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ABSTRACT

The aims of this study are to investigate whether there is any relationship between the
small business firm performance and the practice of market orientation. This study will
investigate the direct linkage between small business performance and the practice of
market orientation in small business sector. Additionally, this study will also help small
business owners or entrepreneurs to actually practice marketing concept in their
organization. Data were collected using a survey method and questionnaires were
delivered personally and by mail to the owners of small firms operating in the areas of
Chunglun town and small businesses operating in UUM shopping malls as well.

The sample size was 40 firms which were selected among small firms operated in

Chunglun and UUM.

The result of the hypothesis regression analyses indicated that all hypotheses test were

supported and there is certainly a positive effect and significant relationship between the

three dimension/factor of market orientation and firm performance in small firms.
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Chapter One
INTRODUCTION

1.1 Introduction

Small and medium size business is a major contributor to Malaysian economy. For a very long
time, small and medium sized enterprises (SME) sector accounted for a large portion of the total
number of business in the Malaysian economy. Small business is considered as a sub sector of
SMEs in Malaysian, along with micro size enterprises ( SIMDEC, 2005) operates in various
industrial sector and contributes not only in greater production but also in employment and

provide self employment opportunities (Hashim, 2005).

According to national SME Development council, the new definition was established to
distinguish SME sector from large sector. SME in Malaysia is redefined into three broad
categories based on different industries. The newly revised definition of SMEs offered by the
National SME council and according to this definition SMEs is categorized as Micro, small and
medium size enterprises. In this study small business from SME sector is on focus which operate
with 5 to 50 full time employee and annual sales turnover of around RM200, 000-less than 10

million. (Hashim, 2004).

Today, a company does not need to be large to be successful, new and small companies have
already become an important agent of change around the worlds, generating 2.4 times

innovations as large firms and creating 5.8 million new jobs between 1987 and 1992 (Welch,
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Furthermore, if small firms overall have a lower market orientation, it could be justified by the
fact that there is refection in performance outcomes for the firm. Performance outcomes can be
linked with planning (Gibson 1997) and coordinating systems in small businesses. Formal
business planning, of which marketing planning is a part, is a means of identifying and
evaluating strategic alternatives (Scwenk and Schrader 1993). It is also an outcome of the

process of information search and evaluation of alternatives.

In a nutshell, few size-related differences in the marketing behaviors and activities of firms
emerge from this study. They practice similar qualitative forms of market orientation and there
are no differences between the groups in the levels of the three components of the market
orientation construct. The performance consequences of market oriented behaviors are also the

same.
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