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ABSTRACT
Using the article, this paper seeks to identify the challenges limiting the use of value chain in SMEs in Malaysia especially in the rural entrepreneurship. Barriers like, regulatory issue, restricted availability of raw material and technology, limited access to foreign markets and lack of technology exchange greatly obstructs the opportunity of SMEs to enhance their value chain. These challenges not only affect the performance of ordinary business entities, but also slow the development of Malaysia’s overall economy and society. Removing these barriers by developing better, appropriate infrastructure, access to technology, better market access and simplification of regulations could lead to rural SME development and contribute to the overall economics of the country. Such findings emphasize the need to incline appropriate strategies and policies to assist SMEs overcome them and operate within the globalized business world.
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1.0 INTRODUCTION
The challenges limiting the use of the value chain framework in the Malaysian context are a worthy area of research discussion since they have a direct impact on the development of the economy of the nation. Recognising each link in the production and delivery process as a potential source of added customer value, the value chain framework occupies a central position when it comes to the task of competitive improvement and, in particular, SMEs that constitute the majority of Malaysia (Budiarto, 2022; Zahari, 2024b). Although the concept of value chain integration has been said to hold significant benefits for website development by SMEs in Nigeria, the numerous challenges may pose a major setback to SMEs in Malaysia such as inadequate infrastructure, lack of skilled labor and limited access to technology and information. These loopholes not only hinder the development and viability of SMEs but also the capacity of the SMEs to fully participate in streamlining the national economy; in return this will affect the general social utility, societal well-being and economic stability of the country (Talib, 2023; Yaakub & Mustafa, 2015). Chin et al., (2011) and Chong et al., (2014) indentified a lack of research regarding the nature of challenges to Malaysian SME’s engaging with value chain strategies in the existing business literature. Consequently, no aspect of e-commerce activities can be overemphasized when discussing the Malaysian SMEs operation in the current business environment. The phenomenon of global platforms or marketplaces has disrupted more conventional business arrangements, and despite certain risk factors, allow SMEs to penetrate larger markets and promote working efficiency (Zahari, 2023, 2024b; Zheng, 2023). However, the challenges that prevent the implementation of the value chain in Malaysia are usually considered to be bottlenecks to effective implementation of such e-commerce strategies. Such difficulties are digital illiteracy, insufficient technological facilities, and poor funding, which negate the SMEs ability to take advantage of the e-commerce opportunities (Hooi et al., 2016; Ibrahim et al., 2018).
The need for tackling these barriers has relevance not only for specific undertakings; it is critical for development of the competitive economy that is able to function in the framework of globalisation. There is also lack of existing research on how these barriers influence the e-commerce integration within the Malaysian SME’s value chain, hence the need to examine the relationship between e-commerce adoption and value chain enhancement among the Malaysian SMEs (Jayashree et al., 2021). Analyzing how barriers challenged the idea of value chain implementation in Malaysia, it is possible to see the modern state of SMEs’ challenge to compete in the market. That’s why such barriers not only affect the organization’s operations but also the innovation and growth of the company. For example, if supply chain integration is not considered, there may be numerous operational inefficiencies that in turn cause increased expense and decreased customer satisfaction (Talib, 2023; Hudin et al., 2017). Moreover, constancy, failure to adapt to the emerging market needs and technological progress steps up the difficulties that SMEs come across; that is why, there is a need in developing the strategies to solve such barriers (Mamus, 2018). The current state of affairs therefore underlines the need to build up the body of knowledge on the main reason for non-application of value chain to be a critical component in informing appropriate policy and support structures for SMEs. In analysing the impact of barriers affecting the application of the value chain in Malaysia, they are not limited to the following. Self-generated barriers all impact not only particular SMEs but also the national economy as a whole (Dahlan, 2023; Ghapar, 2019; Rahman, 2023). For instance, the failure of SMEs to increase value chain efficiency can reduce competitiveness domestically and globally and hence a knock-on effect on Malaysia’s economy (Zaki et al., 2021; Wahab et al., 2019).
Overcoming these barriers remains central to improving the performance of SMEs that are important for employment generation and structural change. Furthermore, recognising the precise obstacles of various sectors may enable further development of proper strategies for helping SMEs to overcome such difficulties (Yeoh, 2013). The most important factors that affect the barriers towards the implementation of the value chain in Malaysia are the business culture, resources, and market factors (Johan, 2025; Zahari, 2023, 2024b; Zheng, 2023). The degree of impact these factors has on e-commerce activities among Malaysian SMEs is highly important as it provides the possibility of how far and to which SMEs can adopt the digital economy (Saeed et al., 2020, Showole, 2024). For instance, deficiencies in technology hinder an SME’s capacity for adopting more efficient value creation
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processes that would help it remain profitable and useful in the marketplace (“A STUDY OF INTERNET OF THINGS ENABLED HEALTHCARE ACCEPTANCE IN MALAYSIA”, 2020). Knowledge of such factors is critical for not only overcoming these barriers but also strengthening the capability of SMEs in utilising ecommerce opportunities fully. Other Malaysian studies identifying factors that limit the use of the value chain point to poor performance of SMEs as a result of these constraints. Specifically, more studies have addressed the existing concerns of inadequate infrastructure, scarce resources, and inadequate training that help to build SME capabilities (Ibrahim et al., 2018; Hudin et al., 2017; Zhang & Huo, 2013). Despite this, there is limited literature proposing integrated models that investigate various antecedents of SE to suggest the barriers of SMEs in various sectors, which highlight that there is a research void that needs filling (Ainul et al., 2020). However, there is need to go further while analyzing the relationships between these barriers and overall competency of Malaysian SMEs, as well as, the impact of these barriers within the context of Malaysian economy. Therefore, the goal of this research study is to establish the accessibility challenges inhibiting the utilisation of the value chain in Malaysia with emphasis on its consequences for e-commerce undertakings in SMEs. Therefore, in order to contribute to policy making, the research seeks to identify and discuss barriers that practice implants to Malaysian SMEs and to provide recommendations on how they can be addressed. Usable knowledge from this research goes beyond scholarly debate because knowledge of these barriers is vital where the policy goal is to enhance the prospects of SMEs and reshape the economy of Malaysia for more sustainable growth.


2.0 LITERATURE REVIEW
BARRIERS HINDERING THE APPICATION OF VALUE CHAIN
The historical development of research on barriers hindering the application of the value chain has evolved significantly over the past few decades. Early studies primarily focused on the conceptualization of value chains, with seminal contributions from Porter, who introduced the value chain framework in 1985, emphasizing the importance of competitive advantage through value-adding activities (Tuoi & Son, 2022). Subsequent research expanded on this foundation, exploring various sectors, including agriculture, manufacturing, and services, and identifying specific barriers that impede effective value chain management. Recent theoretical frameworks have integrated complex adaptive systems and sustainability perspectives, highlighting the multifaceted nature of value chains and the dynamic interactions among stakeholders (Orr et al., 2018; Orr & Donovan, 2018). Methodologically, researchers have employed qualitative case studies, surveys, and mixed-method approaches to capture the complexities of value chain barriers, with a notable increase in the use of participatory action research to engage stakeholders directly (Hidayati et al., 2021). The concept of barriers hindering the application of the value chain has been defined variably across scholarly literature. For instance, Tuoi and Son describe barriers as obstacles that prevent effective value chain analysis, particularly in agricultural contexts, where diverse approaches have been utilized (Tuoi & Son, 2022). Similarly, Mapanga et al. identify barriers as complex, multidimensional challenges that arise from the interplay of various factors within the value chain (Mapanga et al., 2018). Synthesizing these definitions reveals common themes, such as the recognition of barriers as both structural and operational impediments that hinder value chain optimization. The definitions converge on the idea that barriers are not merely isolated issues but are interconnected, reflecting broader systemic challenges that require comprehensive strategies for mitigation (Hidayati et al., 2021). Recent trends in research on barriers to value chain application have seen the emergence of constructs that emphasize sustainability and resilience. Studies have increasingly focused on the role of socio-technical systems in shaping value chain dynamics, as evidenced by the work of Meynard et al., who highlight how socio-technical lock-ins can stifle innovation and diversification within agricultural value chains (Meynard et al., 2018). Additionally, frameworks that incorporate circular economy principles are gaining traction, as they address the need for sustainable practices within value chains (Keulen & Kirchherr, 2021). Theoretical advancements have also included the integration of stakeholder theory, which emphasizes the importance of collaboration among value chain actors to overcome barriers and enhance overall performance (Orr et al., 2018). Factors contributing to the barriers hindering the application of the value chain are multifaceted and include economic, social, and institutional dimensions. Economic factors, such as market access and pricing volatility, significantly impact the ability of stakeholders to engage effectively in value chains (Hidayati et al., 2021). Social factors, including trust



and collaboration among stakeholders, are critical for overcoming relational barriers that can impede value chain effectiveness (Orr et al., 2018). Institutional factors, such as regulatory frameworks and support systems, also play a crucial role in shaping the operational environment of value chains, influencing their ability to adapt and thrive (Sajjad et al., 2019). The interplay of these factors underscores the complexity of addressing barriers and highlights the need for integrated approaches that consider the broader context in which value chains operate. Recent trends in research methods used to investigate barriers to value chain application have shifted towards more participatory and interdisciplinary approaches. Qualitative methods, such as focus group discussions and stakeholder interviews, are increasingly employed to gather nuanced insights from various actors within the value chain (Vegt et al., 2022). Additionally, quantitative methods, including surveys and statistical analyses, are utilized to identify and rank barriers based on their perceived impact (Farès & Mamine, 2023). These trends suggest a growing recognition of the importance of stakeholder perspectives in understanding and addressing barriers, paving the way for more collaborative and inclusive research practices in the future (Hidayati et al., 2021). In summary, previous studies have identified a range of barriers hindering the application of the value chain, employing diverse methodologies that highlight the complexity of these challenges. Limitations in existing research often stem from a lack of longitudinal studies that capture the evolving nature of barriers over time and the need for more comprehensive frameworks that integrate multiple dimensions of value chain dynamics (Orr et al., 2018; Orr & Donovan, 2018). Unique contributions of prior studies include the identification of specific barriers within various contexts, yet gaps remain in understanding the interactions between barriers and the broader socio-economic environment. Future research should focus on longitudinal analyses and the development of integrated frameworks that consider the dynamic nature of value chains and the interplay of various barriers (Mohamad, 2025; Sabri, 2022; Zahari, 2024a). 


3.0 METHODOLOGY
In this research, an explanatory, phenomenological research design is used to examine factors that limit the use of value chain in rural entrepreneurship in Malaysia. Qualitative research is particularly good at capturing the richness of the experience of rural actors, and the felt nature of socio-economic barriers, and this design is well-suited to capturing such perceptions.
Purpose sampling was used in recruiting participants with emphasis on rural entrepreneurs operating in the value chain, government officials, and NGO staff directly involved in value chain activities. The sample was made of micro and small business owners having employees ranging from three to fifteen, and different gender. The subject-matter experts to be sampled include only actively participating entrepreneurs carrying out value chain activities and those in regions characterized by infrastructural/financial constraints, which guarantees a range of views regarding the barriers in question.
To a certain extent, the primary data collection included semi structured interviews and focus group discussions that help in identify some of the important challenges that may include technological factors, regulatory factors and supply chain factors among others. An interview guide, created and pilot tested to correspond to study research questions was utilised to guide the discussions. All interviews were recorded and subsequently transcribed, while computer software was used for data verification and data completeness checking.
Content analysis was employed in order to frame data, using such themes as low levels of technology and reverse factor, policy challenges, and market access limitations. The process involved indexing emerging patterns, matching the themes with objectives of the study and comparing findings with secondary data such as government publications and research papers to improve as well as reliability co-efficient.
Ethical issues involved getting consent from all participants, preserving data anonymity to keep the participants details anonymous, lastly; preserving business and organizational information. The research was conducted based on the standards of ethical clearance guidelines to address academic norms in conducting qualitative research and approval from the respective ethics committee was sought.

4.0 FINDINGS AND DISCUSSION (HEADING 1)
4.1 Data Analysis
The focus of the analysis is on five Malaysian rural enterprises that can be characterized by their specific employee structures and organizational sizes. These businesses range from mini-marts, food stalls, restaurants among other businesses. The respondents cover a spectrum of operation structure, with a workforce of 3-15 people.
4.2 Descriptive Statistics Analysis


	Respondent
	Business Name
	Industry
	Number of Employees
	Gender Distribution

	A
	Dapo Nazs
	Food Services
	10
	Male: 60%
Female: 40%

	B
	Takoyaki Chef Tako
	Food Services
	3
	Male: 90%
Female: 10%

	C
	Jeffri Goreng pisang Mak
	Food Services
	3
	Male: 75%
Female: 25%

	D
	Ayunie Seafood
	Food Services
	6
	Male: 40%
Female: 60%

	E
	Uncle Z Steak Corner
	Food Services
	15
	Male: 75% Femal:25%




4.3 Research Findings One: The Main Barriers
4.3.1 Policy and Regulatory Barriers
Lengthy or complicated regulatory processes for registering businesses, obtaining permits, or complying with trade regulations can discourage rural entrepreneurs from fully integrating into value chains.
"A primary barrier to applying the value chain in rural entrepreneurship, particularly for mini markets, is bureaucratic red tape. Complex regulations often lead to delays in securing permits and licenses, which can disrupt supply chains, hinder inventory management, and slow down business growth. Simplifying these processes or introducing a single-window clearance
system could make compliance more efficient. Additionally, government support tailored to 27 rural needs like subsidies or streamlined approval processes would allow mini-markets to
establish stronger supplier relationships and improve overall value chain efficiency." Respondent Company D

4.3.2 Limited Access to Inputs
High Cost: The cost or unavailability of raw materials, tools, and machinery can severely limit the ability of rural entrepreneurs to engage fully in the value chain.
“The main barriers I’ve faced are supply chain limitations. Since I’m in a rural area, it’s tough to find reliable suppliers for high-quality raw materials. Sometimes, I must source from distant cities, and transportation costs can be very high. Next is Technology Costs. Modern equipment or software that could improve efficiency isn’t always affordable or easily available here. Sometimes, I can’t justify the high initial investment given the risks.” Respondent Company E

4.4 Research Finding Two: Impact of the economic
4.4.1 Market Access Constraints
Rural entrepreneurs often have limited access to broader markets due to geographic isolation. This reduces their potential customer base and keeps them dependent on a limited, local market, which may not generate enough demand for sustained growth.
"Market access constraints really hold back economic development in rural areas, especially for small businesses like mini-markets. When mini-markets have limited access to larger markets, they can’t always sell their products at competitive prices or in large enough volumes to grow. This restricts their revenue potential and also limits the variety and quality of goods they can offer to local customers. Improving transportation or providing digital platforms to help rural businesses connect to broader markets could make a huge difference, enabling rural entrepreneurs to grow their businesses and contribute more effectively to the local economy." Respondent Company D


4.4.2 Limited Knowledge and Innovations
Lack of Knowledge Sharing: Rural entrepreneurs may not have access to the latest business practices or market trends, making it harder for them to adopt innovations that could improve their position within the value chain.
“I think limited knowledge and innovation are major hurdles in rural areas. In many rural communities, there is a lack of exposure to new technologies, processes, and business models that can foster growth. Innovation tends to be limited
because there isn’t much access to the latest tools, training, or networks that are available in more urban settings. Without innovation, businesses in these areas may struggle to compete or even adapt to changing markets, which ultimately affects the broader economic development of the area.” Respondent Company E


5.0 CONCLUSION
Using the article, this paper seeks to identify the challenges limiting the use of value chain in SMEs in Malaysia especially in the rural entrepreneurship. Barriers like, regulatory issue, restricted availability of raw material and technology, limited access to foreign markets and lack of technology exchange greatly obstructs the opportunity of SMEs to enhance their value chain. These challenges not only affect the performance of ordinary business entities, but also slow the development of Malaysia’s overall economy and society.


Removing these barriers by developing better, appropriate infrastructure, access to technology, better market access and simplification of regulations could lead to rural SME development and contribute to the overall economics of the country. Such findings emphasize the need to incline appropriate strategies and policies to assist SMEs overcome them and operate within the globalized business world.
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