the firms consist of several departments or functional
units such as manufacturing, marketing, human resources, R&D and finance. They claimed
that while a better manufacturing capability can provide value product to customers, a better
marketing capability can add more values to the customers through better advertising and
after sales service.

Hanson et al., (2001), claimed that, because of hyper competitive environment, many experts
urged the managers to change their traditional thinking from old-school to a newer mind-set
value. They contend that, in a current scenario, the conventional source of competitive
advantage such as economies of scale and a huge advertising budget cannot give the result
as they expected but unique marketing activities are crucial to the success or failure of the
enterprise.

Thus, it a need for managers or the owners of small businesses to adopt another approach in
their daily operation to keep up with sustainable competitiveness by developing competency
using their firm’s resources and capabilities and one of the capabilities is marketing activity
(Song, Nason, & Di Benedetto, 2008, Talpau & Boscor, 2011, Mitchelmore, Rowley, & Shiu,
2014, Shong Lin, Wen Hsu, & Yih Yeh, 2015, and Kamboj and Rahman, 2015). They conclude
that by having a unique marketing strategy, it will help the owner-manager to decide how
they can enter the market, which customer they should address, and how to communicate
and distribute their products or services to the potential customer.
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However, even though marketing activities can influence firm’s performance, it was argued
that small-business owners are normally paying less attention to this activity. Most of them
decide on marketing activities based on their intuition and perform it in chaotic ways (Parry,
Jones, Rowley, & Kupiec-Teahan, 2012).

In addition, past studies have shown that most marketing style of SMEs are informal, reactive,
simple, and haphazard and this practice contributes to the increase of failure rate among
small businesses (Jaafar, 2012, and Blackson & Stokes, 2002).

Furthermore, it was also found that most the small business owners do not have enough time
and resources. As a result, a non-planning culture was created and a small fraction of them
give a low priority to marketing planning (Atanassova & Clark, 2015 and Van Sheers &
Makhitha, 2016). More surprisingly, a few of the owner-manager of small business claimed
that the marketing activities are more important to large firms and it is not applicable to them
(Kamboj and Rahman, 2015). As the consequence, they noticed that most of the owner-
managers of small businesses are paying little attention to this issue.

Finally, Ropega (2011) and Groenewald, Prinsloo, and Pelser, (2014) noticed that because
small businesses have an extremely poor ability to secure financial assistance from banking
institutions, most of them are not engaging in marketing activities seriously as they feel that
they cannot afford to spend on these activities. This approach has also become another
contributing factor to the increment of cases of business failure among small businesses.
Based on these issues, further research is needed to identify the appreciation of marketing
competencies and its practices among small business owners in Malaysia.

Strategy Implementation

After a strategy was formulated then it must be followed by the implementation of activities
to achieve the desired result (Rothaermel, 2013). According to Fariborz, Yiannis, and
Sharp,(2009), Hanson et al., (2001), and Carpenter and Sanders, (2009), strategy formulation
is regarded as the understanding of the underlying bases and selecting the best option,
meanwhile strategy implementation is to address the line on how to put a formulated
strategy into action. In other word, strategy formulation is about what we are going to do,
whereas strategy implementation is the process of executing what we have planned to do.

A review from strategy implementation literatures shows that a study on this area is on the
raise. Many researchers try to prepare a conceptual paper regarding strategy
implementation. This is because although the implementation process is seen like a straight
forward task but when it started to transform a plan into action, many managers face
difficulty (Aaltonen & lkavalko, 2002). Thus, a framework for implementation of strategy is
needed (Zakaria & Dahlan, 2014, Allio, 2005, Okumus, 2001, Claudiu, Flaviu, & Georgeta-
Mdlina,2008).

By having a framework, it will help managers in performing their tasks easily as by ‘having a
roadmap in an alien territory’. This will help a manager to assess necessary steps during the
implementation phase (Kazmi, 2010).

In doing so, there are many frameworks being introduced by academicians and practitioners
as a guideline to a manager during implementing a strategy. Okumus (2001) has introduced
his framework of strategy implementation and its key variables for helping managers to
understand about the strategy implementation process. This was followed by Allio (2005),
who came out with the six steps of strategy implementation process.

Based on Allio's (2005) framework, Claudiu, Flaviu, and Georgeta-Mdlina (2008) outlined the
guidelines for implementation of strategy that consists of eight practical guidelines such as
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simplicity; establishing common language; assessment of the responsibility of entire staff;
balancing of short term and long term objective; accuracy; usage of a common format to
enhance clarity in communication; regularly, structured and time-limited reunions, and link
implementation activities with the firm’s resources. In their frameworks, they were stressing
on communications process among managers and subordinate for a successful
implementation of desired strategy.

Based on Okumus ‘s (2001) framework of strategy implementation, Kazmi (2010) came out
with his strategy implementation framework. Similar with Okumus, his framework consists of
three major themes involved during the implementation phase, namely activating strategies,
managing changes, and achieving effectiveness.

Although there are many frameworks available to help managers identify with, the reason
why it should be taken and their sequences are given, literatures reported that many of the
organizations are still facing with various problems during the implementation of the strategy
(Carpenter & Sanders, 2009). It was found that the real success rate of strategy
implementation lies between 10 per cent and 30 per cent and this shows that most of the
companies have a strategy but only a few actually realise them (Cater & Pucko, 2010 and
Claudiu et al., 2008).

Ali and Hadi,(2012), Kazmi,(2010), Alexander,(1991), Al-Ghamdi,(1988), Okumus, (2001), and
Sabourin, (2015), found that the strategy mostly failed to produce an expected result not due
to a poor strategy but because of failure during the implementation stage. They found various
issues that contribute to the failure rate of strategy implementation process such as the ability
of the manager to implement the entire strategy, characteristic and management style of the
owner-manager, organizational culture, organizational structure, the degree of involvement
of the subordinates, and the system and models of implementation process. According to
them, if the owner-manager is able to overcome these obstacles, the strategy will be
implemented successfully and the organization can achieve their objective.

Hence, it is needed for more studies to focus on this issue as well because it will give a light
to the entrepreneur about the importance for them to master the implementation skill to
ensure their business strategy and marketing strategy will achieve the objective.

Thus, based on the above discussion, we suggest the following framework as below:

Business strategy Strategy implementation Small

businress

Issue performance

Marketing competency

Figure 1: Research framework
Conclusion and towards a Research Agenda

Based on the review of the literature and past studies, this paper identifies and proposes a
few key areas that need further empirical investigations to improve our knowledge on small
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business in Malaysia, particularly on business strategy, marketing competency, and strategy
implementation.

This paper began by highlighting the importance of business strategy and marketing
competency to the firm’s performance. By having a business strategy and marketing
competency, the owner-manager of small businesses can achieve the firm’s objective and
he/she can ensure his/her firm can compete on all dimensions of competitive priority and at
the same time achieve higher performance.

However, this relationship is dependent on the ability of the owner-manager to translate and
implement the entire business strategy and marketing activities. This can suggest that the
ability of the owner-manager to implement a desired strategy and overcome the
implementation issues in his/her organization is another factors that influence the
performance of his/her firm.

This paper has presented a discussion and a framework based on the related analysis has
been shown. We believe that further research based on the framework would yield significant
findings on the research agenda of business strategy, marketing competencies and strategy
implementation among small businesses. A reliable framework would in the end enable small
businesses to survive and improve their business performance in future.
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