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ABSTRACT

The purpose of this paper is to investigate the role of geographical scope level as a
moderator of the relationship between international entrepreneurial orientation and the
international performance of small and medium enterprises (SMESs) in the Malaysian halal food
industry. Most of the previous studies have discovered that there is a positive relationship
between international entrepreneur orientation (IEO) and the international performance.
Unfortunately, many studies were focused on developed countries and high technology industry.
Furthermore, the role of geographical scope as a moderator also been excluded in the majority
of studies from both international business and international entrepreneurship. This study offers
an alternative in developing countries and other industry settings that influenced through the
Islamic religious factor in producing special dietary requirements for Muslim consumers, which
is known as the halal food industry. This study is a quantitative research designed using the
survey method. The result of the survey shows that there is a significant relationship between two
groups of small and medium enterprises towards their geographical scope level, international
entrepreneur orientation, and international performance. Moreover, SMEs that export to wider
geographical scope achieve higher international performance and growth as global exporters
compare to those SMEs that operates within a narrow scope only gets to attain lower
performance and growth as international exporters.

Keywords: Entrepreneurial orientation. International entrepreneur orientation. International
performance. Geographical scope level, Small and medium enterprises. Halal food industry

INTRODUCTION

Falling trade barriers and innovations in information and communication technology
(ICT), particularly the widespread use of the Internet and e-commerce, have provided new
opportunities for the internationalization of small and medium-sized enterprises (Knight, 2001).
One response to this changing environment is an increasing interest in entrepreneurship. The
entrepreneurs are the core decision makers and have the greatest influence on their firms,
business strategy and roadmaps formulation, setting the firm’s goals and steering the firm
forward (Masurel et al., 2003). They play an important role in economic growth, innovation,
competitiveness and poverty alleviation (Kropp et al., 2006).

At the firm level, the market diversification and exporting become an opportunity for
entrepreneurs being less dependent on the domestic market. By reaching new customers in
foreign markets as entrepreneurs may also explore more of the economic scale and to achieve
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lower production costs while producing more efficiently for their business growth. It is argued
that entrepreneurial orientations (EO) have contributed significantly to the development of the
performance of small and medium enterprises (Wang, 2008). Entrepreneurial orientation has
been conceptualized as the process and decision-making activities used by entrepreneurs that
lead to entry and support of business activities (Lumpkin and Dess, 2001; Kropp et al., 2006).
While it is often believed that EO has a universally positive influence on firm performance
(Wales et al. 2013).

Although EO has been regarded as a vehicle for success and survival in an increasingly
competitive and global economy (Covin and Slevin, 1991), the concept was originally developed
in the US and have been used in Europe regions in the high technology industry. A large number
of well-established theories in international business research have been derived from the context
of advanced markets and highly industrialized research settings, which raises the question
whether these theories can be applied to the context of emerging markets as well (e.g. Jaworski
and Kohli, 1993; Dawar and Chattopadhyay, 2002; Burgess and Steenkamp, 2006). Therefore, it
may be biased toward Asian regions, mainly if it is involving different economy sectors such as
Malaysian halal industry for example. Some studies have attempted to test the cross-cultural
and/or the cross-national validity of EO.

Additionally, research on small firm internationalization has been criticized for the lack
of attention given to international entrepreneurship (IE) field of study (Zahra, 1993; Oviatt and
McDougall, 1994) and IE is one of the emerging areas of international business research.
McDougall and Oviatt (2000) define international entrepreneurship as “a combination of
innovative, proactive and risk-seeking behavior that crosses national borders and is intended to
create value in organizations” (p. 903). In the international business context, the term
international entrepreneurial orientation (IEO) extends the concept of entrepreneurial orientation
to cover processes and activities that cross national borders (Coviello and Jones 2004; Knight
and Cavusgil 2004, 2005). Geographical scope becomes one of the main issues to differentiate
between early internationalization of small firms in IE and traditional SMEs (Oviatt and
McDougall, 1994; Knight and Cavusgil, 1996, Kuivalainen et al., 2007).

Since, SMEs are the backbone of the Malaysian economy, therefore, it is crucial to
understand why some SMEs are successful and others are less successful in their
internationalization from the Malaysian business context. Therefore, this study makes a
significant contribution to both practitioners and researchers pertaining to this. The research
question in this study is how a geographical scope level moderates the relationship between
international entrepreneurial orientation and the performance of SMEs in the Malaysian halal
food industry.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
Theoretical perspective — Resource-Based View

The Resource-Based View (RBV) of the firm argues that firm performance is better
explained by differences in firm resources than in industry structure (Wernerfelt, 1984).
Resources can be tangible or intangible in nature. Tangible resources include capital, access to
capital and location (among others). Intangible resources consist of knowledge, capabilities and
reputation among others.

One of the principal insights of the RBV is that not all resources are of equal importance
or possess the potential to be a source of sustainable competitive advantage. Barney (1991)
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proposes that advantage-creating resources must come across four conditions, namely, value,
rareness, inimitability, and non-substitutable. It must allow the firm to conceive implement
strategies that improve its efficiency and effectiveness in satisfying the needs of customers.

Chandler and Hanks (1994a) have argued that firm performance is a function not only of
the accessibility to resources but also of an entrepreneur’s managerial competence. Few studies
have considered small firms from a RBV (Lerner and Almor, 2002), even small firms are likely
those which must rely heavily on the resource of owner skills. Entrepreneurial characteristics are
considered as resources for the entrepreneur as well as the firm (Alvarez and Busenitz, 2001).
For small business owners, EO is involving also management skills, and therefore this resource
which leads to competitive advantages. EO describes firm-level strategic processes that firms use
to obtain a competitive advantage and it is considered an important driver of firm performance
(Rauch et al. 2009). Firms high in EO innovate frequently, make risky decisions, and act
proactively on opportunities. Thus, EO focuses on obtaining a competitive advantage by looking
for new opportunities, anticipating demands aggressively, taking a risk and positioning new
products in markets (Lumpkin and Dess, 1996). For a small business entrepreneur, EO is
equivalent to management skills and it consequently is a unique intangible resource that leads to
competitive advantages (Runyan et al., 2006).

From the above statements, it is clear that in the halal industry the production process is
frequently unique to meet Muslim dietary requirements and offers value creation for both
Muslim and non-Muslim consumers through halal certification. Therefore, it is important for the
owners-managers in this industry develop their international entrepreneur orientation (IEO),
intangible capability to venture into export markets as a source of their competitive advantage.

Entrepreneurial Orientation

Entrepreneurial orientation (EO) has been suggested as an essential attribute of high
performing firms (Covin and Slevin 1989; Lumpkin and Dess 1996; Dess et al. 1997; Lee and
Peterson 2000), and the role of culture for strengthening EO has been highlighted in many
studies (Lumpkin and Dess 1996; Lee and Peterson 2000; Marino et al. 2002). The concept of
EO is relatively broad, as it refers to the decision-making styles, management behavior, and
culture of the whole firm. The EO concept suggests that firms should be entrepreneurial in order
to achieve superior performance (Dess et al. 2011).

The original framework of EO was introduced by Miller (1983) who used the dimensions

of innovation, proactiveness, and risk-taking to measure entrepreneurship. These three
dimensions were also adopted by subsequent studies (Covin and Slevin 1989; Lumpkin and Dess
1996; Lee and Peterson, 2000 ). Covin and Slevin (1989, 1991) expanded upon the idea that
engaging in product-market innovation, being the first to introduce new markets (proactiveness),
and undertaking risky ventures are at the core of entrepreneurship. Their conceptualization of EO
as the concurrent exhibition of risk-taking, proactiveness, and innovativeness has become widely
accepted in the scholarly community (Bhuian et al. 2005).
Lumpkin and Dess (1996) and Lee and Peterson (2000) described EO as the process, practice,
and decision-making activity that contributes to new entry into the marketplace. They also
distinguished between EO and entrepreneurship. They characterized EO as the entrepreneurial
process that managers use to act entrepreneurially, whereas entrepreneurship can be defined as a
new entry into the market. According to Lumpkin and Dess (1996), the essential quality of
entrepreneurship is based on new entry or newly established markets with novel or existing
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products, as considerably as the launch of new ventures. In short, EO has been used to refer to
the strategy- making processes of firms engaged in an entrepreneurial activity (Lumpkin and
Dess, 2001).

In these circumstances, EO can boost firms’ profitability by ensuring that they constantly
seek new opportunities which enable firms to create first-mover advantages, charge premium
prices, and skim the top of the market ahead of their competitors. The ability to respond quickly
to customer needs may also deliver a positive impact because it provides the firm with a first-
mover advantage. First-mover advantage refers to being the first firm to enter a given foreign
market with a particular product or process (Knight et al., 2004). According to these authors,
advantages may accrue to the pioneering firm for several reasons. First, for a time at least, the
firm enjoys a monopoly in the given product market. Second, the first mover has a better chance
to establish a propitious market position. Third, it advances early up the relevant product-market
learning curve. Finally, first movers are better positioned to influence initial consumer
preferences regarding the characteristics and benefits of the pioneering product.

However, Lumpkin and Dess (1996) indicated that the relationship between EO and firm
performance is context specific. They emphasized the need for investigating the role of
environmental and organizational variables to enhance the understanding of how EO contributes
to performance. They included organizational culture as one of the key contingencies that are
associated with the EO-performance relationship. Some studies also emphasize the role of
national culture as a stimulator for strong EO. Lee and Peterson (2000) proposed that only
countries with specific cultural tendencies will stimulate strong EO and therefore experience
more entrepreneurship and global competitiveness. Their model emphasized the importance of a
national culture’s ability to produce strong EO within entrepreneurs and firms. In a study
conducted by Boso et al., (2012a) they found that EO enables firms to influence the market and
market behaviors by offering innovative products in emerging markets that satisfy export
customers, latent needs. Some other study by Gruber-Muecke et al. (2015) confirmed that market
orientation and EO do have an impact on firm performance in emerging markets.

The results concerning the relationship between EO and performance are not conclusive
(Rauch et al. 2009). The theory posits that EO enhances performance (Lumpkin and Dess 1996),
but existing empirical evidence does not fully support this assumption. For example Lee et al.
(2001) find only a weak evidence of the positive relationship between EO and performance in the
case of new ventures, while Slater and Narver (2000) find no relationship between EO and
profitability. Moreno and Casillas (2008) also suggest that the direct influence of EO on firm
growth is not significant. In contrast, Wiklund and Shepherd (2005) confirmed a positive
relationship between EO and business performance. Several studies suggest that the link between
EO and performance is likely more complex than a simple main-effects-only relationship and
that this link can vary depending on both the context in which firms act and several internal
characteristics (Chaston and Sadler-Smith 2011; Rauch et al. 2009; Wiklund and Shepherd
2003).

International Entrepreneur Orientation

Subject areas within the field of IE further emphasize the importance of the decision-
makers and show that decision-makers' attitudes towards internationalization (e.g.,Oviatt and
McDougall, 1994), as well as their ability to discover, evaluate and exploit business
opportunities across national borders (e.g. Oviatt and McDougall, 2005), impact SMEs'
internationalization patterns. Other scholars in IE, for example, Knight (2001), Jantunen et al.
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(2007) also have suggested that EO can be meaningfully extended to the field of IE as a way of
examining and explaining the cross-border internationalization of firms.

In addition to this, the development of internationalization studies with a focus on the
increasingly active role played by international entrepreneurs of SMEs (Bell et al., 2003;
Johanson and Vahlne, 2003). This is because the decision-making power within SMEs and the
impulsion for a firm’s internationalization often lies with the international entrepreneur, opposed
to the management team, which are responsible for decision-making in larger multi-national
firms (Bhuian et al., 2005). A firm’s IEO can also enable the business to identify and exploit
these internationalization opportunities.

IEO is a multi-dimensional concept (Covin and Slevin,1991), reflecting the firm’s overall
pro-activeness and aggressive in its pursuit of international markets (Knight, 2000; 2001). The
concept of IEO incorporates three dimensions drawing from the work of Miller (1983). These
three dimensions reflect the firm’s propensity to engage in international innovative, proactive
and risk-taking behaviors in order to achieve the firm’s competitive and internationally oriented
goals (Knight, 2001).

Therefore, firms with a strong IEO create a significant advantage and differentiation over
their competition, facilitating both market share and profitability. A substantial degree of IEO
also brings new customers to the firm and helps the firm to retain existing customers by
providing new products. Customers are frequently willing to pay premiums for innovations and
improved products, especially when the competition does not provide similar offerings
(Robinson and Min, 2002). Additionally, in order to address customer needs that may not yet be
known, firms must engage in new exploration, support novel ideas, experiment, and stimulate
creativity, all of which are essential elements of EO (Covin et al. 2006).

Past studies revealed that firms which have IEO tend to be more successful compared to
other firms (Lee and Peterson, 2000). In fact, IEO was found to be positively related to
performance (Zahra and Covin, 1995; Wiklund and Shepherd, 2005), although the empirical
findings are not entirely consistent. For example, Lee et al. (2001) found only weak evidence of a
positive association with the start-up’s performance, while Slater and Narver (2000) found that
there was no relationship between EO and business profitability. Lumpkin and Dess (1996)
considered the relationship with performance to be context-specific. Zhou (2007) in his study
found that foreign market knowledge leads to early and rapid internationalization and more
importantly; this effect is driven by international entrepreneurial orientation. His findings support
the entrepreneurial nature of smaller and younger international firms (Oviatt and McDougall,
1995; Knight and Cavusgil, 2004). Acedo and Jones (2007) argue that entrepreneurial
characteristics such as innovative, proactive, risk-seeking behavior, indicate that a particular
mindset or cognition may play a part in internationalization and its speed that relate to early
internationalization.

International Performance

International performance is normally evaluated as a financial and non-financial
performance measure. It has also been broadly known as objective measures of performance are
more appropriate than a subjective evaluation of performance by owners-managers of firms.
Nevertheless, collecting objective data is real difficult, largely because owners-managers are
generally are not willing to release confidential company information to outsiders (Dess and
Robinson, 1984; Jantunen et al. 2007). On the other hand, owners-managers of firms are
generally willing to provide a biased evaluation of their firm's performance (Sapienza, et al.,
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1988). Therefore, this study used subjective performance based on Crick et al. (2006) that argues
that a single criterion to measure international performance is inappropriate and more
comprehensive subjective measurement is required.

Geographical Scope level as Moderator

For the moderator variable (foreign market scope) this study used as a dummy variable
with which SMEs was divided into those which have either narrow or wide geographical scope.
These firms were classified as follows: (i) narrow scope for those firms that exported to three
regions or less (these firms can be considered ‘international’ firms), and (ii) wide scope for those
firms that exported to at least four regions and more simultaneously as ‘global’ firms. Based on
previous studies, the scope will give some indications of whether or not SMEs have global scope
in their operations based on the number of countries or regions or where they are located
(Kuivalainen et al., 2007, Crick, 2010). The summary of the proposed conceptual framework and
hypothesis is shown in the diagram below.

Figure 1
PROPOSE CONCEPTUAL FRAMEWORK

International Entrepreneurial International
Orientation Performance

H:

Geographical
Scope Level

It is important to highlight that religion also shapes, values and therefore how the
entrepreneurs manage the entrepreneurial activities of their firms. Highly religious entrepreneurs
will tend to use religious criteria to inform their decision making, even if it harms their short-
term commercial interests (Dodd et al., 2007). Although previous studies inform our
understanding of the influence of social-ethnic characteristics of a firm’s entrepreneurial
behavior in general, none of these studies empirically examined the relationship between these
socio-cultural characteristics and a firm’s IEO on international performance in halal food
industry (Ismail and Kuivalainen, 2015).

The present study involves an exploratory view and anticipates that the geographical
scope level will moderate the relationship between IEO and international performance. The being
of a moderating effect implies that the relationship between two variables (e.g. X and Y) varies
as a function of the value of a third variable (e.g. Z), labelled as a moderator (Zedeck, 1971). A
moderator explains when or under what conditions X affects Y, or when the relationship is likely
to be more substantial. Thus, this study proposes the following hypothesis:

Hypothesis 1:Geographical scope level moderates the relationship between SMEs’ international entrepreneurial
orientation and international performance. The correlation in between them is stronger for a wider scope than for
narrow one.
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METHODOLOGY
Data And Sample Collection

This study adopts a quantitative research design using a survey method combined with a
statistical discussion. The firm is classified as micro, small and medium-sized when its number
of full-time employees are less than five, between five and 50, and between 51 and 150,
respectively, for the manufacturing sector (SME, Annual Report, 2007). The sample thus
comprised producers and at the same time, exporters, drawn from the SME exporters listed with
the Malaysia Exporters of Halal Products directory (MATRADE) and Halal Development
Corporation directory (HDC). These databases yielded 400 export firms and all are SMEs.
However, only 300 companies were available as the respondents for this study after confirming
the current status of their business. From the 195 questionnaires returned, the usable
questionnaires were only 174. Hence, the response rate was 58% (174 firms).

Measurements

All measurement items in the questionnaire were adopted and adapted from published
works that were relevant to this subject. The independent variable is IEO which comprises
proactiveness, innovativeness, and risk-taking adopted from Jantunen et al. (2007). The construct
consists of nine items measured by 5-point Likert Scale anchors of 1 = strongly disagree to 5=
strongly agree. The Cronbach‘s Alpha value of the scale was a = 0.88 based on reliability test.
The dependent variable International performance (INT) was measured with a 5-point Likert
scale with three items of subjective measurements, namely overseas sales volume, sales growth
(turnover), and profitability adopted from Crick et al. (2006) using the 5-point Likert scale of
I=very badly to 5=very well. The Cronbach‘s Alpha value of the scale was o = 0.93 based on
reliability test. For the moderator, scope level, the scope measurement was adapted from the
studies conducted by Zucchella (2002) and Chetty and Hunt (2003, 2004). They recommended
the use of a number of regions as a basis for scope level. This study classified low scope
(regional firm) as those that export to between one and three regions, and high scope as those
that export simultaneously to four regions and more (global firm) based classification.

Data Analysis

The analysis of quantitative data was based on a parametric method using the Moderated
Multiple Regression (MMR) analysis (Cohen and Cohen, 1983) to introduce the moderating
effects in multiple ways. MMR is an extension of multiple regression equations that includes
additional predictors carrying information regarding the moderating effect (Aguinis, 2004).
Before creating the multiplicative terms, there is a need to centre both the independent variables
and the moderating ones, thus avoiding the problem of multicollinearity (Venkatraman, 1989).
The scope is hypothesized by a binary grouping of moderator variables in which each moderator
has two categories for the product term. The coding scheme used to be the dummy coding for
each level of scope (0 = low, 1 = high). The specific test was applied to examine whether all the
sub-group variances were equally based on Levene’s Test of Homogeneity of Variance. Based
on the results of Levene’s Test, the observed significant level of international performance was
more than an alpha level of 0.05. The result shows the sub-group variances of these two variables
are based on the low and the high scope which is equal.
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RESULTS AND DISCUSSION
Geographical Scope Level Moderates The IEO-Scope Relationship

Table 1 presents the results of the moderating effect of geographical scope level in the
relationship between international entrepreneurial orientation (IEO) and international
performance (INT). Specifically, the Table 1 shows Model 1, R= .434 R?=.189, and F (2, 171)=
19.863, p=.000. Thus R? means that 18.9% of the variance in INT increase is explained by IEO
and scope. The interaction effects of the scope are differentiated into those of narrow scope and
wide scope. Model 2 shows the results after the product term has entered the equation. As shown
in Table 1, the addition of the product term results in R? change to 0.218, F (1, 170) =4.202,
p=.013. The significant difference between R? =0.189 in Model 1 and R® =0.218 based on F
statistic is identical to t statistic for the regression coefficient, for the product term (i.e. p=.013)
in Model 2 supports the presence of a moderating effect. In other words, the moderating effect of
scope explains 2.9 % of variance in INT increases above and beyond the variance explained by
IEO and scope.

Table 1
MODEL SUMMARY FOR INT ON IEO FOR SCOPE
Std. Change Statistics
Model R R? AdJuszted Error of R? = Sig. F
R the Change | Change dfl df2 Change
Estimate g 9 9
1 4347 .189 179 .81873 .189 19.863 2 171 .000
2 467° .218 .204 .80620 .029 6.359 1 170 .013
a. Independent variables: (Constant), scope, IEO
b. Independent variables: (Constant), scope, IEO, IEO.Scope
C. Dependent variable: INT

Table 2, the resulting regression unstandardized coefficients equation for Model 1 is as follows:
Table 2
COEFFICIENTS FOR INT ON IEO FOR SCOPE

Unstandardized Standardized

Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.366 431 3.170 .002
IEO 434 117 .270 3.711 .000
Scope 495 136 .264 3.627 .000
2 (Constant) 2.071 .508 4,075 .000
IEO .240 139 149 1.731 .085
Scope L.o47 977 1038 -1992 048
IEO.Scope .629 .249 1.357 2.522 .013

a. Dependent variable: INT
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INT = 1.366+.434 IEO+.495 Scope .....El

The coefficients for both IEO and scope in Model 1 are statistically significant at p=
0.0001 levels. The equation shows that for 1 point increase in IEO, INT is expected to increase
by 0.434, given that the scope is held constant. On the other hand, the regression coefficient
associated with scope indicates the difference in the INT increase between wide and narrow
scope is 0.495 given that IEO is held constant. Table 2 also includes information regarding the
regression unstandardized coefficients after the product term has entered the equation. The
equation is as follows:

INT =2.071 + .240 IEO +-1.947 Scope +0.629 IEO. Scope ... E?2

Results from the equation 2 lead to the conclusion that there is a moderating effect of the
geographical scope level of IEO-INT relationship. Indeed equation 2 further demonstrates that
there is a 0.629 difference between the slope of INT increase on IEO between the narrow scope
and the wide scope. This result indicates that the slope regressing INT on IEO is less steep for
narrow scope compared to wide scope. For further descriptions of the moderating effect, the
regression equation for each group is constructed to produce the graph of the IEO-INT
relationship for each of the scope level. Established along the code assigned for geographical
scope (0= narrow scope, 1= wide scope), the following equations are developed:

IEO (Narrow scope) =2.071+ 0.240 IEO+-1.947 Scope +0.629 IEO .Scope ----- E-3
= 2.071+ 0.240 IEO+-1.947 (0) + 0.629 (0)
=2.071+ 0.240 IEO
IEO (Wide scope) = 2.071+ 0.240 IEO+-1.947 Scope +0.629 IEO.Scope ----- E.4
=2.071 + 0.240 IEO + -1.947 (1) + 0.629 1EO (1)
=0.124 + 0.869 IEO

Applying the values of IEO (M= 3.759, SD=.562), the values of 4.32 (1SD above the mean) and
3.20 (1SD below the mean) produce the graph shown in Figure 1. As anticipated, the
examination of Figure 1 showing the IEO-INT relationship for each of the SMEs groups
separately indicates that the relationship is stronger (i.e. steeper slopes) for SMEs from the wide
scope compared to the narrow scope. Based on this result, this study found support for Hi that is
the correlation between IEO and INT is stronger for wider scope than narrow scope SMEs. Thus
Hq receives full support.

INT.
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Figure 1
SLOPES FOR INTERNATIONAL PERFORMANCE ON INTERNATIONAL ENTREPRENEURIAL
ORIENTATION FOR NARROW AND WIDE SCOPE

4.5

i e
.

—4—|ow scope

== high scope

1 sd below mean 1sd above mean

IEO

The result revealed that SMEs which have a wider scope level of global scope, tend to
experience a high level of IEO and be more successful compared to other SMEs at narrow scope
or operating in fewer regions (1-3 regions) in their international performance achievements.
While all firms surveyed display some degree of IEO differences, it appears that those firms who
were more proactive, innovative and risk taking-oriented had greater levels of international
performance success (and to some degree, greater levels of predictable future export success). It
is required that the owners-managers who were able to export to global scope having a high level
of IEO capability to respond quickly to customer demand, resulted in better international
performance, benefited from first-mover advantage as producers and exporters of the Malaysian
halal food industry. The finding suggests that high IEO of owners-managers are more likely to
exploit export opportunities until global reach scope. The risk of entering the export market has
paid off for proactively-oriented entrepreneurs as they have outperformed conservative-oriented
entrepreneurs (low IEO capability). Since the halal industry is one of the emerging industries,
particularly for Muslim consumers, it offers added value to the consumers mainly from Islamic
“shariah” compliance with the authority (government and relevant agencies) to produce quality
halal food that is wholesome and safe for human wellness and well-being. Indeed, for Muslims,
buying and consuming only halal food is compulsory and this affects all Muslims worldwide.
Today, Muslims account for a quarter of the world’s population and they are expected to reach
30% by 2025 (Roberts, 2010). Producers and exporters also stand to benefit from halal
certification provides an independent third-party quality assurance step valued by conscientious
consumers, which guides to worldwide acceptance of their products and services. Therefore, in
that location there is a growing demand to increase consumers’ awareness of the benefits of halal
certification and educating entrepreneurs on utilizing this tool (Rajagopal et al., 2011). Also,
communicating it to the consumer as they “focused differentiation” (Porter, 1980), whereby,
there is a perceived added value to a particular consumer segment. Arguably, that owner-
managers’ decision to enter the global market rather than the international market, serves them to
enhance their international performance.
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On the other hand, the lower relationship between conservative (narrow IEO capability)
and international performance indicates that the owners-managers actions are not merely
reactive, but are detrimental to international performance and overall success of the firm in the
long run. There is a possibility that firms that operate in the narrow scope consist of those that
are concentrating on one or a few regions or some newly-established firms. They may have faced
with the risk factor and the lack of expertise in export markets.

This current result supports past studies showing that firms which have IEO tend to be
more successful compared to other firms (Lee and Peterson, 2000). In fact, IEO has been found
to be positively linked to performance (Zahra and Covin, 1995; Wiklund and Shepherd, 2005).
The findings are in line with McDougall et al. (1994) who indicated that entrepreneurs are people
who “are alert” about potentially profitable resource combinations while others are not. The
findings also support the study by Crick and Spence (2005) which demonstrated that high-
performing SMEs are characterized by owners and managers who can identify and exploit
international opportunities. The findings also corroborate some of the findings by Zhou (2007)
and Knight and Cavusgil (2004) who proposed high IEO and international performance of the
global firms. Nevertheless, the findings contradict the Acedo and Jones (2007) argument that
entrepreneurial characteristics such as innovation, proactiveness, risk-seeking behavior, indicate
that a particular mindset or cognition may play a part in internationalization and its speed but
their study does not focus on scope level. Thus, it can be speculated that firms who aggressively
pursue a wider geographical scope level would perform better, and expect to perform better in
terms of their IEO and international performance compared to narrow geographical scope firms.
In other words, entering the global market is viewed as accountable for their growth.

CONCLUSION

IEO has been identified as an important factor for an SME’s success. A review of the
relevant literature indicates that the bulk of the literature on IEO, geographical scope and
international performance has been conducted in developed countries and high technology
industries. However, little research has been done on this topic in Malaysia and the halal food
industry. The results obtained in this research indicate that there are significant relationships
among IEO, geographical scope level and international performance based on subjective
measurements. The findings revealed that there are significant differences in terms of
geographical scope level as a moderator among SMEs in the Malaysian halal food industry based
on the number of regions. As a result, there exist differences in terms of the level of owners-
managers’ [EO capabilities and international performance between these two groups of SME:s.

These findings suggest that SMEs in developing countries like Malaysia can rapidly
export their halal products in the worldwide marketplace, searching for the opportunities of halal
foods and niche market, by entering into export markets as first mover advantage.
Entrepreneurial-oriented firms have an inclination to be an industry leader in proactive,
innovative and risk takers. They should also take advantage of resources provided by various
external sources and government programs designed to promote Malaysian halal to foreign
markets such as HDC, MIHAS, MATRADE, MITI, and JAKIM. The other ways are through
using communications technology such as the Internet and e-commerce as a platform to market
the halal food products worldwide and also develop networking to reach consumers beyond their
own national borders.
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