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Abstract—  Information and communication
technologies (ICT) adoption is considered as one of the
intangible resources of the organization and needs to be
carefully managed to maintain the firm's growth in
business performance. Specifically, the objective of this
study is to determine the relationship between the ICT
adoption and SMEs business performance. According
to Resource-based View Theory, technology resources
are fundamental drivers to performance. A sample of
155 SMEs data successfully collected through survey.
Data collected was analysed using Regression Analysis.
The findings revealed that ICT adoption had
significant correlation and relationship with business
performance of SMEs. The study also suggested that
the adoption of ICT is a major factor affecting the
SMEs business performance as reported by SME
Corporation Malaysia.
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1. Introduction

Small and Medium Enterprises (SMEs) play
important roles [1] and the backbone for the
economic growth in Malaysia [2]. The contribution
of SMEs to the Gross Domestic Product (GDP) of
the Malaysian economy in 2005 increased by 29 per
cent to 32.7 per cent in 2012. However, compared to
SME contributions in developed and other high-
income countries, this figure is smaller where the
contribution their SMEs to GDP exceed 40 per cent

[3].

There are issues highlighted in SME Annual Report
2015/2016, about an inconsistent of SME business
performance. This survey has been conducted every
year by SME Corporation Malaysia since 2009 for
monitoring and evaluating SME business
performance and prospects in Malaysia. There are
many factors that influence SMEs firm
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performances in Malaysia [4] (Mohd Khairuddin,
2002). However, a report released by SME
Corporation Malaysia [5] shows that the major
factor affecting the performance of Malaysian SMEs
is the level of technology use. Among these issues,
low levels of trust in the virtual environment also
influence the industry not to use digital technology
[5]- Therefore, given the high importance of SMEs
to the country, there is a need to undertake research
efforts in matters that will help improve the
performance of SME firms in Malaysia.

2. Literature Review

2.1 Business Performance

Performance refers to a continuous and flexible
process involving managers, partners, and person
who run the business which reflects the end result of
business activities and strategic management
processes [6] while [7] identifies performance as
work achievement and the end result. Business
performance is very important in a firm because
strong performance will produce benefit from
resource management, wealth creation and job
opportunities [8].

Business performance can determine how well a
firm manages its internal resources and adapts to its
external environment through improved growth and
productivity [9]. Business performance also helps
determine the direction of a business success or
failure [10]. A firm's performance can be measured
by a variety of methods and is used to examine
strategies based on their resources and capabilities
[11]. In this context, business performance is related
to the absolute performance of a business entity that
depends not only on the internal effectiveness of the
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organization in executing the chosen strategy, but
also on its own industry characteristics and strategy
choices. Measurements for business performance
are subjective and these comparisons are based on
the firm's expectations of the items as suggested by
[12].

2.2 ICT Adoption

ICT refers to any technology that allows
communication and the collection, processing, use
and transmission of information electronically [13]
[14] [15]. ICT also involves the use of a technology
as a tool for implementing communication processes
and communication mediums across multiple
situations across geographical situations, times and
locations [16]. There are three main components of
ICT development namely computer technology,
communication technology and media technology
[14] including products and services such as
computers, internet, web use, fixed line phones,
mobile phones and other devices including
communication without wires, networks and
broadband [14] [15]. The combination of these three
technologies can drive and create a high potential for
use in a country's economic, social, political and
technological processes. Thus, ICT can be
formulated as a tool that can be utilized within the
community and organization for services to convey
information and allow for communication and to
compete in the context of the information and
communication environment.

In examining the adoption of ICT among SMEs as a
multidimensional ~ construct, many previous
researchers have presented diverse and still
inconsistent findings that support the relationship
between ICT adoption and firm performance.
Several studies have found that adoption of ICT in a
business firm does not have a significant effect on
productivity [17] while there are opposite findings
[18] [19] [20] [21] [22][23]. Previous study [24]
have found, there is a significant positive
relationship between ICT adoption in income
generation (revenue) in their research. It is found
that the ICT adoption plays a role in reducing cost
transactions and thus firms can increase market
efficiency and opportunities. While [21] argue that
the adoption of ICT can also lead to a significant
increase in productivity by lowering costs and in
turn, firms can improve output quality. However, the
results of the study by [25] found that there was no

significant relationship between ICT adoption in
investment and performance and returns to firms.
ICT capital seems to have no role in the rate of
return. If investments in different types of capital are
adequately allocated, it is expected that the
composition of the capital will have no impact on
performance.

The empirical evidence on the relationship between
ICT adoption and business performance is still
inconclusive. Therefore, an empirical study needs to
be conducted to examine the relationship between
ICT adoption and business performance of SME
firms in Malaysia in order to shed light on current
trends in ICT adoption in improving business
performance among SMEs in Malaysia.

3. Methodology

4.1 Population and Sample

This study used survey method through
questionnaire distributed to respondents for data
collection. This method is the best way to get
information about personal, community or group
and perception [26], also appropriate if involved
large population [27] and samples selection
representing relevant populations can be done
randomly [28]. The measurement for business
performance was adapted from [12] while ICT
adoption measurement were adapted from [29].
Unit of analysis for this study are SMEs firms in the
manufacturing sector in Malaysia registered under
SME Corporation Malaysia. However, each of the
SMEs firm is represented by the top management of
a firm. Top management is the decision maker
concerned with the continuity and growth of their
business [30]. A total of 1071 questionnaires were
distributed to respondents, 175 successfully returned
and only 155 were used for further analysis. The data
was processed using the Statistical Packages for
Social Science (SPSS) version 21. The regression
analysis was performed to identify the relationships
between ICT adoption and SMEs business
performance.

4. Results

The sample included 155 participants (49.0 percent
female and 51.0 percent male). Age ranged from
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below 30 to 61 and above, the majority of the
participants (72.9 percent) were married, while 26.5
percent were single indicated 0.6 percent divorced.
The results of the analysis also found 35.5 percent of
the participants were classified as holding a graduate
degree, 32.9 percent of the respondents were
diploma level and only 5.8 percent were master
degree holders. 25.2 percent of participants were at
secondary education level and 0.6 percent of
participants were at primary education level. Most
of the respondents representing the firm to answer
the questionnaire consisted of managers (75.5
percent), directors (16.1 percent), owners (6.5 per
cent), CEOs (1.3 per cent) and followed by the SME
firm chairman by 0.6 percent.

Data were cleaned from any missing data and
outliers. Further, before regression analysis takes
place, data also met the multivariate assumption of
normality, multicollinearity and heteroscedasticity.
The effect of ICT adoption on dependent variables
was tested at a significant level of 99 per cent and
utilised p value 0.01 was tested in this study. The
regression test results indicated that the ICT
adoption variable has an influence and significant
relationship on business performance as described in
Table 1. This variable explains 54.0 percentage of
the variance in business performance (R2 = 0.540, F
= 89.284, p < 0.01) which is mean indicating that a
1-unit increase in ICT adoption would increase
business performance by 0.540 and will
significantly improve the business performances
SMEs business performance (P < 0.01). So that, it
can be concluded that ICT adoption has been
successful to be used as a predictor which is
significant with the business performance where is
ICT adoption at (p = 0.683, t=12.398, p <0.01).

Table 1 Regression Analysis of Independent
Variables and Dependent Variable

Variables B t Sig.
ICT Adoption 0.683 12.398 0.000*
R 0.735

R? 0.540

Adjusted R? 0.534

Standard  Error of 0.353
Expected Values

F 89.284

Sig. F 0.000
Durbin Watson 2.002
N 155

Dependent variable: Business performance
Significant levels: * p <0.01

5. Discussion and Conclusion

The findings have showed that ICT adoption had
significant positive relationships and influence
SMEs business performance. The study revealed
that SME firms that use ICT in their business
environment can significantly influence and
improve business performance. ICT adoption can
benefit firms including reducing business
transaction costs, improving service operations,
expanding  business  opportunities,  better
understanding customer requirements, reducing
communication barriers and obtaining information
about specific customer needs and external
competitors will enhance the firm's business
performance.

The findings also showed that the relationship
between ICT adoption and SMEs business
performance are consistent and in line with the
results of previous studies [31] [32] [33] [34]. These
results indicated that the higher level of ICT
adoption lead to the higher level of business
performance which indirectly improved their
business performance. The aforementioned effect
has been explained and supported by Resource-
Based View (RBV) theory where firm with scarce
resources and capabilities should be of immense
value, exceptional, unique and irreplaceable or
imitated by competitors [35]. On the other hand, it
will help firms to develop and implement strategies
that have the effect of lowering a firm’s net cost and
increase a firm’s net revenues [36].

In conclusion, this study has a significant impact on
the role of SMEs in contributing the country's
economic growth by 2020 [37]. Therefore, this study
has filled the knowledge gap by strengthen the
limited empirical evidence by evaluated ICT
adoption amongst SMEs Manufacturers in Malaysia.
This study explains the current state of ICT adoption
in improving business performance. This study also
can benefit the top management of SMEs by
adopting a new approach to addressing issues that
are specific to business performance. Future studies
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are recommended to compare the obtained study
findings involving the sector of manufacturing,
service and agriculture. These three sectors have
been identified as the most important sectors that
support the growth of SME performance in
Malaysia. The findings of the study are likely to
provide different and more comprehensive
information about the study being conducted.
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