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 This study aims to examine the entrepreneurial orientation (EO) of the Small Rural Business (SRB) 
entrepreneurs in Malaysia by taking Business Networking (BN) as the antecedent. BN is used to 
explain the influence of EO as a mediator and its’ consequences towards SRB Business Sustaina-
bility (BS). The survey method was employed in this study and the data was analyzed using Struc-
tural Equation Modelling (SEM) multivariate data analysis. Based on the SEM analysis, it can be 
concluded that in this study, the relationship between BN and BS was not mediated by EO. How-
ever, BN has direct effect towards EO. Moreover, EO and BN were significant as predictors to-
wards BS. Size, age and technology of SRB were used as control variables in this study. 
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1. Introduction 
 
Small and micro enterprises technology-based businesses will gain many benefits through business 
networking. They will gain new knowledge and information related to the products and services that 
they provide through business networking with their customers and suppliers (Zane & Decolis, 2016; 
Su et al., 2013). The acquisition for resources are more critical to small technology-based firms because 
the resources that they need might be more specialized and scarce. Therefore, a close relationship with 
their networks such as the suppliers and financial providers will help them acquire financial, manpower 
and raw materials much easier (Lee & Donna, 2016). However, whether entrepreneurial orientation 
(EO) of the firm plays an important role in the relationships between business networking and business 
sustainability is the question to be answered in this study. Networking can be an important source of 
information for a firm to gain competitive advantage (Gronum et al., 2012; Naudé et al., 2014; 
Schoonjans et al., 2013). Recently, a comprehensive empirical research has arisen which focused on 
the possible effects of networking on firm’s performance (Iskoujina et al., 2017; Naudé et al., 2014;  
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Sharafizad & Coetzer, 2016). Moreover, business networking benefits small businesses through re-
source acquisition which are needed for their sustainability (Grandy, 2015). 
 
Over the past few years, many studies on small business have addressed issues of networking and 
business performance (Adel & Habib, 2018; Su et al., 2015; Lin et al., 2012). However, there are a 
relatively limited number of studies on the mediating role of entrepreneurial orientation in the relation-
ship between business networking and business sustainability in Malaysia. Furthermore, there exists a 
need to investigate further, particularly in this fragile segment. For that reason, this study seeks to 
remedy the gap in research on the mediating effects of entrepreneurial orientation in the relationship 
between business networking and business sustainability in Malaysia. 
 
2. Literature review 
 
Previous studies which reported the relationships among the related constructs in this study will be 
briefly discussed in this section. 
 
2.1 The effect of business networking on entrepreneurial orientation 
 
According to Su et al. (2015), business networking is one type of managerial networking. They also 
categorized political networking and financial networking as the types of managerial networking. The 
results of their study show that only business networking has a positive moderating effect in the rela-
tionship between entrepreneurial orientation and business performance in China. In contrast, political 
networking impacted negatively, while financial networking moderated the relationship in an inverse 
U-shaped effect. Therefore, strengthening business networking will enhance the entrepreneurial level 
of the business and thus increase business performance. However, enhancing political and financial 
networking do not directly increase entrepreneurial orientation and performance. The studies by Zhang 
and Zhang (2012), Boso et al. (2013) and Ajayi (2016) also reported the significant relationships be-
tween business networking and entrepreneurial orientation. Martins (2016), on the other hand, analyzed 
the moderating role of business networking in the relationships between entrepreneurial orientation and 
business performance. He concluded that business networking has a positive moderating role in the 
relationship between business networking and business performance. Hence, the first hypothesis is pro-
posed: 
 
H1: Business networking has significant effect on Entrepreneurial Orientation. 
 
2.2 The effect of Entrepreneurial Orientation on Business Sustainability 
 
Business sustainability is a dependent construct in this study. This refers to the economic sustainability, 
survival and continuity of the business to the next generation. Very few studies have utilized business 
sustainability as the dependent construct in their studies (e.g. Kohar, 2013; Mungule et al., 2016; Gaweł, 
2011). Most of the studies on entrepreneurial orientation utilized business performance, business 
growth, business success, business survival and profitability as the dependent construct (Kasim & 
Altinay, 2016; Naudé et al., 2014; Eggers et al., 2013; Soininen et al., 2012). However, business sus-
tainability can also be used interchangeably with the other dependent constructs which have the same 
meaning. Recently, there are also discussions which combined the term entrepreneurial orientation with 
sustainability, namely sustainable entrepreneurial orientation (Hern & Rung-Hoch, 2017; Kraus, 
Burtscher et al., 2018). Therefore, there is a need to look further into the relationship between entre-
preneurial orientation and business sustainability, especially in the rural small business context. 
 
Divito and Bohnsack (2017) stated that the level of entrepreneurial orientation of a firm will determine 
the business sustainability decision making of the business. Results of the studies by Soininen et al. 
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(2012); Arief et al. (2013) and Etim et al. (2017) support the findings that entrepreneurial orientation 
has significant effects on business sustainability. Hence, the second hypothesis is proposed: 
 
H2: Entrepreneurial Orientation has significant effect on Business Sustainability. 
 
2.3 The effect of Business networking on Business sustainability 
 
A related recent study which focused on the relationship between business networking and business 
sustainability was done by Setya et al. (2017). The context of the study was the Malangan Mask Indus-
try in Indonesia. They examined on how the business networking plan of the Malangan Mask industry 
in sustaining the business. Their study revealed that the Malangan Mask industry is using the strength 
and opportunities strategy in building business networking because they found out that this strategy 
will result in business sustainability of the industry. In another study, Jones et al. (2017) proposed that 
small businesses to have a good networking with the relevant stakeholders such as the universities. 
Their study shows that through the networking with universities, the businesses can improve their per-
formance through innovation and thus enhancing the sustainability of the businesses. Other similar 
studies that reported the significance of the relationships between business networking and business 
sustainability are Karvonen et al. (2015), Taneja & Toombs (2014) and Klewitz (2017). Hence, the 
third hypothesis is proposed: 
 
H3: Business networking has significant effect on Business Sustainability. 
 
2.4 The Mediating role of Entrepreneurial Orientation in Business Networking and Business Sustain-
ability relationship 
 
In developing countries, when the level of Entrepreneurial Orientation is high, the performance of small 
businesses will increase. The relationship is moderated by business network (Boso et al., 2013). This 
study shows the evidence of business networking as a moderator in the relationships between EO and 
business performance. This finding is different from the study by Rauch et al. (2009) which stated that 
EO is directly related with business performance. Therefore, in order to gain sustainability, small busi-
nesses in the developing countries need to have high EO and strong business networking with govern-
mental bodies and other businesses and stakeholders. Results from the study by Gronum et al. (2012) 
showed that one element of EO which is innovation, plays the role of mediator in the relationships 
between business networking and performance. However, the relationship between networking and 
performance was not significant. In this case, small business should utilize business networking to 
enhance their innovative capabilities and consequently will improve business performance. This study 
proposes that EO and BN improve business sustainability, performance and growth in small businesses. 
The role of EO will be analyzed whether it plays the role of mediator in the relationships between 
business networking (BN) and business sustainability (BS). Hence, the fourth hypothesis is proposed: 
 
H4: Entrepreneurial Orientation mediates the relationship between Business networking and Business 

Sustainability. 
 
2.5 The Effects of control variables 
 
Control variable is the variable which is not the main focus of the study. However, the control variable 
is “monitored” or held “constant” so that its effects seems to be minimal or likely to be not present 
when the researcher is testing the relationship between Independent Variable and Dependent Variable. 
In this study, the relationship between business networking, the independent variable and business sus-
tainability, the dependent variable, will be controlled by the firm’s age, size and technology of the firm.  
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Firm’s age and size have long been studied as important factors that affect business performance (Kang 
& Park, 2012; Su et al., 2015; Arend, 2014). Technology types of the small business will have a sig-
nificant effects to the business performance and sustainability (Deligianni et al., 2015; Brouthers et al., 
2015; Sobanke et al., 2014). Hence, the three variables are used as the control variable in this study. 
 
Since all the relationships among the constructs are validated in SEM model, in the next phase of the 
analysis, the control variables are included in the model to test whether the relationships among the 
constructs in the model are still valid when controlled for size of company, technology and age of the 
company. The hypotheses to be tested are as follows: 
 
H5: There exist a significant effect of BN towards BS regardless of size, technology and age of the 

business. 
H6: There exist a significant effect of EO towards BS regardless of size, technology and age of the 

business. 
 
The proposed conceptual framework for this study is as follows: 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 

Fig. 1. Conceptual Framework of the study 
 
 
3. Methodology  
 
3.1. The Pre-Testing, pilot study and Exploratory Factor Analysis (EFA) Procedure  
 
This study is a quantitative study using survey methods. The measuring instruments were adapted from 
literature and customized to suit this study. The pre-testing procedure was conducted after the custom-
ization process has been completed. The measurement scale used in the questionnaire was also verified 
by an expert in research methods. After the pre-testing procedure, the researcher rewrote and rearranged 
the items in the questionnaire, according to the expert advice. The questionnaire was then ready for 
pilot testing and Exploratory Factor Analysis (EFA). The revised questionnaires were sent to selected 
SRB entrepreneurs in 12 different locations in Melaka to collect the data for pilot study. 110 question-
naires were collected out of 150 sent to the SRB entrepreneurs. The data from the pilot study were used 
to analyze the Exploratory Factor Analysis (EFA). EFA procedure was used to determine the dimen-
sionality of item in the questionnaire. The EFA procedure need to be done because the dimensionality 
of items used in this research study might have changed from the previous research due to different 
industry, geography and sociocultural factors. 

Business  
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Entrepreneurial 
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The Exploratory Factor Analysis using extraction method of Principal Component with Varimax (Var-
iation Maximization) Rotation was performed on the 11 items measuring Business Sustainability (BS) 
construct, 6 items measuring Entrepreneurial Orientation (EO) construct and 11 items measuring Busi-
ness Networking (BN) construct. The results indicated that the Bartletts’ Test of Sphericity was signif-
icant (P-Value < 0.05) for all constructs. Furthermore, the measure of sampling adequacy by Kaiser-
Meyer-Olkin (KMO) was excellent where all exceeded the required value of 0.6 (Awang, 2010, 2014). 
The Bartlett’s Test is significant and KMO > 0.6, indicate that the data is adequate to proceed further 
with the data reduction procedure (Awang, 2010, 2014). The results also showed that only one compo-
nent or dimension emerged from EFA procedure based on the computed Eigenvalue greater than 1.0 
for BS and EO while two components emerged for BN. All of the components and their respective 
items were excellent in measuring the BS, EO and BN construct since their total variance explained 
exceeded 60% (Awang, 2010, 2014). The factor loading for every item in BS and EO are greater than 
0.6. Thus, no item should be deleted since they achieved the minimum requirement for factor loading 
of 0.6 (Awang, 2010, 2014, 2016). In other words, all items are useful to measure the latent construct. 
However one item needs to be deleted from BN construct which is BN5 because the item was cross 
loading in first and second component of BN. All of the items in all three components have achieved 
the required Internal Reliability since the Cronbach’s value which is greater than 0.7 (Awang, 2010, 
2014). 
 
3.2. The confirmatory factor analysis (CFA) for the study 
 
Field data was collected using questionnaires from 42 locations randomly selected from the Rural 
Transformation Centres throughout peninsular Malaysia. 318 usable questionnaires were collected and 
analyzed for CFA and SEM. 
 

 
 

Fig. 2. CFA Diagram for the study 
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With reference to the Average Variance Extracted (AVE) and Composite Reliability (CR) values, the 
study found all AVE and CR exceed their respective threshold values of 0.5 and 0.6, respectively 
(Awang, 2011, 2012, 2014, 2015). Thus, the study can conclude that the Convergent Validity and Com-
posite Reliability for all of the constructs in the study have been achieved. The construct validity for 
the measurement model has also been achieved because all Fitness Indexes meet the required level as 
follows; the absolute fit calculation for RMSEA is .080, the incremental fit for CFI is .951 and parsi-
monious fit for Chisq/df is 3.042. The discriminant validity index for the model is as follows: 
 
Table 1  
Discriminant Validity Index for the study 

Construct BS BN EO 
BS .98   
BN .74 .98  
EO .71 .80 .99 

 
From Table 1, the values in bold are the square root of AVE of the constructs while the other values 
are the direct relation between BS, BN and EO constructs. The discriminant validity for all constructs 
have been achieved when the values in bold are higher than the values in its row and column. It is 
assumed from Table 1 that the discriminant validity for all three constructs has been achieved. The 
assessment of normality distribution of the data for this study shows that the data is normally distributed 
because the absolute value of skewness of 1.0 or lower. 
 
4. Findings 
 
The result from SEM analysis is as follows:  
  

 
Fig. 3. SEM diagram for the study 
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Table 2  
The results of hypotheses testing for the study 

Construct Path Construct 
Standardized 

Estimate 
Unstandardized Es-

timate 
P-value Result 

Entrepreneurial 
Orientation 

 
Business Net-
working 

.80 .74 0.001 significant 

Business Sustaina-
bility 

 
Entrepreneurial 
Orientation 

.33 .22 0.001 significant 

Business Sustaina-
bility 

 
Business Net-
working 

.48 .30 0.001 significant 

 
Based on the results of SEM analysis showed in Fig. 3 and Table 2, the effects of business networking 
on entrepreneurial orientation and business sustainability are positive and significant. Similarly, the 
effect of entrepreneurial orientation on business sustainability is also positive and significant. This 
study is supported the findings by Awang et al.(2011), Su et al. (2013) and Gathungu et al. (2014), 
which have reported the significant effects of business networking on entrepreneurial orientation. The 
results show that the elements of entrepreneurial orientation which are innovativeness, proactiveness 
and risk taking capability of the small business will be enhanced through business networking with the 
related stakeholders. Likewise, the results showed that entrepreneurial orientation had a positive and 
significant effect on business sustainability. The results are similar to those reported by Divito and 
Bohnsack (2017) and  Etim et al. (2017) which reported that entrepreneurial orientation had significant 
effects on business sustainability and survival of small business. In the same way, this study concluded 
that business networking effects business sustainability positively. The findings are similar to the re-
sults of the studies by  Klewitz (2017), Setya et al. (2017) and  Bucktowar et al. (2015) which have 
mentioned the positive effects of business networking on business sustainability of small business. 
 
4.1 Testing Mediation Effect 
 
The hypothesis statement to test for mediator is as follows: 
 
H4: Entrepreneurial Orientation mediates the relationship between Business Networking and Business 
Sustainability. Based on the above findings, all of the indirect and direct effects are significant. 
 
The procedure to test mediation based of the above table is as follows: 
The indirect effect = 0.80 × 0.33 = 0.264. 
The direct effect = 0.48 
 
Since the indirect effect is less than the direct effect, mediation does not occur. 
 
Based on the mediation test procedure, the results indicated that Entrepreneurial Orientation did not 
mediate the relationship between Business networking and Business Sustainability. Therefore, in this 
situation, the relationships between Business networking and Business Sustainability does not 
strengthen through Entrepreneurial Orientation. Hence, H4 is not accepted. The result of this study is 
in contrast with the result of the study by Adel and Habib (2018), which stated that entrepreneurial 
orientation of the small businesses in their study mediated the relationship between networking and 
competitive advantage of the businesses. 
 
4.2 Effects of Control Variables 
 
Basically, including control variable is to make sure that the effect of antecedents to the dependent 
variable is not over or under estimated. In this case, the researchers include the control variable to 
ensure the validity of the relationship between BN and EO towards BS regardless of the existence of 
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the control variables such as size, technology and age of the firm. Fig. 4 below shows the SEM analysis 
of this study with the control variables included. 
 

 
Fig. 4. SEM analysis with control included 

 
Table 3  
The Regression Path Coefficients and its significance based on p-value < 0.05 with control included 

  Estimate S.E. C.R. P 
EO  BN .738 .041 17.857 *** 
BS  EO .220 .048 4.566 *** 
BS  BN .308 .046 6.671 *** 
BS  Size -.052 .064 -.813 .416 
BS  Technology -.010 .026 -.377 .706 
BS  Age .028 .011 2.533 .011 
 
Table 4  
Comparing Beta and p-value for the path coefficient without control variables and with control varia-
bles included 

Path coeffi-
cient 

Without control variables With control 
Conclusion 

Beta p-value result Beta p-value result
BN to BS .30 .001 The effect 

is signifi-
cant 

.31 .001 The effect 
is signifi-

cant 

The hypothesis H5 is sup-
ported and validated because 
the result of the effects of the 
relationships between BN and 
BS still significant even though 
the size, technology and age 
are included in the model. 

EO to BS .22 .001 The effect 
is signifi-

cant 

.22 .001 The effect 
is signifi-

cant 

The hypothesis H6 is sup-
ported and validated because 
the result of the effects of the 
relationships between EO and 
BS still significant even though 
the size, technology and age 
are included in the model. 

 
Based on Fig. 4, Table 3 and Table 4, the results for hypothesis 5 and hypothesis 6 can be explained as 
below: 
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H5: BN positively influences BS regardless of size, technology and age of the business. This hypothesis 
is supported. Therefore, the role of size, technology and age of the business as control variables for this 
relationship is validated. 
 
H6: EO positively influences BS regardless of size, technology and age of the business. This hypothesis 
is supported. Therefore, the role of size, technology and age of the business as control variables for this 
relationship is validated. 
 
5. Conclusion  
 
This study has tested the constructs involved in understanding the sustainability of SRB in Malaysia 
and contributes towards the development of the theory of small business management, specifically 
small rural business. As suggested by Pratono and Mahmood (2016), the EO and performance relation-
ship can also involve the constructs such as moderators, mediators and other exogenous and endoge-
nous constructs in order to explain the complex relationships. In this study, EO has been tested and it 
plays the role of mediator in the relationship between Business networking and Business Sustainability. 
 
Based on the path analysis in SEM, Business networking has significant effect on Entrepreneurial Ori-
entation. This result is consistent with the findings from Martins (2016) and Gathungu et al. (2014). 
Therefore, it can be assumed that rural small business which has good networking with the stakeholders 
will have a positive effect on the entrepreneurial behavior of the entrepreneurs. It also can be concluded 
from this study that EO had a significant effect on Business Sustainability. This finding is in parallel 
with the previous studies by Bucktowar et al. (2015), Arief et al. (2013) and Soininen et al. (2012) 
which found that there were significant positive effects of Entrepreneurial Orientation on business per-
formance. Based on the finding, we have also learnt that Business networking had significant effect on 
Business Sustainability. This finding is parallel with previous studies by Setya et al. (2017), Karvonen 
et al. (2015) and Klewitz (2017) which stated Business networking had positive effect on performance. 
However, this study does not support the hypothesis that entrepreneurial orientation plays the role of 
mediator in the relationship between business networking and business sustainability. The finding is in 
contrast with the results from the study by Adel and Habib (2018) which stated that entrepreneurial 
orientation acts as a mediating construct between networking and competitive advantage. However, 
there are a few differences between this study and the study by Adel and Habib (2018). In their study, 
the dependent construct was competitive advantage and the context was Tunisian contractors. There-
fore, this current provides a new information related to the mediating role of entrepreneurial orientation 
in the relationship between business networking and business sustainability, especially in the rural 
small business context. As has been mentioned by Gupta and Gupta (2015), Beliaeva (2014) and 
Lindsay et al. (2014), mediating role of entrepreneurial orientation has not been well studied, so, the 
findings will add to the entrepreneurial orientation literature related to small business. The limitation 
of this study is that the samples are drawn from SRB entrepreneurs in peninsular Malaysia. Therefore, 
future studies should include samples from SRB entrepreneurs throughout east Malaysia and other de-
veloping countries. Future researchers related to SRB should include more exogenous constructs and 
include other alternative mediators and moderators to develop and confirm the sustainability model for 
SRB in Malaysia. 
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