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Abstract: This paper examines institutional support (financial and marketing support) on export-
oriented firms’ performance or so-called born globals. We develop a model to address how financial
and marketing support can help young entrepreneurial firms to overcome the liability of newness
and smallness in gaining competitive capabilities. Using a quantitative method, data were collected
from 217 manufacturers and service sectors in Malaysia, an emerging Southeast Asian market. The
results suggest that government assistance in marketing leads to competitive capabilities and export
performance; however, financial support neither contributes to competitive capabilities nor export
performance. We found the significant role of competitive capabilities as a mediator in enhancing the
relationship between marketing support and export performance. Practical implications drawn from
this result can be offered as guidelines for the policymakers in supporting young entrepreneurs that
lead to competitive capabilities and superior performance.

Keywords: institutional support; government assistance; export assistance; financial support; mar-
keting support; competitive capabilities; export performance

1. Introduction

Due to globalisation, small and medium enterprises (SMEs) are able to internationalise
from an early point. SMEs play a vital role in a nation’s economic development. In almost
every nation, a growing percentage of SMEs’ income is derived from the overseas market.
Those SMEs looking for internationalisation need to build up their own distinctive, unique
and dynamic competencies to gain distinctive competitive strategies that enable them to
compete against other firms, particularly when confronting bigger and better-enriched
multinational enterprises (MNEs). Maintaining competitiveness and expanding business
internationally are getting challenging especially in the global market. This competition in
the worldwide markets and rising expectations from the global customers will continue
to drive transformation in SMEs to become more technology-savvy, efficient and resilient,
and later sustain its momentum (De Chiara and Minguzzi 2002).

SMEs are frequently facing difficulties in obtaining capital or financial resources in
the early start-up phase (Ahmed et al. 2002). These difficulties in acquiring assets have
likewise reduced their access to new technologies or innovation. Although SMEs have a
crucial role in building up the nation’s economy;, they are frequently restricted financially
by the absence of development support (Badulescu 2010).

SMEs must become regionally, if not globally competitive, to survive in increasingly
competitive markets (Lee et al. 2020). To become regionally and globally competitive, SMEs
must develop both the necessary and adequate resources and capabilities for achieving
essential competitiveness (Lee et al. 2019; Kolarov and Georgieva 2020). In today’s era of
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globalisation, more and more firms are striving to have a presence in the international market
even though there are pressing challenges in going internationally (Zain and Ng 2006).

Export-oriented firms or so-called born globals have been widely investigated in
developed countries with advanced economies, but little research has been devoted to
newly industrialised economies such as Malaysia. SMEs in Malaysia are involved in cross-
border trade and export activities, but the percentage of SMEs that export their products
or services are constant (around 20-25%) over the past few years (Falahat et al. 2020b).
SMEs from newly industrialised economies face internationalisation challenges due to
the absence of assets, resources, and capabilities to exploit the competitive capabilities
(Falahat et al. 2020a). Some may succeed internationally, yet there are many failures. Thus,
SMEs from newly industrialised economies such as Malaysia are in favour of institutional
support and needs to receive government support assistance to make them competitive for
internationalisation. Thus, we aim to examine the effectiveness of marketing and financial
assistance as the form of institutional support in gaining competitive capabilities for SMEs
to expand overseas.

The remainder of the article is organised as follows: the next section presents the liter-
ature and hypotheses, followed by methods and data analysis derived from 217 Malaysian
manufacturers and service sectors. The results and discussion are outlined and end with
the conclusion.

2. Literature Review
2.1. Theoretical Foundations

The internationalisation procedure/stages theory demonstrates that a firm’s export
activities will not happen immediately and develop through stages (Albaum et al. 1998).
There are two well-known models in clarifying the internationalisation process which is
the Uppsala Internationalization Process model (Johanson and Wiedersheim-Paul 1975; Jo-
hanson and Vahlne 1990), and the Innovation-Related Internationalisation model (Cavusgil
1980; Bilkey and Tesar 1977; Naidu and Rao 1993; Reid 1981; Czinkota 1994).

The Uppsala Internationalisation model (Johanson and Vahlne 1990; Johanson and
Wiedersheim-Paul 1975) implies four distinct stages of gradually increasing foreign in-
volvement to becoming fully internationalised. Those four stages are no consistent export,
export via traders; setup subsidiary office; and last, foreign direct investment for pro-
duction. The Uppsala Internationalisation model’s process focuses on knowledge of a
firm about foreign markets and management commitment to these markets. This model
assumes that management will have a high commitment to allocating resources to a market
when they have more experiential knowledge through unsolicited exporting. In order to
increase the management commitment factor such as the government policy for promoting
international markets will affect internationalisation’s strategic decision.

The Innovation model (Bilkey and Tesar 1977; Cavusgil 1980; Crick 1995; Naidu and
Rao 1993; Reid 1981) suggests that internationalisation is a gradual process of acquir-
ing innovations within the firm. It will then gradually acquire relevant knowledge and
experience similar to the Uppsala model.

The field of international entrepreneurship (IE) has been rapidly developing for the
past three decades. Zahra and George (2017) suggested that the focus of internationalisation
has been on three issues: the extent and degree of internationalisation, the speed of
internationalisation, and the scope of internationalisation. IE scholars strive to identify the
drivers for international performance. Hagen and Zucchella (2014) group these drivers into
three main categories, e.g., (1) entrepreneur characteristic (2) firm’s internal environment
and (3) firm’s external environment. External factors such as globalisation, digitalisation,
and industry-specific factors are homogeneous to firms from similar backgrounds, but
the entrepreneur characteristic and firm’s internal factors determine how they would
respond to the external forces beyond their control. On the other side, forces affecting early
internationalisation vary from one region to another because of the heterogeneous factors
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such as domestic market competition, government policy, country image, infrastructure
condition etc.

Rennie (1993) first described the phenomenon of BG and received great attention
within the international entrepreneurship field of study. Nevertheless, findings for BG
internationalisation are fragmented, and limited studies are examining the effect of institu-
tional support on young entrepreneurial firms (Hassan et al. 2019; Falahat et al. 2018a). In
the following sections, we discuss the effect of institutional support such as government
assistance in contributing to competitive capabilities and export performance.

2.2. Government Assistance: Financial Support

According to Durmusoglu et al. (2012), financial assistance can be measured with
factors such as lower taxes, export loans at lower than market rates, duty-free import/export
provisions and cash incentives. Financial-related information and knowledge are essential
to a firm’s capability in adapting to the foreign market environment (Cavusgil and Zou
1994; Morgan et al. 2004).

According to Hoque (2018), when SMEs are compared to larger firms, SMEs have
a cost disadvantage due to their smaller size and do not have the same capability to
motivate a favourable environment in the market (Oboreh et al. 2013; Rufaidah 2017, 2019).
Moreover, SMEs cannot bear the costly support services such as human resources and
training and financial and legal activities (Egena et al. 2014). Thus, the growth of SMEs
largely depends on government assistance to allows them to consistently grow, overcome
crises and survive in the competitive globalised business world (Iweka et al. 2016).

Based on research by Kotabe and Czinkota (1992), the availability of export financing
assistance is crucial for early internationalising SMEs in their exporting involvement.
Unfortunately, many SMEs are unable to seize capital from commercial banks due to their
firm size and lack of experiences (Beck et al. 2008; Tannous 1997). Therefore, this caused
SMEs to shift their financial dependency on government aid (Zia 2008).

According to Ahmad and Xavier (2002), studies have shown that SMEs usually are
more aware of financial assistance than non-financial assistance. Such financial support
assistance programs for SMEs have been established in many countries. In Malaysia’s case,
in the year 2017, a total of 2836 companies were approved for financial assistance amounting
to RM2.44 billion (National SME Development Council 2015). The SME Corporation
Malaysia also launched “SME Emergency Funds (SMEEF)” to support SMEs affected by
bankruptcy. With the collaboration of SME Corporation and the Malaysian government by
allocating RM10 million, SMEEF provides financing of up to a maximum of RM100,000 per
company, in a hybrid form comprising both grants and soft loans which depending on the
needs and capacity of the SMEs.

Other than capital loans, financial assistance from the government is also provided
through direct and indirect subsidies, for example, exchange rate, fiscal incentives, and
value-added tax exemption (Baumann and Braga 1988; Chen et al. 2006). In Malaysia, finan-
cial assistance includes credit consultancy, financial advice, and tax incentives provided by
Credit Guarantee Corporation (CGC), Ministry of International Trade and Industry (MITT)
and Malaysia External Trade Development Corporation (MATRADE).

2.3. Government Assistance: Marketing Support

Export assistance refers to all public policy measures that actually or potentially en-
hance exporting activity either from a firm, industry, or national perspective (Seringhaus
1986). According to Gengtiirk and Kotabe (2001), export assistance is classified into two
categories: financial and marketing support. Marketing support can then be classified as
either standardised or customised marketing (Diamantopoulos and Hart 1993). According to
Gengtiirk and Kotabe (2001), standardised information is general in nature and available in
hard copies available at selected government agencies, embassies, or trade missions.
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Next, market information relating to competitors, firms’ customers and channels in
the industry is an essential knowledge resource for early internationalisation (Katsikeas
1994; Souchon and Diamantopoulos 1996; Yeoh 2000; Martinez-Conesa et al. 2017).

As indicated by Morgan and Vorhies (2005), government assistance in marketing
implementation for SMEs is imperative where it helps the routines by which export ven-
tures transform intended export marketing strategy into acknowledged activities and asset
arrangements.

In summary, marketing support was measured based on building up contact with
buyers in export markets, providing information about export markets such as trends,
trade agreements, and other related matters about government-sponsored trade missions
(Durmusoglu et al. 2012).

2.4. Competitive Capabilities

Competitive capabilities are a prerequisite for any firm that wishes to explore interna-
tional markets. Firms must possess the capabilities to create and maintain their competitive
advantage in the target market to promote their products or services (Falahat et al. 2021).
Penrose (1959) stated that the widely accepted framework for describing how a firm can
develop a competitive capability is the resource-based view (RBV) of firm strategy.

The RBV views a firm as a combination of unique resources either in tangible or
intangible form, enabling the firm to develop appropriate planning and strategies for
enhancing its effectiveness and efficiency (Barney 1991; Wernerfelt 1984). According to
Barney (2012) based on RBV, competitive advantage is attained only when resources are
valuable, rare, inimitable. According to Freeman (2007), RBV offers a greater understanding
and richer perspective for recognising the value of the firms’ resources and capabilities.
Usually, managers’ willingness to seek government assistance on export market informa-
tion, foreign trade missions, trade shows and sales leads can fill their firms’ resources gap
(Indrawati et al. 2018). This shows that a manager utilises internal resources for better
performance and looks for opportunities through collaboration with the government in
exploiting foreign market opportunities.

In general, competitive capability is a strategic factor that focuses on internal resource
utilisation and fosters resource mobilisation from external sources. When the competitive
advantage is achieved, it is a long-lasting positive capability that held the firm competitive
in the export market (Navarro et al. 2010). Government agencies often become the most
readily available external resources for assisting firms to export.

3. Hypotheses Development
3.1. Financial Support and Export Performance

The accessibility to financial resources is fundamental to export success (Morgan et al.
2004). Working capital and financial liquidity are critical to fulfilling the need for export
operations (Griffith and Czinkota 2012; Morgan et al. 2004; Kaleka 2011; Griffith 2011).
Lengler et al. (2013) also demonstrates that the more financial resources committed by
the firm to support exporting activities, the greater its export performance. Furthermore,
Wiklund and Shepherd (2005) suggest that financial resources significantly impact smaller
firms such as SMEs. They have also found that learning and entrepreneurial strategies, to
become competitive capabilities, require considerable financial resources to gain superior
performance in the international market. Therefore, we proposed the following hypothesis:

Hypothesis 1 (H1): Financial support positively influences export performance.

3.2. Marketing Support and Export Performance

According to Indrawati et al. (2018), export marketing strategy, the firm and management
characteristics are the most prominent internal determinants observed by Sousa, Martinez-
Lopez, and Coelho 2008. In the developing country, smaller firms might not be able to afford
expensive means of acquiring those experienced international marketing managers, requiring



Economies 2021, 9, 101

50f13

the government’s experiential marketing assistance. These types of assistance can be in
different forms such as through various trade mobility programs, local and international trade
exhibitions and other offers (Kotabe and Czinkota 1992; Leonidou et al. 2011).

The expensive means of acquiring export-related marketing knowledge is not af-
fordable by most developing country firms (Egan and Mody 1992). The government’s
marketing assistance such as arranging trips abroad, and taking part in foreign trade mis-
sions, local and international trade exhibitions could provide the firms with the platform to
be recognised internationally (Riddle and Gillespie 2003). Therefore, this research proposed
the following hypothesis to be tested:

Hypothesis 2 (Hy): Marketing support positively influences export performance.

3.3. Financial Support and Competitive Capabilities

According to Lengler et al. (2013), a significant conclusion drawn from the previous
research is that financial support does not appear in the existing literature dealing with
SMEs’ export performance. However, a paper dealing with the competitive capabilities and
export performance from Ling-Yee and Ogunmokun (2001) bolsters the fact that financing
assets positively affects competitive capabilities and improves export performance.

Aside from that, Sousa et al. (2008) distinguished the effect of governments support
programs and non-governmental supports on export performance. When those resources
are sponsored, they can use them as extra resources to cope with their exporting expenses.
The study of Morgan et al. 2004 is among those studies that illustrated that the availabil-
ity of financial resources for export activities would significantly impact export venture
performance outcomes (Morgan et al. 2004). Firms that gained financial support from the
government can position themselves in a better place to improve exports. Therefore, this
research proposed the following hypothesis to be tested:

Hypothesis 3 (H3): Financial support positively influences competitive capabilities of SMEs
towards internationalisation.

3.4. Marketing Support and Competitive Capabilities

Resources cannot be transformed into value offerings in the foreign marketplace
without any marketing implementation capabilities. According to Fang and Zou (2009),
marketing implementation capabilities are directly related to the firm’s success in adapting
to its unfamiliar foreign market environment.

Chen et al. (2016) proposed that superior export performance can be driven by enhancing
a firm’s marketing implementation capabilities. Managers have little information about
altering the resource base when the firm steps into unfamiliar and potentially more challenging
foreign markets. With the assistance of the information-related export promotion programs
provided by the government, managers understand the target export market for now and
in the near future (Chen et al. 2016). This will also then contribute to the better allocation
of organisational resources for implementing marketing decisions with effectiveness and
efficiency. Thus, in line with the research of Chen et al. (2016), the authors proposed that
competitive capabilities mediate the relationship between marketing support and export
performance. We conclude that marketing assistance leads to competitive capabilities in the
export market (Indrawati et al. 2018), Thus we propose the following hypothesis:

Hypothesis 4 (Hy): Marketing support positively influences the competitive capabilities of SMEs
towards internationalisation.

3.5. Competitive Capabilities and Export Performance

Export performance may be perceived as one of the fundamental competitiveness
indicators for small economies whose economic growth is primarily determined by exports
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(Ruzekova et al. 2020). The institutional impact on export performance was identified as
one of the important factors of competitiveness (Ruzekova et al. 2020).

Based on Indrawati et al. (2018), the authors had explicitly highlighted that those firms
that are interested in going for internationalisation must be able to acquire information
and knowledge from government sources and physical and human resources from internal
sources to gain competitive advantage.

Gengtiirk and Kotabe (2001) found a positive relationship between export assistance
and export performance. Theoretically, the relational between export assistance and export
performance of a firm supported by the resource-based view (Barney 1986; Morgan and
Hunt 1999), and the knowledge-based view (Conner and Prahalad 1996; Grant 1991).

Following the firm’s resource-based view (Barney 1986), Barney emphasised that the
cost of acquiring resources must be lower than the gains to result in a truly competitive ad-
vantage. These resources can be obtained from external determinants, such as government
assistance for both marketing support and financial support. The firm can view exporting
as a low-cost entry into new foreign markets when the firm received government assistance
(Morgan and Hunt 1999).

Marketing assistance by a government is more beneficial when combined with the firm’s
owners’ competitive capabilities. This is because the information will be better internalised
and leads to competitive capabilities, which positively influence the internationalising of a
firm (Knight and Liesch 2002). Therefore, we propose the following hypotheses:

Hypothesis 5 (Hs): Competitive capabilities positively influence export performance.

Hypothesis 6 (Hg): Competitive capabilities mediate the relationship between financial support
and export performance.

Hypothesis 7 (H7): Competitive capabilities mediate the relationship between marketing support
and export performance.

Figure 1 shows the research model that examines government assistance, such as
financial and marketing support on firms” export performance. This research explains
the relationship between financial and marketing support on export performance. This
research also argues that the relationship between the two-government export supports is
directional on competitive capabilities and competitive capabilities act as a mediator in the
relationship of government export supports and export performance.

P "
Government Assistance:

,' [ Financial Support ]——-_1__ _ H1

Competitive
Capabilities

[
!
LY

#
Y

Figure 1. Research model.
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4. Methodology

We have chosen Malaysia as the focus of this study. Malaysia has an important
southeast Asian economy and has common characteristics with other emerging markets in
the region. Malaysian SME:s still face low levels of technological capacity, skilled human
capital resources, levels of technology and information and communications technology
penetration, research and development and internal sourcing of funds which are the
common feature of emerging markets (Falahat et al. 2020b). Thus, this study’s findings
can generally be extended to other emerging markets especially in south-east Asia. While
Malaysia’s path to economic development differs from those of advanced economies, it
could serve as a model of small open economies (SMOPECs) of the Southeast Asian region.
The directory of the Malaysia External Trade Development Corporation (MATRADE) was
used as the sampling frame. The sample was drawn from the manufacturing and services
sector in Malaysia. We have filtered the sampling frame to active internationalised SMEs
which have at least 25% of export sales. The email was sent along with the online survey to
a total of 1000 firms. A total number of 217 questionnaires were received from the owner,
CEO or senior managers of SMEs within Klang Valley. The response rate was 22% which is
consistent with similar studies in the same context (Falahat et al. 2020a).

The majority of respondents were in the trading and retail sector (39.63%), 36.87% of
respondents were from the manufacturing sector, 14.75% of respondents were from services
and warehousing, 4.60% from agriculture and 4.15 % construction. The measurement scales
were adapted from previous studies with a sufficient level of reliability. We use three items
to measure financial and three items to measure marketing government support, adapted
from Leonidou et al. (2011). We used three items from Pham et al. (2017) to measure
competitive capability and eight items to measure international performance which was
adapted from Falahat and Migin (2017); Falahat et al. (2018b). All measurements were
made using a five-point Likert scale. Experts’ advice was sought, and a pre-test was
performed to finalise the questionnaire before distribution.

5. Data Analysis

Partial least squares structural equation modelling (PLS-SEM) was used for data
analysis (Hair et al. 2014). PLS-SEM analysis was carried out by running a PLS algorithm,
including a bootstrapping and blindfolding technique, using SmartPLS v.3.2.8 software.
The reliability and validity of the measurement model were assessed before hypotheses
testing. Table 1 shows the convergent validity and internal consistency of all constructs
was established according to the rule of thumb suggested by Hair et al. 2014. Composite
reliability should be above 0.708, and the average variance extracted should be above 0.50
for reflective constructs. To address common method variance (CMV) and multicollinearity
issues, all variance inflation factor (VIF) values were assessed and confirmed that all
values are below 5, showing no CMV and multicollinearity issues (Diamantopoulos and
Winklhofer 2001). In addition, we carried out a t-test to examine the non-response bias,
and we found no significance (Armstrong and Overton 1977).

Table 1. Reliability and convergent validity assessment.

Constructs Items Descriptions Loadings AVE CR

MK_SUP1 Export market opportunities 0.927 0.954 0.874
Marketing Support MK_SUP2 Information on business matching 0.935
MK_SUP3 Information on the market overview 0.943

FIN_SUP1 Soft loans 0.941 0.944 0.849
Financial Support FIN_SUP2 Grant 0.924
FIN_SUP3 Tax incentives 0.898

Competitive CcC1 Adjust products to fit demands and tasts 0.934 0.959 0.887
Ca };bilit cC2 Develop new products for export markets 0.956
P Y cc3 Manage new product development 0.934
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Table 1. Cont.
Constructs Items Descriptions Loadings AVE CR
EXP_PERF1 Profits from export sales 0.925 0.977 0.843
EXP_PERF2 Export sales 0.915
EXP_PERF3 Expanding market coverage 0.9
Export EXP_PERF4 Export sales to total sales 0.912
Performance EXP_PERF5 Entering new market segments 0.931
EXP_PERF6 Product presence in a foreign market 0.913
EXP_PERF7 Improving knowledge of foreign markets 0.923
EXP_PERF8 product acceptance by customer 0.926

We have deployed the heterotrait-monotrait ratio (HTMT) to examine discriminant
validity (Henseler et al. 2015). The confidence intervals for all HTMT values for the lower
(2.5%) and higher (97.5%) bounds do not include 1 (Henseler et al. 2015). Hence, as
presented in Table 2 all constructs are distinctive; thus, discriminant validity is not an issue.

Table 2. Discriminant validity (heterotrait-monotrait ratio, HTMT).

Descriptions Original Sample (O) Sample Mean (M)  2.50%  97.50%
EXP_PERF — CC 0.954 0.954 0.932 0.973
FIN_SUP — CC 0.702 0.7 0.605 0.781
FIN_SUP — EXP_PERF 0.736 0.735 0.65 0.809
MK_SUP — CC 0.823 0.823 0.764 0.874
MK_SUP — EXP_PERF 0.849 0.849 0.807 0.889
MK_SUP — FIN_SUP 0.925 0.924 0.861 0.975
6. Results

This paper employed PLS-SEM to examine the hypotheses. By running a bootstrap
procedure with 5000 resamples, hypotheses were tested at below 0.01 significance level.
Hypotheses testing is presented in Table 3 for direct relationships and mediating effects.
As shown in Table 3, financial support and export performance (H1) were not supported.
Financial support and competitive capabilities (H3) were also found not to be supported,
indicating a non-significant relationship. Marketing support was found to be positively
related to export performance (H3). Hypothesis 4 was confirmed, indicating the posi-
tive relationship between marketing support and competitive capabilities. Competitive
capabilities were also positively related to export performance (H5).

Table 3. Hypotheses results.

Hypothesis Descriptions Std_Beta  Std_Error T-Value p-Values F? Decision
H1 FIN_SUP — EXP_PERF 0.04 0.058 0.694 0.488 0.003 Not Supported
H2 MK_SUP — EXP_PERF 0.235 0.066 3.567 0* 0.078 Supported
H3 FIN_SUP — CC 0.004 0.077 0.046 0.963 0.000 Not Supported
H4 MK_SUP — CC 0.765 0.068 11.333 0* 0.395 Supported
H5 CC — EXP_PERF 0.704 0.037 18.885 0* 1.450 Supported
He FIN_SUP — CC — EXP_PERF 0.002 0.054 0.046 0.963 Not Supported
H7 MK_SUP — CC — EXP_PERF 0.539 0.057 9.527 0* Supported

Note: * p < 0.01.

For testing mediation, the bootstrapping procedure was conducted. This is the most
recommended approach for testing mediation in the PLS-SEM context (Hair et al. 2014).
The indirect relationships together with the hypothesis testing results are presented in
Table 3. The results of the statistical analysis did not find support for hypotheses H6. In
contrast, findings indicated that competitive capabilities mediate the relationship between
marketing support and SMEs’ export performance and, thus, hypothesis H7 was confirmed.
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Based on the R square results, the research model explained 60% of competitive capa-
bilities variance and 85% of SMEs’ export performance variance. The VIF was examined to
identify multicollinearity issue. Since all VIF values were below 5, thus multicollinearity
was not an issue among the exogenous latent constructs. Also, the predictive relevance of
the model met the rule of thumb of Q2 > 0 (Hair et al. 2014).

7. Discussion

It is concluded that financial support and competitive capabilities, and financial support
and export performance are not significant. This result is consistent with the findings of
Joo and Suh (2017) and Falahat et al. (2020b) that the direct relationship between govern-
ment support and performance is vague and the relationship is negative or insignificant.
According to Lengler et al. (2013), the export financing constraints faced due to complex
trade instruments, lack of organisational resources, and exporters’ operation size will only
partly affect SMEs’ performance. This is because there is still discrimination against non-state
SMEs existing in the country and the processing time in releasing the government’s financial
assistance is longer compared to those financial institutions such as bankers.

The relationship between marketing support and export performance (H2) was found
to be positively significant. Our findings supported by Riddle and Gillespie (2003) study
that the government’s marketing assistance such as an arrangement for overseas trips and
organisation of foreign trade missions and international trade exhibitions could provide
the firms with the platform to be internationally recognised.

We found that the relationship between marketing support and competitive capa-
bilities is positively significant (H4). Our findings are consistent with Chen et al. (2016)
research, which proposed that marketing support have a relationship with the export
performance mediated by the implementation of competitive capabilities. This is because
marketing support acted as an essential resource for efficient and effective decision making.

The relationship between competitive capabilities and export performance (H5) is
positively significant. According to Knight and Liesch (2002), the combination of the
government’s marketing assistance with the competitive capabilities of early international-
phase firms will have more impact.

Our research also investigates the mediation role of competitive capabilities between
financial support and marketing support on the export firm’s performance. Consistent with
the study of Indrawati et al. (2018), competitive capabilities are proposed as the mediator
which acts as an essential determinant of export performance.

8. Limitations, Recommendations, and Implications

This study has three important limitations. First, it employed a quantitative method fo-
cusing on Malaysian manufacturers and service sectors at Klang Valley, Malaysia. The lack
of geographic diversity limits the generalisability of the findings. Second, relatively sample
size due to budget and time constraints, only 217 valid responses were received. Third, this
study only considered the direct relationship between government assistance (marketing
and financial supports), competitive capabilities and export performance, without taking
into consideration the control variables such as firm’s size, age and industries.

It is recommended for the future to conduct a study across all industries and states to
overcome the limitation of generalisability. Also, it is suggested that scholars for future
studies employ multilevel causal factors to assess the strategic success and performance of
SMEs as recommended by Chankoson (2019).

This study found that government support plays an essential role in improving SMEs’
capabilities and performance. SMEs in Malaysia are small in size, and they need support
in both marketing and finance for internationalisation growth. Our research shows that
marketing support also has a positive impact on a firm’s export performance. This shows
that providing information, specifically on export market opportunities, organising export
seminars, conferences, training programs, and counselling advice, would definitely help
SME:s in gaining competitiveness and enhance their growth internationally. Thus, it is rec-
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ommended that SMEs consider participating in several government support programmes
when formulating their international strategies. Future studies may consider the effects
of institutional support across all sectors in the wider geographic areas and also consider
analysing the multidimensional barriers (Pietrasieriski and Slusarczyk 2015) that SMEs face
in their expansion into foreign markets.

9. Conclusions

Generally, this paper proposed that institutional support in the form of marketing
and financial support from the government are two critical factors for resource-poor SMEs
to achieve competitive capabilities and gain international performance. We found that
financial support does not translate into competitive capabilities and firms’ performance,
but marketing support reflects strongly on firms’ competitive capabilities and leads to
firms’ performance in international markets.
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