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ABSTRACT 
 

Quality is a crucial component for developing a relationship between SME exporters and exporter 
intermediaries. The key role that quality plays in enhancing the performance of SMEs in foreign 
markets has been highlighted. Additionally, in order to support the development of such a 
relationship, cultural similarity is a fundamental catalyst particularly for initial stages of the 
internationalization process due to the belief that companies perform better in foreign markets if 
they possess similar cultural backgrounds. However, there have been previous studies have 
reported inconsistencies in findings between cultural similarity and performance. Hence, the 
purpose of this study is to examine what are the mechanisms in which cultural similarity can lead 
to relationship quality as well as performance. This current study used the Internationalization 
Process (IP) Theory and the Relational Exchange Theory (RET) to examine the synergistic effect 
of several factors on export performance within the context of Malaysian exporting SMEs and 
exporter intermediaries. A quantitative method was employed in this study where the primary data 
derived from 203 SME manufacturing exporting firms in Malaysia. Structural Equation Modeling 
using SmartPLS was used for data analysis. The result indicates that all hypotheses are supported. 
Findings may contribute to enriching the existing literature on export performance of Malaysian 
SMEs which use foreign intermediaries. 
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1. INTRODUCTION 
 
Rapid economic growth and advances in technology have led to SMEs being faced with a number 
of export barriers when they expand their businesses to foreign markets (Pinho, 2013). It is a 
commonly accepted fact that SMEs are lacking in finance, foreign market intelligence, knowledge, 
skills, reputation and international contacts (Kumar & Singh, 2017; Agndal, Chetty, & Wilson, 
2008). Consequently, SMEs normally use the services of experts such as exporter intermediaries 
to overcome the complexities inherent in the export market and to reduce such inadequacies (Root, 
1994). According to Balabanis (2000), intermediaries can help exporters in conducting market 
research, identifying foreign buyers, completing the necessary documentations and managing all 
related matters for foreign operations. In addition, foreign intermediaries have the capability to 
help exporters to close the knowledge gap and reduce risks and uncertainties when doing business 
in an unfamiliar foreign market. When exporting firms hire intermediary services, they hope that 
they can perform well in international arena. For example, when SMEs decide to use 
intermediaries, the intermediaries should possess specific knowledge regarding their countries 
which will save the exporting company costs, such as marketing research and negotiating costs 
(Pinho, 2016). As such, choosing reliable foreign intermediaries is of great importance to help 
exporters to manage their foreign operations.  
 
However, earlier studies have reported that using intermediary services sometimes can create 
several major issues. First, the cultural issue has been acknowledged as a fundamental pitfall 
(Meirovich, 2012) in developing high quality relationships between exporters and intermediaries. 
For instance, cultural differences can negatively influence efficiency and export performance. 
Second, using intermediary services can increase conflict between exporters and intermediaries 
since exporters tend to lose their control of foreign operations, such as marketing strategy, selection 
of customers and managing other related resources (Kulhmeier & David, 2010). Third, 
transactional costs will also increase when exporters using intermediary services (Obadia, 2010; 
Pinho, 2016; Erdil, 2014). 
 
Thus, due to these circumstances, the concepts of trust, commitment and cooperation should be 
key elements for developing a high quality relationship between SME exporters and their 
intermediaries (Obadia, 2010). This could be due to the strong relationship between SME exporters 
and their intermediaries is crucial for managing the complex nature of exporting and eventually 
succeeding in managing and developing their business operations (Kuhlmeier & David, 2010). The 
high quality relationship between exporters and intermediaries perhaps can enhance exploitation 
of specific business prospects in foreign markets to improve export performance (Pinho, 2013). 
Accordingly, Musteen, Francis, and Data (2010) supported that relational factors such as trust, 
commitment and cooperation have significant impacts on internationalization performance. 
However, to date, very few studies have discussed the factors that can possibly influence the 
relationship quality between exporters and intermediaries (Erdil, 2014; Pinho, 2016); and what has 
been reported is mostly based on evidence from developed nations (Saleh, Ali, & Mavondo, 2014). 
Nevertheless, the socio-economy, the variation of income, infrastructure, level of technological 
advancement and prevalence resources endowment are factors that differentiate the developed and 
developing country’s markets and such differentiations can severely affect international exchange 
opportunities and exchange partners’ behavior (Frazier, Gill, & Kale, 1989). Cultural issues 
inherent in network relationship that vary between developed and developing countries should be 
further examined (Saleh et al., 2014). Moreover, cultural issues are regarded as one of the major 
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contributor in cross border relationship failure (Meirovich, 2012). Due to this reason, there is a 
general consensus in the literature that a cultural fit between partners should exist in order for their 
collaboration to succeed. However, neither the nature of this fit nor the direction of cultural 
influence has been fully understood, due to the inconclusive results of empirical research 
(Meirovich, 2012). Essentially, this study explores to what extent cultural similarity can impetus 
trust and lead to commitment and cooperation which finally manifested the export performance; 
especially in relation to how those factors are inter-related in explaining export performance. 
 
1.1. Overview of Malaysia’s Export Performance 
 
Malaysia SMEs have not contributed much to exports despite the Malaysian government being 
highly supportive of internationalization by SMEs to improve exporting activities and national 
trade performance (Ahmadian, 2012). Export performance is an indicator of a country’s economic 
growth and is also important for a firm’s competitiveness (Zou, Taylor, & Osland, 1998). 
Malaysia’s export performance is greatly influenced by SMEs since they contribute 17.8% of total 
exports (MATRADE, 2018). Malaysia has recognized SMEs as the backbone of its economy as 
this sector plays a significant role in the nation’s economic growth. SMEs also account close to 
99% of the total business establishments in the country (MATRADE, 2018). Specifically, as shown 
in Figure 1, that this sector contributes 36.6% to the nation’s Gross Domestic Product (GDP), and 
65% to employment opportunities (Department of Statistics Malaysia, 2017). However, this 36.6% 
contribution to GDP is lower than that of other middle income nations (39%) and high income 
nations (51%) [Department of Statistics Malaysia, 2015 & SME Corporation, 2015]. As noted by 
Datuk Seri Mustapha Muhammad, Minister of International Trade and Industry that time, SMEs 
in Malaysia have broadened their export-base but the level of participation in export activities 
remains low (MATRADE, 2014). 
 
 

Figure 1: Contribution of SMEs to the Malaysian Economy 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: MATRADE, 2018 
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2. LITERATURE REVIEW ON ISSUES OF EXPORT PERFORMANCE 
 
In general, export performance could be defined as a firm’s level of achievement related to export 
activities in foreign market (Shoham, 1996). No established definition exists regarding 
performance in export literature (Navarro, Losada, Ruzo, & Diez, 2010). This is because 
performance can be assessed differently by individual firms according to a tremendous success for 
one company may be considered a failure for another. SMEs have an affinity for exports; however, 
no matter which mode of internalization is adopted, the elements of culture and relationship do 
pose problems (Pinho, 2013). One form of relationship that could accelerate the 
internationalization process, provide access to new knowledge and seek new market opportunities 
is the network relationship (Jeong, 2017). However, majority of past literature had focused on 
strategies pertaining to product, promotion and distribution instead of the quality of the relationship 
with foreign intermediaries regarding export performance (Erdil, 2014). According to Hunt (2000), 
a relationship comprises intangible assets that can contribute to company performance. By its 
nature, relational assets such as trust, commitment and cooperation are critical to build for maintain 
superior export performance. This statement is consistent  with the RET theory,  which states that 
developing trust can lead to commitment and cooperation crucial components in seeking better  
performance by creating foreign business relationship. The RET also points out that trusted 
exchanges lead to positive outputs. 
 
RET posits that trust between partners is the impetus for the belief that they are engaged in behavior 
which is honest, fair and sincere. Commitment implies a long-term orientation characterized by 
the fulfillment of the requirements of the relationship, whilst, cooperation is crucial for the joint 
effort and collaborative actions of partners (Leonidou et al., 2013). Along this line of reasoning, 
Erdil (2014) asserted that, to yield better outcomes to promote efficiency and effectiveness, both 
trust and commitment are compulsory in cross border-relationships. In the relationship 
management, trust is important to determine either the partner is a viable business partner (Nevin 
& Money, 2008). Whilst, inter-organizational commitment emerges as the most important factors 
that can influence export performance (Erdil, 2014). In addition, cooperation is a strategic factor 
that can orientate business partner to resolve the problem together with regard to foreign operations 
(Cavusgil & Zou, 1994). Nevertheless, to date, there are very few studies that investigate the crucial 
elements of the relationship quality which consist of trust, commitment and cooperation (Bloemer 
et al., 2013; Erdil, 2014) that link the exporter and intermediaries’ relationship. Erdil (2014) 
claimed that the reason to consider relational perspective is because exporting does not involve 
economic or business transactions, it is also heavily dependent on the relationship quality between 
parties. This argument is consistent with Morgan et al. (2006) which confirmed that a firm’s 
relational elements are crucial for the success of export operations (Hador, 2017). 
 
Despite the importance of the relational transaction that influences firm performance, the 
fundamental aspects that lead to relational elements are unclear. Literature on exports has 
established a view that culture plays a pivotal role in foreign business relationship (Prime, Obadia 
& Vida, 2009). In international business, culture issues are critical as they can impact on partnering 
relationships in the international exchange process (Saleh et al., 2014). Exporter and marketers are 
frequently challenged by new and unfamiliar cultures. The perceived dissimilarity between the 
home country and the target country is termed as psychic distance or cultural distance (Klein & 
Roath, 1990). According to Boyacigiler (1990) the difference of culture in business relationship 
often aggravates the challenge of acquisition and interpretation of foreign market intelligence, thus 
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negatively impacting export performance. There is a general consensus in the literature that a 
cultural fit between partners should exist in order for their collaboration to succeed (Meirovich, 
2012). In international business literature, cultural similarity has received considerable attention as 
psychic closeness helps parties understand each other and build relationships (Saleh et al., 2014; 
Nes, Solberg & Silkoset, 2007). 
 
However, cultural similarity alone is insufficient for the relationship to bring about performance; 
relationship quality must be in place. Trust has been identified as a key aspect of the relational 
elements which can be affected by cultural similarity (Houjeir & Brennan, 2017; MacDuffie, 
2011). In the same way, Jarvenpaa et al. (1998) and Weber and Hsee (1998) also suggested that 
trust can be influenced by culture. Sharing similar cultures among parties in a transaction is a 
crucial prerequisite for building trust (Fritz & Canavari, 2008). Thus, from a psychological 
perspective, trusting someone is to believe that the individual trusted will act as expected and trust 
is frequently associated with cultural similarity (Houjeir & Brennan, 2017; Byrne, 1971). This is 
because similarities in language, level of education, business and cultural practices, and 
communication style will remove any cultural barriers while psychic closeness will minimize the 
degree of uncertainty in the new market, create trust between the parties involved and positively 
impact financial export results (Evans & Mavondo, 2008).  
 
Nevertheless, the fact that findings on cultural similarity and export performance relationship are 
inconclusive in previous literature suggests that some potential variables may come between the 
relationships. The IP theory, suggests that firms aim for culturally similar markets at the first stage 
of interntionalization before advancing to physically distant markets (Johanson & Vahlne, 1977), 
signifying that similar cultural background across border relationship likely in influencing export 
performance (Castro & Roldan, 2013). IP theory also recognizes that cultural similarity can 
facilitates communication and information sharing that in turn helps to build trust and contributes 
to increased commitment in the relationship. From the international perspective, in overcoming the 
barriers to perform and succeed in international exchange, trust plays a critical role such as 
becoming a mediator to counterbalance the potential harmful effects of culture (Nevins & Money, 
2008). Central to this approach, Kumar (1996) asserted that mutual trust between partners leads to 
greater profitability through improved performance, and better customer services and allows 
greater adaptability. This is because trust is the critical relational element and has become all the 
more salient (Sullivan & Peterson, 1982) as it can play a key role in overcoming the challenges 
which finally reflect in export performance success. Nevertheless, previous findings are mixed 
which some scholars argued that trust can influence performance while others reported that trust 
has no significant relationship on performance (e.g., Houjeir & Brennan, 2017; Nevin & Money, 
2008; Katsikeas, Skarmeas, & Bello, 2009; Zaheer & Kamal., 2011). As discussing in the literature, 
similarity of culture has a connection with trust and trust has a significant influence on 
performance. Following this notion, it is likely that cultural similarity is instrumental for the 
development of trust in SMEs, subsequently resulting in better export performance. This seems to 
imply that trust plays a significant central role in maintaining relationship quality which links 
cultural similarity to export performance. In other words, cultural similarity facilitates the creation 
of trust which then leads to enhanced performance.  
 
Despite general agreements on a range of explanatory variables, neither the nature of this fit nor 
the direction of cultural influence has been fully understood, due to the inconclusive results of 
empirical research. The issues of cultural similarity have received considerable attention in the IB 



404 Cultural Similarity Effect On The Relationship Quality Between 
 Exporters And Intermediaries And Export Performance Of SMEs  

literature for the impact on the function of cross-cultural buyer-seller interaction, communication 
and negotiation (Saleh et al., 2014). Some scholars argue that performance can increase when two 
partners possess similar cultural background and at the same time have different capabilities and 
resources (Sarkar, Echambadi, Cavusgil, and Aulakh (2001). Many authors also have emphasized 
the significance of cultural similarity in order for a merger to succeed (e.g., Noble, Gustafson, & 
Hergert, 1988; Marks & Mirvis, 1985) and for international cooperation to be fruitful (Hofstede, 
1991). Behavioral norms and corporate practices may enhance cooperation, while cultural 
differences may lead to alienation, uncertainty and problems of adjustment (Dauber, 2012). Based 
on these themes, cognitive dissonance theory (Aronson & Carlsmith, 1962; Festinger, 1957) states 
that people prefer information that is in-line and supports their attitudes and behavior and this stand 
creates some biasness when obtaining data that substantiates their beliefs (Fiske & Taylor, 1984). 
 
At the same time, other findings have led to the opposite conclusion. Some studies have produced 
contrasting findings which found that the performance of IJVs has a positive correlation with 
national cultural distance (Park & Ungson, 1997). A study conducted by Pothukuchi et al. (2002) 
also found that cultural distance positively impacts efficiency and performance. Research 
conducted by Krishnan, Miller, & Judge, (1997); Morosini, Shane, & Singh (1998) also found that 
larger cultural distance is associated with better performance. Similar results were reached in the 
study of another type of inter-organizational relationship which is mergers and acquisitions found 
that US–Japanese partnerships tend to be sustained better than US–US ones (Lubatkin, Scweiger, 
& Weber, 1999). Additionally, Schweiger and Goulet (2005) maintained that parties to a 
partnership that are pushed too far in terms of similarity can fear the loss of identity These findings 
imply that cultural fit may not necessarily mean being alike – it may mean being complementary, 
that is, different from each other (Meirovich, 2012). Though these arguments are certainly not 
without merits, there are also other reasons for these inconsistent in findings. This conflicting result 
may cause by the multilevel nature of culture, the varying concept of the methodology and the fact 
that economic and psychological performance are in congruent (Pothukuchi et al., 2002). Thus, it 
is relevant and timely for this study to examine by which cultural similarity can bring about 
performance from the perspectives in Asian emerging market.  
 
Trust, commitment and cooperation 
 
Majority of previous studies found that trust as a central factor in explaining buyer-seller 
relationships either as explanatory variable or a criterion variable (Saleh et al., 2014). According 
to Morgan and Hunt (1994), trust can be defined a belief in the exchange partner’s dependability 
and honesty based on the understanding that the other party to the relationship will not take the 
opportunity to exploit a situation for self-interest. Relationship literature acknowledged that trust 
has a central role in maintaining, developing and upholding long-term inter-firm relationship. In 
this study, cultural similarity is also anticipated as an essential factor that can facilitate trust in the 
relationship between exporters and intermediaries. The creation and nurturing of trust is very 
important for developing effective and efficient social network applications. This has been studied 
from various perspectives including from the social context (Trifunovic, Legendre, Herlocker, & 
Sen, 2010). Nevertheless, one lesser explored issue is how trust is established in a dynamic 
relationship across borders, which has also been not empirically tested (Hayashi & Kryssanov, 
2013). Studies by Byrne (1971) in social psychology revealed that there is a relationship between 
similarity and trust while experiments carried out by Golbeck (2009) assert that similarity has a 
significant relationship with the user’s determinant to trust each other.  As claimed by Kanter and 
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Corn (1994), foreign buyers and sellers tend to opt for markets that have cultural similarities for 
long-term relationships, which in turn, may result in the generation of trust for long-term business 
gain. Meanwhile, Amelung (1994) suggested that if there are cultural similarities between parties 
across cultures, it will reduce operation costs and lead to the building of trustworthy relationships. 
Additionally, prior studies have mostly advocated that exporters stand a better chance of being 
trusted and accepted by their partners in foreign markets that have cultural similarities.  
 
In a classical study by Spekman (1988), it is claimed that trust is “the cornerstone of a strategic 
partnership” and can be a crucial factor in developing an acceptable long-term relationship with a 
business partner (Dwyer et al., 1987). Ruyter, Moorman, and Lemmink (2001) viewed trust 
between partners as a crucial factor in any business activity that encourages the parties concerned  
to pay more attention to the ‘‘positive’’ motivation of affiliation as an important asset to gain 
appropriate resources such as information, technology, knowledge, access to distribution network 
and so forth to compete effectively in foreign markets. This is because trust can generate 
competitive advantage (Yli- Renko Autio & Sapienza, 2001) and plays an integral role in a 
company. More importantly, development of trust is very crucial to generate commitment of 
potential channel members at the onset of a new relationship to guarantee higher group 
performance, and increased job satisfaction. According to Gulati and Singh (1998), when trust is 
absent, there will be neither collaboration nor any relational benefits. At the heart of the trust-
development challenge is the acceptance of vulnerability (Ring &Ven, 1992) as building a high 
level of trust and relational embeddedness can be both expensive and challenging. 
 
Most researchers have reported that trust is a positive and important indicator of buyer-seller 
commitment (Saleh & Ali, 2009). Previous literature has also supported that trust increases 
commitment, which then leads to cooperation (Inkpen & Currall, 2004). Despite several studies 
referring to the conceptual relationship between the constructs of trust and commitment (e.g. Saleh 
et al., 2014; Pinho, 2013, Saleh & Ndubisi, 2006), scholars disagree of trust and commitment 
relationship. For example, Tellefsen and Thomas (2005) argued that the link between trust and 
commitment has not been fully examined or tested in the literature and follow-up studies have been 
confined to only a small set of factors and findings which are inconsistent (Liu, Li, & Zhang, 2010).  
In line with Geyskens et al. (1996) has found mixed results between trust and commitment. 
Therefore, they called for more research as evidence to quantify the relationship and offer more 
verification of the significant influence of the relationship between trust and commitment. The 
importance of relationship commitment stems from the fact that it will probably lead to cooperative 
behavior, minimize or eliminate the likelihood of tempting short-term alternatives, and improve 
the profit margins (Andaleeb, 1996; Anderson & Weitz, 1992; Morgan & Hunt, 1994). A party 
involved in a partnership will be cooperative, motivated by an aspiration to work on the 
relationship and make it succeed (Anderson & Narus 1990).  
 
Haahti et al. (2005) found that firms forge cooperation due to the intense desire to compete 
effectively in foreign markets and reap the benefits of synergy that can enable the intense exchange 
of market information and valuable knowledge (Amble & Styles, 2000). Anderson and Narus 
(1990) also agreed with this suggestion and supported the notion that genuine cooperative behavior 
exhibited by genuine partners is crucial, which leads to all the parties’ involved reaping mutual 
benefit. On the contrary, some studies were unable to verify the advantages of cooperation. Hence, 
some studies have indicated that cooperation has a significant relationship with performance, while 
other scholars have indicated a weak relationship between these two constructs. For example, 
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Vereecke and Muylle (2006) investigated the cooperation between suppliers and customers and 
found that these two variables were remotely related. According to Fynes, Voss, and Burca (2005), 
only a partial relationship exists for the impact of supply chain relationships on cooperation and 
performance. Villena, Revilla, and Choi (2011) also produced a U - shaped relationship between 
social capital elements (e.g., cooperation) and performance and noted that too much cooperation 
may have a negative effect on performance. Turnbull, Oliver, and Wilkinson (1992) found no 
significant relationship between cooperation and performance due to difficulties faced by a United 
Kingdom company and Japanese practices. Burnes and New (1997) strongly defended the 
relationship context and were not confident with the exaggerated effects of these two variables. 
Therefore, according to these discussions, this study provides further evidence to verify the 
relationship between exporters and intermediaries and attempts to provide more indications of the 
impact of cooperation and performance on export markets. Therefore, for a more detailed 
examination of these issues that were substantiated by concrete depositions in the literature, the 
following hypotheses were proposed: 
 
H1: There is a positive relationship between cultural similarity and export performance 
H2: There is a positive relationship between cultural similarity and trust  
H3: There is a positive relationship between trust and commitment. 
H4: There is a positive relationship between trust and cooperation 
H5: There is a positive relationship between commitment and cooperation. 
H6: There is a positive relationship between cooperation and export performance 
H7: There is a positive relationship between trust and export performance. 
H8: Trust mediates the relationship between cultural similarity and export performance. 
 
 

Figure 2: Conceptual Framework  
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framework (Figure 2) specifies path relationships between the antecedents in the trust and export 
performance building process. 
 
 

3. RESEARCH METHODOLOGY 
 

This section provides and justifies the method used in this research, including the 
research design and research instrument. 
 
3.1.       Research Design and Instrument Development 
 
In this study, a mailed survey design was used for testing the research model. Top management 
such as Chief Executive Officers (CEOs), managers or officers of SMEs are the key informer and 
could not be accessed via other methods (Bartholomew & Smith, 2006). The sample elements were 
taken from MATRADE and SME Corporation databases. A total of 14,000 SME firms of various 
product categories were found from the MATRADE database. Target respondents had to possess 
two important criteria: (1) SME manufacturing firms in Malaysia involved in exporting; and (2) 
SME manufacturing firms that use intermediary services (e.g., agent, distributor and sales 
representatives). After crosschecking with SME Corporation database, a total 1,000 SME 
manufacturing firms fulfilled the requirements set for this study. Thus, the working population of 
this study was 1,000 SME firms. The questionnaire was posted to all targeted respondents, and 
follow-up was done by phone call and email. 
 
A quantitative method was used in this study and the measurement items were obtained from 
relevant literatures. For this study, the constructs were measured using a 7-point Likert scale, 
ranging from 1= strongly disagree to 7= strongly agree except for export performance which used 
1= much below expectation to 7= much above expectation. Five constructs were measured in this 
study. For cultural similarity, five measurements items were borrowed from Saleh et al. (2014), 
i.e., manner of greetings, business practices, legal formalities, ethics and value and business 
contract. Nine items were borrowed from Pinho (2013) for trust. Concerning the relationship 
commitment construct, it was measured using seven items adopted from Morgan and Hunt (1994). 
Similarly, for the cooperation construct, five items were adapted from Morgan and Hunt (1994). 
Meanwhile, for export performance measurement, six items were adopted from previous studies. 
In this study, trust serves as a mediator between cultural similarity and export performance.  
 
3.2. Survey and Response Rate 
 
A survey package contains questionnaire in English and Malay versions and a reply paid self-
addressed envelope was posted to the 1,000 respondents fulfilled the criteria as mentioned earlier 
in this study. After two rounds of follow-up calls and email reminders, a total of 232 responses 
were received. Nevertheless, only 203 responses were found to be usable and retained for further 
analysis, with 29 responses being discarded due to incomplete responses in some important 
sections. Most of the respondents were managers of SME firms. 
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4. DATA ANALYSIS AND FINDINGS 
 
Statistical Package for Social Sciences (SPSS v. 23) and Partial Least Squares (PLS) with smart 
PLS 2.0 (Hair et al., 2012) were used for data analysis. Table 1 presents the respondents’ profile. 
It indicates that there are an almost equal number of male (101) and female (102) respondents. 
Majority of the respondents are in the 31-50 age groups. They are either owner or top personal or 
managers (General Manager, director, manager and commercial officer). Table 1 also shows that 
respondents with bachelor’s degree (46.3%) dominated the survey.   
 
 

Table 1: Respondent Profile 
Demographic Features Frequency Percentage 

Gender   
Male 101 49.8 
Female 102 50.2 
Age   
30 years and below 55 27.1 
31 to 40 years 62 30.5 
41 to 50 years 60 29.6 
Above 50 years 26 12.8 
Designation   
Owner of the firm  24 11.8 
Managing Director 0 0 
Chief Executive Officer (CEO)                                                                       1 0.05 
General Manager 12 5.9 
Director 12 5.9 
Manager 71 35.0 
Commercial officer 52 25.6 
Others 31 15.3 
Level of Qualification   
School certificate 25 12.3 
Professional Certificates 11 5.4 
Diploma 60 29.6 
Bachelor Degree 94 46.3 
Masters 11 5.4 
PhD 0 0 
Others 2 5.4 

 
Reliability and validity assessments were conducted to analyze the measurement model. The result 
indicates that the level of composite reliability (CR) were more than 0.7 for all constructs. 
Convergent validity and discriminant validity were performed to assess the validity of the 
constructs. The analysis (Table 2) indicates that the value of Average Variance Extracted (AVE) 
was greater than 0.5 for all constructs (Fornell & Larcker, 1981). Further, discriminant validity 
(Table 3) was established in this study since the square roots of AVE were higher than its 
correlation compared to the other constructs.  
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Table 2: Measurement Model: Factor loadings, CR and AVE 
Model construct Measurement item  Loadings AVE CR 

Cultural Similarity 

B8a 0.782 

0.685 0.915 
B8b 0.848 
B8c 0.844 
B8d 0.848 
B8e 0.815 

Trust 

C11a 0.827 

0.693 0.953 

C11b 0.861 
C11c 0.864 
C11d 0.846 
C11e 0.853 
C11f 0.865 
C11g 0.837 
C11h 0.669 
C11i 0.850 

Commitment 

C12a 0.849 

0.678 0.936 

C12b 0.799 
C12c 0.781 
C12d 0.852 
C12e 0.818 
C12f 0.819 
C12g 0.844 

Cooperation 

C13a 0.772 

0.684 0.915 
C13b 0.852 
C13c 0.787 
C13d 0.881 
C13e 0.838 

Export Performance 

D15a 0.907 

0.781 0.956 

D15b 0.894 
D15c 0.896 
D15d 0.888 
D15e 0.874 
D15f 0.845 

Note: x Composite Reliability (CR) = (square of the summation of the factor loadings) / [(square of the summation of the 
factor loadings) + (square of the summation of the error variances)]. y Average Variance Extracted (AVE) = (summation of 
the square of the factor loadings) / [(summation of the square of the factor loadings) + (summation of the error variances)]  
 
 

Table 3: Discriminant Validity 
Latent 

Construct 
Commitment Cooperation Cultural 

similarity 
Export 

Performance 
Trust 

COM 0.823     
COO 0.692 0.828    
CS 0.455 0.396 0.828   

EXP 0.394 0.462 0.233 0.884  
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Latent 
Construct 

Commitment Cooperation Cultural 
similarity 

Export 
Performance 

Trust 

TR 0.731 0.697 0.469 0.403 0.832 
Note: Diagonal indicates √AVE; off diagonal indicates correlations between constructs: Where, COM=Commitment, 
COO=Cooperation, CS=Cultural Similarity, TR=Trust and export performance. 
 
For the purposes of hypothesis testing, the structural model was performed. The bootstrapping 
technique was used to test the significance of weighting. The proposed mediating effect relied on 
Preacher and Hayes (2008) and used non-parametric bootstrapping. Table 4 presents the path 
coefficient assessment related to this study. The results depicted that all hypotheses were supported 
and trust (Table 5) was confirmed as having a mediation effect in the relationship between cultural 
similarity and export performance.  
 
 

Table 4: Path Co-efficient Assessment 

Hypotheses Path/Relationship 
SEM Output-Full Model 

 Result 
B SE T P 

H1 CS-EXP 0.207 0.033 6.287 P<0.01 Supported 
H2 CS-TR 0.469 0.036 13.06 P<0.01 Supported 
H3 TR-COM 0.731 0.019 37.14 P<0.01 Supported 
H4 TR-COO 0.697 0.024 29.03 P<0.01 Supported 
H5 COM-COO 0.393 0.064 6.127 P<0.01 Supported 
H6 COO-EXP 0.345 0.044 7.854 P<0.01 Supported 
H7 TR-EXP 0.036 10.87 P<0.01  Supported 

 
Table 5 indicates that H8 is supported with variance accounted for (VAF) of 0.739 with T-value is 
8.44, showing that trust has a significant influence in the relationship between cultural similarity 
and export performance.  
 
 

Table 5: Mediation Result 
Hypothesis Path/Relationship VAF T Result 
H8 CS-TR-EXP 0.739 8.44 Partial Mediation 

 
 

5. DISCUSSION AND CONCLUSION 
 
In this study, H1 hypothesized a positive relationship between cultural similarity and export 
performance. It clearly shows that similar cultural background of exporter and intermediary can 
influence export profitability. This study is consistent with previous studies conducted by Azar 
(2014) who noted that succeed in international business proceed by partners having cultural 
similarity. In line with internationalization literature, cultural closeness between partners can lead 
to the best performance of firms in the international arena. This is because exporters and 
intermediaries can minimize the risk of distrust and conflict since they possess similarity in terms 
of language, environment and business format. Indeed, in SME intermediary context, cultural 
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similarity is important for developing a high quality relationship between exporters and 
intermediaries to ensure success in foreign markets as well as to enhance performance of SME 
firms particularly for initial growth stages.  
 
Similarly, H2 and H3 were supported for their positive relationship. This confirmed that cultural 
similarity between exporter and intermediary has a significant influence on trust (H2). Trust 
between exporter and intermediary also has a positive effect on commitment (H3). This indicates 
that when exporters and intermediaries come from a similar cultural background, it can make the 
relationship grow and can increase the understanding between both partners, which impact trust. 
Thus, as supported by Kabadayi and Lerman (2011) in previous studies, cultural similarity is a 
fundamental factor for trust development among business partners. Besides, with regard to H3, the 
findings reveal that trust has a positive relationship with commitment, indicating that trust is a 
critical and ongoing process to improve export performance. Based on this scenario, trust is 
identified as a predictor of commitment. This result is in line with the findings by Saleh et al. 
(2014); Ruyter et al. (2001) and Chen et al. (2016).  
 
The study also found support for H4, H5, H6 and H7 for their positive relationships. This suggests 
that trust has a significant influence on cooperation (H4) in the relationship between exporter and 
intermediary. This outcome offers insights that when exporters and intermediaries trust each other, 
they are more enthusiastic about cooperating to share strategic market information without having 
to worry that they might be exploited by the other party (Pinho, 2013). Specifically, choosing a 
reliable intermediary is of great importance as it can help to give a sense of authenticity to access 
relevant resources such as financial resources. H5 in this study is on the relationship between 
commitment and cooperation of exporter and intermediary. The results show that commitment can 
influence the degree of cooperation between exporter and intermediary. For example, when 
exporter and intermediary can commit to each other, it can facilitate them to bundle their resources 
and cooperate to be successful in the international market. This study is in line with previous 
findings (e.g., Pinho, 2016; Fink, Harms, & Kraus, 2008) which claim that a committed 
relationship between exporters and intermediaries will extend to cooperation and a desire to make 
the relationship works (Morgan & Hunt, 1990).  
 
Subsequently, H6 stated that greater cooperation between exporters and intermediaries ultimately 
can enhance export performance. The result depicted that the level of export performance was 
significant influenced by cooperation. Surprisingly, the current findings contradict some previous 
studies that have failed to validate the relationship between cooperation and export performance 
which produce inconsistencies in findings. For instance, Prahinski and Benton (2004) found that 
there is no link between cooperative buyers and supplier relationships and suppliers’ performance. 
Meanwhile, Fyness et al. (2005) found partial support for the impact of supply chain relationships 
between cooperation elements and performance. Further, Villena et al. (2011) found a U-shape 
relationship between cooperation and performance. This happens due to differences in terms of 
industry structure, context and how the cooperation has been operationalized, which in turn, have 
contributed to inconclusive findings. However, this finding concurred with Racela et al. (2007) 
who asserted that a cooperative relationship can facilitate export success. Similarly, H7 was 
supported; the finding shown that trust has a significantly positive relationship with export 
performance in the context of exporter and intermediary. The result is in tandem with previous 
studies which have noted that trust significantly contributes to competitiveness in foreign markets 
(e.g., Lehtinen et al., 2016; Hador, 2017). Also, the presence of trust is seen as being able to lower 
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transaction costs and improve investment in relationship-specific assets and superior information 
sharing routines (Dyer & Chu, 2011).  
 
Finally, H8 hypothesize on the intervening effect of trust in the relationship between cultural 
similarity and export performance. The result demonstrated that trust serves as a mediator to link 
cultural similarity and export performance. This suggests that if the partner comes from a similar 
cultural background, it simplifies the relationship, particularly in establishing trust elements in 
business dealings and indirectly improves the exporter’s export performance (Houjeir & Brennan, 
2017; Lehtinen et al., 2016). This finding seems interesting and relevant in the context of the 
relationship between exporters and intermediaries because in the Malaysian context, trust and 
relational elements have been noted to be really important and stronger compared to the Western 
context (Behyan et al., 2011). As a conclusion, cultural similarity is indeed important for its role 
in improving relationship quality between exporters and intermediaries, which in turn, will be 
manifested in higher export performance.  
 
 

7. CONTRIBUTIONS, LIMITATIONS AND FUTURE DIRECTIONS  
 
This study made several contributions to existing theoretical knowledge and managerial 
implications. First, it extends the use of Internationalization Process (IP) theory which was 
popularized by Johanson and Vahlne (1977). This study support the notions of IP theory which 
posited that cultural similarity can reduce some obstacles in foreign market such as 
miscommunication, distrust and misinformation between business partner and it can help to create 
mutual understanding to build high quality relationship which finally reflect in the performance 
outcome. Second, the result enriched the application of the Relational Exchange Theory (RET) in 
explaining inter-organizational learning as a valuable asset which will contribute to the export 
success. More importantly, the results support the notion of RET’s application in SME exporters’ 
context. From practical perspective, it offers a very useful guideline to suggest that cultural 
similarity is relevance for SME’s export managers to consider when identifying their foreign 
intermediaries. It clearly shows that trust is a key element in cross border relationship and SME 
manager should develop trust for nurturing a high quality relationship with their foreign 
intermediaries which can influence the export success. In addition, SME export managers also 
should concentrates on relational factors such as trust, commitment and cooperation in developing 
high quality relationship for exchanging resources such as knowledge and experience with their 
foreign intermediaries to enhance export performance.  
 
Despite its importance, there are several limitations inherent in this study. This study only looks 
solely from SME exporters view without considering intermediaries perspective. Therefore, future 
studies are encouraged to take into account both sides. Furthermore, this study concentrates on 
manufacturing companies rather than services industries, limiting the findings to manufacturing 
sector. It is therefore suggested that future research can investigate both manufacturing and service 
firms to obtain more holistic picture and bigger view. In addition, this study employs cross-
sectional approach. Thus, future research is suggested to use longitudinal study to determine if 
there will be different outcomes and findings. In conclusion, findings of the study have addressed 
the research hypotheses and validated the relationships of all constructs under study. Additionally, 
trust was confirmed as a mediator in the relationship between cultural similarity and export 
performance which has not been extensively researched previously. 
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