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Abstract. The advent of online business has changed the pattern of doing business recently. This 
circumstance puts more pressure on SMEs to sustain their position in the fiercely competitive 
market. Unlike multinational companies, SMEs have several inevitable weaknesses in terms of 
planning strategy, technology exposure as well as resources that serve as a stumbling block to 
their better and competitive performance. Thus, online business appears to be a new medium to 
enhance the performance. Therefore, this study aims to investigate the influences of 
effectiveness, competitive advantage and market accessibility on SME performance in Malaysia. 
This study uses cross sectional study which focuses on SMEs that are engaged in online 
businesses. 200 questionnaires were distributed particularly to SMEs in food and beverages 
(F&B); apparel and textile (A&T); and health and cosmetic (H&C) industries in Malaysia. Results 
indicate that market accessibility is the only variable which has an influence on entrepreneurs in 
online businesses within SMEs performance (β=.48, p<.01). This study can shed light on SME 
performance to the government. For example policy makers can enhance programs and initiatives 
in the SMEs Master Plan for the year 2012-2020. This study also helps the SMEs avail 
themselves of the online business opportunity in enhancing their performance. Therefore, the 
implication of market accessibility in influencing SME performance is discussed in this study. 
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1 Introduction  
SMEs are one of the country’s backbones in driving 
Malaysian economic growth close to other developed 
countries. Therefore, SMEs is encouraged to find ways 
such as engage in online business in ensuring their 
business remains competitive in the market. Online 
business helps firms become cost effective and at the 
same time improve productivity and quality. Thus, the 
online business appears to be a new medium to enhance 
business, especially in achieving better performance ad 
sustainability.  

The idea of online business starts takes place and 
gradually replacing the traditional business system and 
some of business uses it as the channel of 
communication for their business, especially in creating 
a better and effective relationship with the customer and 
other stakeholders. In addition, the online business can 
be done faster and cost effective to the customer as well 
as for the businesses.  Hence, that is why business starts 
chooses to go online, especially for SMEs in a certain 
business field such as food and beverages textile and 
apparel, as well as beauty and cosmetic.  

According to [1], although 90% SMEs in Malaysia 
are using personal computers in their businesses, the IT 
implementations are still at the fundamental stage.  The 
result is parallel with a research finding by [2] where the 
SMEs usage of online business among Malaysian SMEs 
is still low. To enhance the usage of online business, [3] 
has proposed online business or e- commerce adoption 
and implementation in SMEs business. This is because; 
the increasing of world population and internet user can 
be one of the opportunities for Malaysian SMEs to gain 
and improve their business performance. Besides, online 
business gives opportunity to improve SME’s 
performance in domestic and international market. 
Unlike multinational companies, most of SMEs 
especially in Malaysia has weaknesses in term planning 
strategy, technology exposure as well as resources such 
as capital that become barriers for their expansion of 
business and operation abroad.  Thus, the easiest and 
fastest strategy to reach the market is through online 
business strategies [4].   

 According to [5], online business will change Asia 
more than it changes the U.S. This shows that online 
business plays an important role to help the company 
change the way of doing business with local and 
overseas client and agents more cost effectively. This 
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statement supports this study where SMEs in Malaysia is 
part of Asia and these SMEs will deal with the 
advancement of technology such as online business even 
though they will face a lot of challenges difficulties in 
implementing the online business. Hence, with the 
current scenario and justification made earlier, the 
primary aim of this study is to reveal the influences 
variables to the SME performance by the SMEs that 
already implemented the online business in their 
business. 

 

2 Literature Review  
2.1 SME Performance 

The performance and growth of SMEs is a major driver 
and indices for the level of industrialization; 
modernization; urbanization, gainful and meaningful 
employment for all those who are able and willing to 
work, equitable distribution of income, the welfare, 
income per capital and quality of life enjoyed by the 
citizenry [6].  

Performance is a widely used concept in many 
areas. Usually, performance is a measure of how well a 
mechanism or process achieves its purpose. In enterprise 
management, [7] defines an organization’s performance 
as how well the organization is managed and “the value 
the organization delivers for customers and other 
stakeholders.” For the purposes of this research, SME 
performance is related to sales based performance and 
organizational based performance, which is also focused 
on the financial part such as profitability, growth, cost 
reduction, market share and Return on Investment (ROI) 
and non-financial part which is customer satisfaction, 
employee satisfaction and productivity as well as 
innovation. 

Studies have found that there is a significant 
relationship between competitive advantage and the 
sales-based performance of SMEs, when sales-based 
performance was measured by the level of sales revenue, 
profitability, return on investments, productivity, product 
added value, market share and product growth [8]. 
Additionally, other studies also further illustrate a 
significant relationship between effectiveness and the 
organizational-based performance of organizations, 
when organizational-based performance was measured 
by the emphasis on efficient organizational internal 
processes, customer satisfaction, employee development 
and job satisfaction [4]. 

Competitive advantage and business performance 
are two different constructs with an apparently complex 
relationship [9]. Since the 1980s, many scholars began to 
study online business on marketing activities of SMEs. 
Most scholars believe that with the development of 
internet technology, the performance of online business 
applications in SMEs has a significant promotion effect; 
in addition, some scholars also found some problems in 

the implementation of online business enterprises, and 
put forward the path and strategy of enterprises to 
optimize the mode of online business [10, 11]. A study 
of [12] investigated the impact of information 
technology on the competitive environment, and how to 
use internet technology to improve the competitive 
advantage of enterprises. The finding was the internet 
technology promotes the enterprises to develop new 
business, and bring more business opportunities for the 
enterprise. 

As analyzed by [13], more than 40 SMEs from 
Canada, China, Japan and Mexico developed the online 
business in the international market. The result shows 
that online business can reduce product and service cost 
in a unique way, and combine the information and 
capital at the same time, then enhance enterprise 
effectiveness and competitive advantage. This is aligned 
with most previous studies on SMEs which is online 
business give a lot of impact towards SMEs’ 
performance and it’s just the SMEs do not take full 
charge of the opportunity of the online business. As 
discussed, the online businesses create effective 
business, competitive advantage and business have more 
market accessibility in domestically and internationally 
which directly associated with business performance. 
Therefore, studying SME performance would provide 
insights into the existing literature in the domain of 
effectiveness, competitive advantage and market 
accessibility.  

2.2 Effectiveness 

The key of online business effectiveness is its ability to 
target the right customers, cost efficiency and analytics. 
Adoption of online business is not only strengthening 
growth possibilities, but also creating a network with all 
other business in the world, can have cooperation, and 
can improve quality and knowledge [14].     

 According to [15], online business is important to 
SMEs because it will help to develop the efficiency of 
the organization. Several studies finding shows that use 
of e- business increase sales and can reduce business 
costs and improve productivity of the business [16]. The 
use of online business can improve business 
competitiveness with the internet providing numerous 
opportunities for SMEs to compete equally with large 
corporations [17]. The study conducted by [18] argued 
that the flow of information in an organization is the 
blood life of any business operating unit irrespective of 
its size. It is commonly accepted that online business 
provides many potential benefits to organizations so as 
to make them more efficient, effective and competitive 
[19].  

Meanwhile, [3] suggests that SMEs should 
implement online business since it’s really effective for 
business productivity and SME performance especially 
in online services.  Additionally, online business is the 
kind of technology that enables flexibility and cost-
effectiveness is now considered a requirement for SMEs 
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in the current competitive global market. By the 
implementation, it adds value to the company in its day-
to-day business transactions. Realizing the effectiveness 
of online business to business, SMEs are encouraged to 
involve more with technology. This is helping SMEs to 
become more effective in dealing with the challenging 
world [3].          

2.3 Competitive Advantage 

Competitive advantage is a base for a good strategy, and 
a good one creates competitive advantage [20]. Recently, 
[21] claim that IT and the Internet in particular can 
create a competitive advantage and improve performance 
and competitiveness and also it has been argued that 
achieving a position of competitive advantage is a 
necessary precursor to a SME significant performance. 
One of the ways for companies to be ahead of its 
competitor is to stay updated and in-trend is via 
engaging in online business. Online business is one of 
the strategies of the company and SMEs implement in 
their business nowadays.  

 Having online presence can be beneficial for many 
SMEs with adequate preparation prior to its 
implementation. They gain competitive advantage 
through online business. The online business can be the 
resourceful medium or platform for SMEs to gain 
competitive advantage against its competitor. This can 
be supported by the theory of Resource- Based View 
(RBV). RBV stipulates that the fundamental sources and 
drivers of competitive advantage and superior 
performance are chiefly associated with the attributes of 
resources and capabilities, which are valuable and 
costly-to-copy [22].   

 In literature on the other industry such as tourism 
and hospitality, result indicates the primary role of IT in 
the hotel industry is to improve its productivity and lead 
to a better SME’s performance. Many studies on tourism 
and hospitality industry claim that ICT, especially online 
business is one of a competitive advantage factors. This 
can be the proof that online business gives competitive 
advantage to the companies. The existence of website, 
application for mobile and advertising via social media 
by this industry shows the importance of online business. 

Online business has received much attention in the 
last two decades due to its effects and potential impact 
on organizational success especially for SMEs. 
However, according to [23], the degree to which a small- 
to SMEs may experience the internet as a threat or 
opportunity in developing business strategies will 
depend on industry and firm factors such as: The small 
firm’s technical and internet knowledge, rate at which 
the market is growing,  pace of innovation and change in 
the industry,  technical and internet strengths of the 
larger competitors, sources of competitive advantage for 
the small business,  strategic intent of the larger 
competitors, structure of the industry in which the firm 
competes.    

2.4 Market Accessibility   

Market access can be defined as the process to ensure 
that all appropriate patients who would benefit get rapid 
and maintained access to the brand, at the right price. 
The goal of business is to gain wider market accessibility 
domestically, internationally and globally so that their 
business can be a legacy or sustainability in the world 
besides making a profit and achieve business growth. 
Thus, one of the ways to make these goals become 
reality is through e- business or online business.  

For many SMEs, the unpredictability of doing 
business and the complexity of procedures and 
regulations in many countries are perceived as major 
barriers. Furthermore, access to finance, new technology 
and good, reliable infrastructure, especially for 
communications and logistics, are all special problems 
for growth-oriented SMEs [24]. According to [25], the 
internet can be a critical factor in enhancing a firm’s 
market reach and operational efficiency. It has been 
agreed by many authors that invest in, and proper 
utilization of online business is a major way of 
improving productivity among the vital SME sector.  

Application of online business is found to have a 
significant positive relationship with increased 
performance of SMEs in Malaysia. This result is 
consistent with the prior research findings by [26] where 
an application of information technology will enhance 
the overall performance of SMEs in Malaysia. The 
adoption of online business will assist an organization in 
storing information as well as communicating with their 
international customer, suppliers and business partner 
who will facilitate business transaction oversea. As a 
result, it will lead to a better performance in reducing the 
operating expenses as a whole. Online businesses also 
help to facilitate SMEs to penetrate foreign markets. 
Basically, they have the potential market in their vision 
and online business helps to execute this vision into 
reality and an achievement. This is because, when 
market size increases, the benefits of internationalization 
will increase [27].    

Given all the literature, the specific hypotheses are 
developed as follows:   

H1: There is a significant relationship between 
effectiveness and SME performance. 

H2: There is a significant relationship between 
competitive advantage and SME performance. 

H3: There is a significant relationship between market 
accessibility and SME performance. 

3 Methodology  
The population of this research included SMEs that 
already implemented online business in their business 
from three (3) types of industries which are food and 
beverages textile and apparel, as well as beauty and 
cosmetic. This study utilized the quantitative method 
(eg. questionnaire). Questionnaires are distributed 
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randomly for 200 respondents. The SPSS software 
(version 22) has been used for the statistical analysis. 
The instruments used for all variables (performance, 
effectiveness, competitive advantage and market 
accessibility) have been adapted from previous 
measurements. SMEs need to respond their opinion 
towards four variables of performance (12 items) 
effectiveness (9 items), competitive advantage (8 items) 
and market accessibility (13 items).  

4 Results and Discussions 
Table 1 presented the response rate based on the total 
number of distributed questionnaires. Out of 200 
distributed questionnaires, only 101 (50.5%) of the 
returned questionnaires have been used for further 
analysis.  

Table 1. Response Rate 
 Figures Percentage 
Number of Distributed Questionnaire  200 100% 
Number of Returned Questionnaires 109 54.5% 
Number of Usable Questionnaire 101 50.5% 
 
4.1 Respondents’ Background 
 
Most of the respondents who participated in this study 
were female (55.4%), it meant that and the remaining of 
the repondents were male (43.6%). In term of business 
experiences, 49.5% of respondents have 1 to 5 years of 
business experience. This percentage was followed by 
33.7% of respondents have 6 to 10 years of business 
experience. About 9.9% of respondents have 11 to 15 
years of business experience and 5.9% of respondents 
have 16 to 20 years of business experience. The lowest 
percentages of responses (1.0%) are obtained from 
respondents who have more than 20 years of business 
experience.    
 

In term of industry’s type, 48.5% of respondents 
came from food and beverage (F&B) industry; 32.7% of 
respondents from the apparel and textile (A&T) industry; 
10.9% of respondents from health and cosmetic (H&C) 
industry and the remaining 7.39% of respondents were 
from other industries. 
 

In the aspect of respondents’ perception towards 
their abilities to sell the products in the foreign market, 
most of respondents (67.3%) ticked ‘yes’ for the answer. 
This percentage was followed by 25.7% of the 
respondents ticked ‘in the process’. A small percentage 
ofv 6.9% ticked ‘no’ for the answer.  
  
4.2 Reliability Analysis 
 
The Cronbach’s alpha values are reported at .85 for 
effectiveness, .84 for competitive advantage and .92 for 
market accessibility. As for the SME performance, 
Cronbach’s alpha value is reported at .94. According to 
[28] the Cronbach’s alpha values showed that all of the 
variables are good to excellent in this study.  
 
 

4.3 Mean and SD Analyses 
 

In this study, the interpretation of mean scores has been 
referred to the previous authors [29]. According to these 
authors, the mean scores ranged from low (1.00-2.00), 
moderately low (2.01-3.00), moderately high (3.01-4.00) 
to high (4.01-5.00). As presented in Table 1, the mean 
value for SME performance was 4.01. Therefore, high 
acceptance is observed for this variable. Almost similar 
means score is recorded for effectiveness and market 
accessibility; 4.02, and 4.05. Competitive advantage has 
been recorded to have the lowest mean score at 3.73.  
However, moderately high acceptance is found for this 
variable.  
 

Table 2. Mean and SD Values 
Variables N Mean SD 
SME Performance 101 4.01 .48 
Effectiveness 101 4.02 .44 
Competitive Advantage 101 3.73 .54 
Market Accessibility 101 4.05 .55 

 
As for the SD analysis, it is noted that the SD values for 
SME performance (.48), effectiveness (.44), competitive 
advantage (.54) and market accessibility (.55) were also 
high.  
 
4.4 Correlation Analysis 
 
Pearson correlation coefficient (r) is a technique to 
determine the relationship between two quantitative and 
continuous variables. It measured the strength of the 
association between the variables. In this study, the 
correlation analysis had been run to determine the 
interdependency between SME performance, 
effectiveness, competitive advantage and market 
accessibility.  
 

As presented in Table 3, low correlation is 
observed between SME performance and effectiveness 
(r=.37, p<.01). Next, moderate correlations are found 
between SME performance and competitive advantage 
(r=.43, p<.01) and between SME performance and 
market accessibility (r=.58, p<.01).  
 

Also, moderate correlations are remarked for 
relationships between effectiveness and competitive 
advantage (r=.67, p<.01), effectiveness and market 
accessibility (r=.63, p<.01) and between competitive 
advantage and market accessibility (r=.66, p<.01). In 
sum, all correlations are reported as significantly and 
positively related between each other. 
 

Table 3.  Correlation Analysis 
Variables N 1 2 3 4 

1. SME Performance 101 -    
2. Effectiveness 101 .37** -   
3. Competitive 
Advantage 

101 .43** .67** -  

4. Market 
Accessibility 

101 .58** .63** .66** - 

**Correlation is significant at the 0.01 level (2-tailed) 
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4.5 Regression Analysis 
 
As presented in Table 4, 35.0% of the variance in SME 
performance is explained by effectiveness, competitive 
advantage and market accessibility (R2=.35). To further 
clarify, the remaining of 65.0% of variance in 
entrepreneurial intention among these respondents is 
explained by the other variables. In addition, the adjusted 
R2 value also taken into account as .33.  
 

Based on the results, only market accessibility is 
positively associated with SME performance (β=.48, 
p<.01). Thus, this implied that only market accessibility 
is significantly related to SME performance among 
respondents in this study. Therefore, H3: There is a 
significant relationship between market accessibility and 
SME performance is supported in this study. 
 

Table 4.  Regression Analysis 
Variables SME Performance 

Beta Sig. 
Effectiveness -.05 .72 

Competitive Advantage .09 .39 
Market Accessibility .48 .00 

R2 = 0.35 
Adjusted R2 = 0.33 

F = 17.121 
**Correlation is significant at the .01 level (2-tailed 
 

Conversely, this study found that effectiveness 
(β=-.05, p>.01) and competitive advantage (β=.09, 
p>.01) are insignificantly related with SME performance 
among the respondents in this study. Thus, H1: There is a 
significant relationship between effectiveness and SME 
performance; and H2: There is a significant relationship 
between competitive advantage and SME performance 
are not supported respectively in this study.  

5 Conclusions 
The results of this study presented that the level of SME 
performance in this study was in the high indications 
with the mean value reported at 4.01. Not only that, the 
level of effectiveness and market analysis was also high 
with the mean values reported at 4.02 and 4.05 each. A 
moderately high level of competitive advantage is 
reported at 3.73.  
 

As presented in Table 3, market accessibility is 
positively associated with SME performance (β=.48, 
p<.01). Therefore, only H3: There is a significant 
relationship between market accessibility and SME 
performance is supported in this study.  
 

Based on the results, it can be concluded that by 
increasing the level of market accessibility within the 
online business entrepreneurs, the future level of SME 
performance can be enhanced. In the theoretical 
perspective, these findings had been consistent with the 
previous findings as reported by several authors [25, 26, 
27, and 28]. For example, [26] pointed out that 
internationalization is important for greater market 

access by SMEs for their sustainability strategy. In 
addition, the Internet which included of the online 
business can be a critical factor in enhancing SME 
market reach and its operational more efficiency. It has 
been agreed by many authors that invest in, and proper 
utilization of ICT is a major way of improving market 
accessibility among the vital SME sector. As a 
conclusion, this study presented that the online business 
created the entry mode by the market accessibility and it 
was positively and significantly related to SME 
performance. 
 

In the practical perspective, the appropriate bodies 
such as policy maker or government possibly initiate and 
enhance appropriate policies and programs to help SME 
to utilize the online business presence and advantages. It 
can be enhanced by taking some initiatives to ensure 
both entrepreneurs and customers have access to the new 
technology by providing the strong and reliable 
infrastructure, particularly as a medium for 
entrepreneurs-customers interaction. These initiatives 
could ensure the existence of market accessibility for the 
current online business entrepreneurs in Malaysia and 
assist the online entrepreneurs to go further in the global 
market accessibility.         

 
Also, this study provides awareness to the SME 

regarding the opportunities created by online business 
towards their business performance. The performance 
could be in term of satisfied customer and supplier 
relations, personnel, quality, flexibility, and planning. 
 

Having respondents from SMEs industry in this 
study was not an easy process since not all online 
business entrepreneurs in this industry wanted to 
cooperate in providing their responses. Furthermore, it 
took about 2 to 3 months for the respondents to give 
their responses.  Other than the large sample size, the 
researchers would like to propose for the future 
researchers to look on the other type of SME industry 
which focused on the services. 
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