
  

 

Abstract—Job creation, economic growth and innovation are 

partial of the achievement for SMEson the well-being of the 

economy for a particular country and society. Due to the 

reasons, there are lots of benchmarking activities conducted by 

government and private bodies through events that promote 

exposures for the SMEs in enhancing its capabilities. Thus, this 

paper aims to identify the areas within benchmarking activities 

that are implemented by local SMEs. Semi-structured 

interviews were conducted among 35 SMEs that were willing to 

participate voluntarily. This study found that management is 

the best driver of benchmarking adoption. Possibly, the 

closeness of relationship between management, suppliers and 

customers enhances support for benchmarking in the 

enterprises. It also revealed that SMEs benchmarked in only 

one specific area or in all aspects such as production (32.6%), 

operations management (17.0%), marketing (16.0%), 

information and communication technology (ICT) application 

(16.8%), financial (10.0%), and management (7.0%). Although 

the results should be taken with caution, nevertheless 

benchmarking is vital in facing new challenges and 

opportunities for success in productivity and profitability. 

 
Index Terms—Benchmarking, business, management, small 

and medium enterprises.  

 

I. INTRODUCTION 

Small and medium enterprises (SMEs) composed 99.2% 

of business establishments and contributed 56.4% of total 

employment in Malaysia [1]. According to the, Chief 

Executive Officer for SME Corporation Malaysia[2], it is 

expected that there will be an increment of 33.0% of SMEs 

contribution to the Gross Domestic Products as compared to 

the previous year, only 32.5%. As a result, SMEs are 

expectedto contribute more to the country's export. Thus, the 

Malaysian government ensured that all funds through variety 

of programs provided by local banks are available to help 

SMEs expand and enable them to remain competitive [3]- 

[5]. Indeed, to ensure the success of SMEs in economic 

growth and development, their cooperation in providing 

accurate information through knowledge sharing in 

benchmarking are encouraged through many events 

organized by agencies under Ministry of International and 

Trade Industries (MITI). 

The importance of benchmarking in Malaysia cannot be 

denied as its implementation is strongly supported by MITI 

through its agencies such as Malaysia Productivity 

Corporation (MPC) and SME Corporation Malaysia (SME 

Corp.). As for MPC, the Malaysian Benchmarking 
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Service(MBS) had been set up since 1997 to establish an 

information-sharing and reference centre as well as for 

benchmarking training and expertise for various industry 

backgrounds [6]. As for SME Corp, a benchmarking tool 

called SME Competitiveness Rating for Enhancement 

(SCORE) has been introduced to focus on seven areas which 

include business performance, financial capability, 

management capability, production capacity, technical 

capability, quality system and innovation among SMEs.   

 

II. LITERATURE REVIEW 

Different countries have different definition for SMEs due 

to a number of factors and some demographic criteria such as, 

size, location, structure, age, number of employees, sales 

volume, ownership through innovation and technology [7]. 

The importance of understanding “benchmarking” and its 

effects on a business had been highlighted in previous studies 

[8], [9]. In addition, SMEs definition changed from time to 

time based on the SMEs’ significant contribution to the 

economic position in a particular country [10], [11]. Like 

Malaysia, the description is based on the number of 

employees and sales turnover which is slightly similar to the 

definitions used by United Kingdom, United States of 

America, Japan, China and Korea. 

On the other hand, the roles of management are essential in 

the process of benchmarking [12]. Study has also indicated 

that managers may not quickly comprehend the 

appropriateness and applicability of benchmarking data in 

their organization due to incompatible factors involved in 

benchmarking such as size, location, structure, age, number 

of employees, sales volume and ownership. The managers’ 

roles are beyond the exercise but also include growing 

dynamic changes that could transform SMEs from being 

efficient towards innovation [13]. Singh [14] also posited that 

the leadership in a company could determine the success rate 

of the exercise in the business. In addition, there were studies 

stressed the importance of benchmarking in the major 

business investment even though it meant different things to 

different people [4], [15]. 

Dattakumar and Jagadeesh [16] brought to light the issues 

that were not satisfactorily researched such as cost, duration, 

human resource and partner that need to be considered in 

benchmarking exercises. There are a number of scholars 

recommended tools for benchmarking [17]-[21]. Although 

Broderick et al. [22] and Lee et al. [23] mentioned that 

benchmarking among different type of business is important, 

it is difficult to apply in services. They also reasoned that, 

how benchmarking has been conducted among different scale 

of firms have to be considered with the aim of meeting its 

specific industry standards. 

The areas of concern in this kind of activities are 

operational performance in manufacturing function, value 
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management process, innovation and technology 

management, quality assessment, customer satisfaction and 

product development process [24]. Monkhouse [25] on the 

other hand reported that non-financial measures through 

benchmarking activity support the management decision 

making process. Sarkis [26] also agreed that there should be a 

set of widely acceptable characteristics in order to measure 

benchmarking effectiveness. For the above reasons, the 

objectives of this paper are; i) to examine the influence of 

demographic profile of SMEs on their practices of 

benchmarking; and ii) to identify the benchmarking focus 

areas of SMEs based on the benchmarking activities they 

have been involved in. 

 

III. METHODOLOGY 

The research was conducted by semi-structured interviews 

among thirty five SMEs. The process of data collection took 

almost two months, due to the process of getting responses 

from the SMEs that were willing to participate in the study. 

The interview sessions were divided into two main sections: 

(i) Section A was on demographic profile of the interviewees 

which comprises various types of industries. This part asked 

for background information, which includes type of 

ownership, age of business, initial capital, source of capital, 

time spent to manage business, number of employees and 

owners’ education background. (ii) Section B concerned the 

generic benchmarking activities and related questions on the 

practice. Initially, to understand the characteristics of 

respondents, the data from section A were first described 

using appropriate descriptive analysis.  Further analysis using 

NVivo software mainly involved the data from latter section 

collected with the aim of identifying and classifying 

responses regarding areas of benchmarking among 

participating SMEs. 

 

IV. RESULTS AND DISCUSSION 

Thirty five SMEs that participated in the study can be 

classified as company (51.4%), sole proprietorship (37.1%) 

and partnership (11.4%) which consisted several type of 

businesses as viewed in Fig. 1. 

 

 

 

Regarding the age of SMEs, more than half of the 

participated SMEs were between 0 to 3 years (54.3%) 

followed by 4 to 6 years (22.9%) and finally 20% of the 

SMEs were aged 10 years and above. A total of 74% were 

bootstrapped from personal savings or via borrowing from 

friends and relatives for initial capital. From the total, 32% 

dared to bootstrapped for the amount less than RM5,000 and 

RM10,001- RM20,000. However, merely 2.94% had their 

initial capital from commercial banks where the amount was 

more than RM50,001. Surprisingly, more than half (64.7%) 

of the business owners spent their time between 6 to 12 hours 

every day to manage their businesses. The above information 

on the characteristics of participated SMEs influenced the 

level of benchmarking activities had been implemented in 

their businesses.  

 

 

Fig. 2. Business owners’ education background. 

 
TABLE I: BEST RESPONSES ABOUT WHAT THE SMES LEARNED FROM 

BENCHMARKING ACTIVITIES 

Areas The best responses %  

 

 

 

Production 

1.  Practice policy of honesty.   

 

 

32.6% 

2. To satisfy customers and produce things 

that are awesome. 

3. To maximize the quantity of production 

with the limitations of employees’ skills.  

4.  Always update with the latest products and 

technologies in the market. 

5.  To have good contact with suppliers.   

 

 

Operations  

Management 

1. Reduce the number of wastages during 

production.  

 

 

 

17.0% 
2. To become a successful company and 

employees obey instructions. 

3.  Products must be produced on time. 

4.  Motivation of staff. 

5.  Good transportations, hired quality staff. 

 

Marketing 

1. Try to have more publicity to extend 

businesses. 

 

16.8% 

2.  Diversity marketing skills. 

3.  Direct access to business market without 

middlemen. 

 

 

Application of 

ICT 

1.   Can get more customers to know about the 

business and products. 

 

 

16.8% 2. Target the market outside Malaysia by 

using the internet. 

3.  The production is efficient when machines 

can produce more than targeted products per 

hour. 

 

Financial 

1.  Need employee to maintain and oversee 

the financial matters. 

 

10.0% 

2.  Have good strategies for financial 

management to avoid loss. 

3. Try not to be wasteful in purchasing 

materials. 

 

Management 

1.  Document each business activity.  

7.0% 2.  Provide tasks for employees to make sure 

they do their job. 

3.  Stability in management.  

 Total responses 100.0% 

 

Referring to the above Fig. 2, nearly half of the business 

owners were first degree holders. It is important to know the 

educational background of the business owners because it 
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showed the degree of their willingness in accepting new 

knowledge through training, seminars and workshops. These 

events were managed mostly by agencies under the Ministry 

of International Trade and Industry (MITI) such as Pocket 

Talks by SME Corp., Domestic Investment activities by 

Malaysian Investment Development Authority (MIDA) and 

Innovative and Creative Circle (ICC) Convention by 

Malaysia Productivity Corporation (MPC). The government 

delivers messages to SMEs to utilize skills and knowledge 

gained from these events so that they could add value to their 

products and services being offered in this sector.  

The study also reveals that management (51.43%) was 

chosen as the best driver of benchmarking in SMEs. Perhaps, 

the closeness of relationship between management, suppliers 

and customers encouraged management to support 

benchmarking rather than Chief Executive Officer, General 

Manager and even business owners in the enterprises. A total 

of 17.14% of the SMEs did not indicate the driver of 

benchmarking in the enterprises which could lead to several 

assumptions such as (i) absence of benchmarking activities; 

(ii) the goal of the business owners with respect to the 

business is only for survival in the local market; or (iii) 

imitating other businesses based on current demand.  

Various responses were received during the 

semi-structured interviews. Table I shows six areas that the 

participating SMEs applied benchmarking activities since 

they started their businesses. 

As a summary, the authors categorized the responses into 

six main areas that the SMEs focused on during their 

benchmarking activities. They simply took giant companies 

to be the best examples to be followed and this happened 

across all business types. For instance, Nestle is a big name in 

the food industry thus regardless of the differences in size, 

location, structure, age, number of employees, sales volume 

and ownership, the particular SMEs simply wanted to be like 

Nestle. Although this goal seems ambitious, it can be 

achieved. However, some actions need to be taken as well as 

higher involvement and collaboration with neighboring 

networks and support from government agencies through 

various activities organized from time to time.  

 

V. CONCLUSION 

As a conclusion, this study reveals that the most focused 

areas of benchmarking adoption depend on management’s 

roles in supporting this activity continuously. Although, 

management supports are significant to benchmarking, the 

hindrances towards its effectiveness have to be removed 

carefully. However, the most important aspect is to promote a 

change of the current practice from non-existing 

benchmarking activities to a list of activities involving 

several areas, in particular learning from the best practices in 

the industry. SMEs are encouraged to adopt benchmarking as 

a tool to review their performance. Therefore, mindsets of the 

management should be changed by redirecting their focuses 

from internal matters such as standard, products and services 

to various international markets. Most probably, it should 

cover different types of relationships, trade regulations, 

customs, cultures and languages. In fact, they should take on 

the role of “the driver of economic changes and initiatives” 

and not just being contented as supporting industries. Besides 

that, SMEs have to maintain engagement with suppliers and 

customers as they are playing the key roles in the business 

process for long-term sustainability. 
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