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ABSTRACT

The study was concerned with bumiputra entrepreneurship in Malaysia.
Primarily, the purpose was to provide understanding concerning the
development of an indigenous bumiputra (i.e. Malays as well as other
indigenous groups in Malaysia) entrepreneurship, as well as to narrow
the knowledge gap between government agencies and similar institutions,
in Malaysia, set up to promote'bumiputra entrepreneurship, and those

they are supposed to serve.

Data concerning bumiputra entrepreneurs were obtained through the
author's personal interviews with 92 MARA loanees in eight town council
districts in the Malaysian state of Kelant and 44 bumiputra official

in the Malaysian States of Kelantan andv and the Capital

Territory of Kuala Lumpur. @

The data for this thesis ha \N\ collected almost twelve years after

the Malaysian government sified its efforts to promote bumiputra
participation in bus ss and industry through the New Economic Policy,
(this was launch @k 71 following the racial riots in 1969). How-—
ever, the findings presented, according to the bumiputra personal and
business profile, business practice and growth profile, business-

problem profile, and training-need profile show that much has yet to be

done toassist the bumiputra.

The results indicate two important features. Firstly, there were
inadequacies in the education and experience of the bumiputra entre-
preneurs which were compounded by the fact that the businesses were
young, small, poorly organized and without adequate business records.

Secondly, the bumiputra entrepreneurs were found to be operating in a



—_ -

relatively hostile environment, receiving little support from either

the public or private sectors of the economy.

In view of these problems some recommendations were made to develop
bumiputra entrepreneurship. They included measures which cover
immediate and long term needs, as well as the creation of suppoft
services as an ongoing process. Further research, however, is necessary
to obtain more information regarding the bumiputras in business and

industry.
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CHAPTER 1

[NTRODUCTION

The Background to Malaysia

Formed in 1963, the Federation of Malaysia comprises the eleven
Malay states of Peninsular Malaysia (known currently as West
Malaysia) and the two states of Sabah and Sarawak on the island
of Borneo (currently known as East Malaysia but excluding the
Kalimantan part of Indonesia). The country is situated between
latitude 1° and 7° north of the equator, and longitude 100° and
119° east; to the south lies the island of epublic of Singa-
pore and to the north lies Thailand. Qh.e West, Malaysia is
bordered by the Straits of Malacca ASEZEE island of Sumatra,
and on the east by Indonesian Kal% tan,
N
‘NN
Malaysia has a populatio \4.3 million. In Peninsular
Malaysia alone the popu%ation for 1980 was 11.8 million, compri-
sing 53%.9% Malay % Chinese, 10.5% Indians, and 0.7% others
foy

(Rancangan 1 Keempat 1981-1985:82).

Peninsular Malaysia has at various times over the years been
colonised by the Dutch, the Portuguese, and from the 19th century
to August 1957 by the British. Throughout this period, Malaya as
(it was then called) had sultans ag head of state in each

of the states except Malacca and Penang (including Province
Wellesley). The country was largely feudal in character. Today,
the monarchy has been retained. The country is governed through
a system of parliamentary democracy with elected representatives

headed by a Prime Minister, and modelled on the British system.



The monarchy known as the Yang di Pertuan Agung is elected every

five years from among the nine sultans.

The Malays, who are known collectively with several other
indigenous groups in Malaysia as the bumiputras or sons of the

soil were believed to be the original people of the land. The
Chinese and the Indians came to Malaysia originally as indentured
labourers brought by the British to serve in the tin mines and in
the rubber estates. After independence in August 1957, the
Chinese and the Indians were given Malaysian citizenship. Over the

years they have established themselves in the commercial fields

and are now noted for their entrepren @E alents.
The Malays on the face of it, @E to be quite happy to
1

dominate at first the p011 iga d administrative fields, but

lately their assumed sccu?\é}k ell apart due perhaps to the real-

isation that the Chi = d the Indians have left them further

behind in the ecogofmic field. That realisation sparked what can

be termed as

L%&c nationalism among the bumiputras who saw
the promotionfof bumiputra entrepreneurship as the way to salvation,

and to be on equal footing with their Chinese and Indian

counterparts.

However it was not until 1969, after a bloody racial riot,
that the Malaysian government intensified its policy and broadened
its scope to assist the bumiputras not only in the economic field

but in other areas as well, including education and training.

It was believed that the dissatisfaction by the bumiputras in the

economic spheres was one of the major grievances which led to the




riots. Tun Tan Siew Sin (1978), himself a Chinese and a former
Minister of Finance in the Malaysian Cabinet,cited the economic
gap between the races in Malaysia as her number one problem, and

the key to Malaysia's political stability.

Bumiputra awareness of their relatively poorer economic status vis-
d-vis the non-Malay communities (in particular the originally immi-
grant Chinese and Indians) in Malaysia is not new. For example,
as early as 1849 Abdullah bin Abdul Kadir Munshi, a noted Malay

writer, had in his autobiography (the Hikayat Pelayaran Abdullah or

"Voyage of Abdullah') f[Ahmad Kassim ed. KL% ayaran Abdullah,

1960] intimated Malay economic backwar

Later in 1923, Zainal Abldln bin d (7A ABA), a noted Malay

intellectual in his day,

The Malays are a rticularly poor people. Poverty is
their outsta ng characteristic and their greatest
handicap 1 race of progress. Poor in money, poor
in intel equipment and moral qualities, they
cannot e left behind in the march of nations....
Their li%erature is poor and unelevating; their domes-
tic surroundings from childhood are poor and seldom
edifying; their outlook on life is poor and far removed
from pure original teachings of the Prophet. 1In short,
the Malays cut poor figures in every department of life.
(Quoted in Popenoe, 1970:260)

Although an extreme view, the above portrays the general poverty
of the bumiputras, an issue which has since received an uninter-
rupted flow of writings, speeches, newspaper articles, seminars

and debates.

The economic situation of the bumiputras, in comparison to the



Chinese, on the eve of independence in 1957 was as depicted in
Table 1.1. The Malays who constituted more than 50% of the popu-

lation were under-represented in sectors other than agriculture.

Table 1.1:

Occupied Population by Race, Malaya, 1957

Occupation Malay Chinese Total all races
('000s) % ('000s) % ('000s)

Manufacturing 27 20 73 135
Commerce 32 16 1 65 195
Mining & quarrying, 10 17 %O 69 58

%-ﬁ 265 68 388
Agriculture 60 310 25 1245
Gainfully occupied 24 772 2165

(Adapted from the Federation of Malaya Census, 1957; from
Beaglehole, 1969:216)

In view of the preceding, Article 153 was included in the Malay-
sian constitution, giving special political and economic privileges
to the bumiputras in return for other privileges to be given to

the non-bumiputras. Article 153(2) states:

Notwithstanding anything in this Constitution, but subject
to the provisions of Article 40 and of this Article, the
Yang di Pertuan Agung shall exercise his functions under
this Constitution and federal law in such manner as may



be necessary to safeguard the special position of the
Malays and to ensure the reservation for Malays of
such proportion as he may deem reasonable of positions
in the public service (other than the public service
of a state) and of scholarships, exhibitions and other
similar educational or training privileges or special
facilities given or accorded by the Federal Government
and, when any permit or licence for the operation of
any trade or business is required by law, then, subject
to the provision of that law and this Article, of

such permits and licences. (Malaysian Constitution,
quoted in Popenoe, 1970:160)

Beaglehole (1969:217) felt that Article 153 (2) was a concession to
the bumiputra view that, as indigenous people, they had special

claim to political dominance. More importantly, it was to satisfy

the bumiputra need for a sense of securiy, \€o give them the oppor-
tunity to remedy the economic imbal e tween the communities.
The result, according to Coh Keng (1958:3) was:

. \\L;_
... that there is b a division of the population
into a group whos ﬁqb s wield political power but
possess very ligtl nomic strength and another group

whose members po economic strength but very little

political p«w

Goh Keng Sw (I958: 3) added:

One feature of the Malaysian system was that while entre-
preneurship seemed to be a pursuit so far confined to

the non-Malay population, thereby giving some of its
members a superior economic status as compared with

the general population, political power rested mainly
with the Malay population.

Even as late as 1970, the Rancangan Malaysia Ketiga (RMK), the
Malay edition of the Third Malaysia Plan (TMP), reported the socio-
economic position of the various races to be similar to their pre-

decessors in the country's history. The following facts illustrate
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some of the prevailing conditions:

a)

b)

c)

d)

The point

In 1970, only 14.9% of the Malays in Peninsular Malaysia
lived in urban arecas defined as centres with 10,000 or

more people compared to 47.47%7 Chinese and 34.7% Indians
(Mohd. Fauzi Yaakub, 1978:59-60, footnotes).

In 1970, 49% of 1.6 million families in Malaysia were
classified as poor, but out of these 747 were Malays,
compared to 177 Chinese and 8% Indians. Of the total
Malay families 65.1% were considered poor, compared to

257 Chinese families, and 39.1% Indian families (RMK:6).
In 1970, in terms of per capita i the Malays received

$M34 per month, the Chinese $ mmand the Indians $M57

(RMK:6) . ?“
In the business sector®\loon Hai (1962),basing his

calculation on tgi:ZJ?bvfigures,found that the ratio of
NN\
g

Malay business to Malay population was 1:62 compared
to 1.40 for t hinese and 1:56 for the Indians. The

1970 ce igures show that bumiputra share of owner-

shi @ital was 1.9% compared to 22.5% held by the
Chinese and 1.0% by the Indians while the foreign percent-
age was 60.77% (Mid Term Review 2nd Malaysia Plan:83 Table
4.7). In the manufacturing sector in 1970 only 7% of the
professional and managerial group were bumiputras compared

to 68% Chinese, 4% Indians, and 18% foreigners (Judith

Nagata, 1972:1140).

is that economic advantages given to the bumiputras

through the constitution have so far failed to deliver the goods.



1.2

This failure is due to either the bumiputras themselves, or the
government officials, or the businesses, etc. An instance has
been quoted where preference for the bumiputras took the form of
licences; they sometimes sublet their licences rather than use
them to gain experience (Milne, 1976:236). Other forms of abuse
by business persons and officials alike were not uncommon. The
results for thebumiputras up to 1970 have been well summarised by
the then deputy Prime Minister of Malaysia (currently the Prime

Minister) Dr. Mahathir Mohamad (1970),

Unfortunately, to the bumiputra the r lts were not
apparent but have opened up for the Ch e business-
men more and better avenues for a ion of unlimited
wealth. (Mahathir, 1970:42)

@?‘

Although the issues of \)utra entry and participation in business

Problems

*

and industry are of cuRyent concern to both the Malaysian govern-
ment and to the putras themselves, information regarding them
is scarce. cerding to Mohd. Fauzi Yaakub (1978) most of the liter-

ature on bumiputra entrepreneurs was not based on empirical research.

At the same time government administration is severely handicapped

by the knowledge gap between themselves and those they are supposed
to serve. Even the well trained Malaysian Civil Service (MCS) can

claim to excel in most areas except the fostering of an indigenous

entrepreneurship. This is due to the fact that the development

of an indigenous entrepreneurship in Malaysia has been little

understood and unprecedented (Abdul Aziz Mahmud, 1977).
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The bumiputrasare relative newcomers in the field of commerce and
industry. This ficld has long been dominated by the immigrant
Chinese and Indians. ‘Therefore, as beginners, the bumiputras lack
the necessary business experience as well as reinforcement -
normally represented by the presence of relevant cultural, social
and financial institutions - to cultivate and promote their bus-—
iness talent. As newcomers in a free enterprise economy and plural
society, the bumiputras are at the mercy of an already established

business class, in this casce the Chinese and the Indians, who may

Further, bumiputra interests in bugdne and industry may be inter-
preted by the non-bumiputras as eat to their economic power
which they have held for so long [n Malaysia, where the ethnic

.
groups are identified ac g to their eccnomic functions,

not wish to change the status quo.

economic nationalism b e bumiputras can be interpreted by non-
bumiputras as fyrttherihg bumiputra interests towards a complete
political domi iwon of the country, forgetting that a wealthier
bumiputra ulation may provide political stability and a climate

conducive to economic growth, for all to share.

In addition to these handicaps, which are merely the tip of the
iceberg, Malaysia's New Economic Policy (NEP) demands that by
1990 there ought to be at least 30% bumiputra participation and
ownership at all levels in business and industry. With less than

ten years to go, ihis time pressure is an added constraint.
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Research Objectives

In view of the preceding, research on bumiputra entrepreneurship

is therefore urgently needed not only to provide information for
academic interests but also for practical applications. Primarily,
the purpose of this research is to provide understanding concern-
ing the development of an indigenous bumiputra entrepreneurship

and to narrow the knowledge gap between government agencies and
similar institutions set up to promote bumiputra entrepreneurship

and those they are supposed to serve.

The author designed a questionnaire and us i, in interviews
with 92 bumiputra entrepreneurs in the sian State of Kelantan

and 44 offictals in both the gove nd private sectors.

Responses were also recorded on . The following facts regard-

ing bumiputra entrepreneurs%s obtained:
N

a) their persow 2ud business backgrounds;

b) their b s practice in relation to the keeping
ofy, b Qs records;

¢) their business problems;

d) their training necds;

e) their suggestions for the promotion of bumiputra

entrepreneurship in Malaysia.

As part of this resecarch the information obtained was also used

specifically to:



a)

b)

d)

-10~-

describe the personal and business profiles of
bumiputra entrepreneurs;

identify and clarify the nature and extent of
bumiputra business problems;

identify some of the factors that are associated

with the keeping of business records, business growth,
and, business problems;

identify the nature and extent of bumiputra needs
particularly in areas of business training and

business facilities.

1.4 Organization of the Thesis QE
The rest of this thesis is org@ as follows:
0‘\l:.

a)

b)

c)

d)

N

chapter two_e ihes the nature of bumiputra

particigagion in business and industry in relation

to Mayizjb

c te¥ three examines in greater detail some of

's New Economic Policy;

the problems regarding bumiputra entry into

business and industry, and the characteristics

of those already in business;

chapter four discusses some of the conceptual
foundations concerning entrepreneurship;

chapter five outlines the main theories regarding the
emergence of entrepreneurs and examines entrepreneur-

ship in selected countries of South-LEast Asia;
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e) chapter six presents the research method, data
analysis, and research problems;

f) chapter seven presents and discusses both the
qualitative and the quantitative results of the
present research;

g) chapter eight summarizes the main results, outlines
some recommendations for developing bumiputra

entrepreneurship, and provides some suggestions

for further research.

v
Rl




CHAPTER 2

BUMIPUTRA PARTICIPATION IN BUSINESS AND INDUSTRY

The main objective of this chapter Ls to present an overview regarding
the nature of bumiputra participation in business and industry in
relation to Malaysié's New Economic Policy (NEP). The first part of
this chapter describes the aims of the NEP and the strategies regarding
its implementation. This is (ollowed by a review of bumiputra participa-
tion in business and industry for Peninsular Malaysia, and in the

Malaysian State of Kelantan where the present research took place.

2.1 Malaysia's New Economic Policy (NEP):@E and Strategies

The government of Malaysia, following the 1969 outbreak of

racial-.violence, took further s S to redress the economic

0~\£:_
imbalance between the ra&\ nd in particular, to increase bumi-
putra participation@; ness and industry. This bold effort
took the form of_ the Néw Economic Policy (NEP) which was first

introduced, with the Second Malaysia Plan in 1971-75

(SMP, 1971~ The NEP was designed to promote national unity
through a two-pronged strategy. Its objectives are described

below:

a) ... eradicating poverty by raising income levels
and increasing employment opportunities for all
Malaysians, irrespective of race....

b) ... accelerating the process of restructuring
Malaysian socicty to correct economic imbalance,

so as to reduce and eventually eliminate the



identification of race with economic function....
The objective is to ensure that Malays and other
indigenous people will become full partners in all
aspects of the economic life of the nation.
(Mid-Term Review, Second Malaysia Plan 1971-75,

1973:1).

Specifically, the NEP seeks to create a commercial and industrial
community among the Malays and other indigenous people, and 'the
target for the purpose is that by 1990, they should be able to

own and manage at least 30% of the country?c\ommerc1al and

industrial sectors, in all categories s¢ales of operation’
(Third Malaysia Plan, 1976-80:192 v
In order to promote bumlpg entrepreneurial participation in

commerce and industry, l&vernment of Malaysia introduced

mutually supportive ammes such as the following:

a) the @'sion of credit facilities especially for
sma enterprises;

b) the provision of training and technical assistance;

¢) the implementation of administrative measures
designed to induce entrepreneurs among the Malays
and other indigenous people to participate in the
commercial and industrial sector;

d) the establishment and expansion of special govern-
ment agencies to spearhead the effort in creating
a commercial and industrial community among them.

(Third Malaysia Plan, 1976-80:192).




The adoption of administrative measures to help businesses among
the Malays and other indigenous people to participate in the

modern sector of Malaysia's economy include the following:

a) price preferences in favour of Malay and other indigenous
suppliers ranging from 27%-10% for suppliers of goods
and services of up to S$M5 million in value;
b) the reservation of at least 30% of the value of all
works contracted out by the Public Works Department
(PWD) - the largest contract issuing department - for

Malays and other indigenous contractors;

¢) specified quotas (also 30%) in award of transport
operating licenses;

d) the reservation of speci ercentages of trading
areas and llcenses

(Third Mdldysm,\\ 1976-80:194)

The 1mplementdt10 f various programmes has been entrusted to
several gover enc1es and lately, government departments,
as well, inc dl g MARA (Council of Trust for the Indigenous
People), UDA (Urban Development Authority), PERNAS (National
Trading Corporation) ,and others such as MIDF (Malaysian Industrial
Development Finance), NPC (National Productivity Centre),FIDA
(Federal Industrial Development Authority), CGC (Credit

Guarantee Corporation), MIEL (Malaysian Industrial Estater Limited),
ASN (National Share Trust Board), Bank Pembangunan (Development
Bank), and Bank Bumiputra (Bumiputra Bank). Similar roles are
also given to the SEDCs (State FEconomic Development Corporations)

set up in each of the thirteen states of Malaysia. The main



agencies however, are MARA, UDA, and PERNAS. A full account of
their activities is provided in the form of Plan Books issued

every five years. The activities of these agencies have also
attracted researchers (e.g. Abdul Rahim Said, 1974, Mohd. Zainuddin
Mahmood, 1974, Abdul Manan Razak, 1974, Ismail Hassan, 1980). A
checklist regarding the functions of the agencies is shown in

Table 2.1. Further details concerning the activities of those

agencies are given in appendices 1=~}

However, as stated in the introduction to is thesis, the

various programmes introduced subsequ &e NEP, and through
the five-yearly Malaysia Plans (the h Malaysia Plan being
1981-85), have failed to produ isfactory results. For
cxample, the 3rd Bumiputrg€donomic Convention reported that,
including trusts held ’%\government, the achievement level of
the bumiputras in bu s and industry by 1980 was only 10% compared
to the target of%‘bqet by the NEP for 1990 (Utusan Malaysia, 18th
August, 1980) e level of individual bumiputra participation in
business andNindustry was so low, that Abdul Rahim Said (1974:188)
concluded that " _..the government was more entrepreneurial than

those they are trying to develop."

Further elaboration regarding bumiputra participation in business
and industry in Peninsular Malaysia and, particularly, in the
Malaysian State of Kelantan _is necessary if the nature of their
economic activities are to be understood. These are discussed in

the rest of the chapter.



Promotfon of Bumiputra kntrepreneurship:

Checklist on the Fanctions of Covernment Agencies in Malaysia
Financral Management and Training Contracts Business Pre- Project
Assistance Counselling mises & Indus- Identification
trial Estates
) (2 {3) (4) (5) {6)

MARA X X X X X X
UDA X X X X X X
coe X X
DEVELOPMENT BANK X X X X
COMMERCIAL BANK X X X
cu X

SEDCS EX X X
MIDF X X x

NPC X X
.
PWD ,%\ X X

pPsC X
MAKRD1L X
MINISTRY OF EDUCATION X
MINISTRY OF CULTURE X X X X X

MINISTRY OF HOUSING

AND LOCAL GOVERNMENT X
FIDA X
PERNAS X

MINISTRY OF FINANCE X

(Source: ICU, Prime Minister's Department, personal communication.Translated
into fnglish by the author)




2.

Bumiputra Participation in Business and Industry
___‘_—J————'

in Peninsular Malaysia
in ren.

some indications regarding the nature of bumiputra participation
in business and industry in the years before 1971(i.e. the year
of the NEP)are shown in Table 2.2. The table shows thenumber of
Malay businesses by industrial category such as oil palm estates,
rubber estate, rubber dealers, mining, manufacturing, selected
services, wholesale and retail, in 1970. These numbers were
very low compared with the national total. 1In fact, the only

exception was in the area of 'contractor' licensed to undertake

3

work of less than $100,000. v

The racial breakdown of share capita ship in 1970 is shown
in Table 2.3. The table shows th ownership of share capital
by Malayé and Malay interests\*&r& mere 2% of the overall total.

.
Except for transportatiocn ;2522 the Malay share was some 13%,

the share in the other rs ranged from 0.77 in mining to 3.37%

in finance, 2.5% i?‘wfacturing, and 2.2% in construction.

Even in the whol®sale and retail trade, where bumiputra participa-
tion is popular and relatively easier, the data given in Table

2.4 suggest that thelir participation was far from adequate.

The data which have been based on the Distributive Trade Survey

of 1976 and covering only urban towns, defined as having a popula-

tion exceeding 10,000 people, show the following:

a) In 1970, the number of both wholesale and retail

trade owned by the Malays was 3,479 and accounted



Table 2.2

Number of Businesses by Industrial Category, 1970

Category Malay Total Percentage
0il Palm Estates 2 360 insig.
Rubber Estate 46 2,059 2.0
Rubber Dealers 629 2,833 22.0

Mining 28 1< ??\ 2-0
2

Manufacturing 143 v 4.5
Contractor >»>S$100,000 45 @ 8952 5.0

<$100,000 2,098 ’\b 2,679° 78.0
Selected Services 3,49 ‘%\ 17,1564 20.4
Wholesale 6,874 2.67
Retail \g% 25,660 15.6

Total 10,662 63,214 16.9

Notes:
1,3,4 - No survey in 1970, 1971 figures were used

2 - 25% of 1971 total

(Source: Charlesworth, 1974:63)



Ownership of Share Capital of Limited Companies, by Race and Sector, Peninsular Malaysia, 1970
Malay Chinese Indian Foreign 1
Total
(4000) (%) (s$000) ) (8000) (W) ($000) (%) ($000)
Agriculture, forestry and
fisheries 13,724 0.9 177,438 22 191 0.1 1,079,714 75.3 1,432,400
Mining and quarrying .. 3,876 .7 91,557 lé;§>§, 2,488 0.4 393,910 72.4 543,497
Manufacturing.. 33,650 8,880 0.7 804,282 59.6 1,348,245
Construction .. 1,258 2.2 . .8 447 0.8 19,937 24.1 58,419
Transport and communications 10,875 13. & 498 43.4 1,903 2.3 9,845 12.0 81,887
Commerce 4,715 O3 184,461 30.4 4,711 0.7 384,549 63.5 605,164
Banking and insurance 21,2& .3 155,581 24.3 4,434 0.6 332,790 52.2 636,850
Others @ 9 2.3 220,330 37.8 13,348 2.3 182,862 31.4 582,516
Total .. 102,611 1.9 1,192,083 22.5 52,402 1.0 3,207,889 60.7 5,288,978

1. The total includes share capital ownership by Federal and State Governments and Statutory Bodies and
other Malaysian residents (individuals and Nominee and locally controlled companies), amounting to

about $734 million.

(Source:

Mid-term Review, Second Malaysia Plan 1971-75:83)

In this Table, the racial shares in each sector exclude these two groups.

_..6 L=



Pable 2.4

Malay Participarion ia wWholesale and Ketail Trade

1970 - 72
No.of Establishment Total versons lngaged Value of Turnover
Sector/Cwnersnip 1270 1972 1970 1972
1970 1972 Number [y Number \ $'000° t $'000°
I
{a) Wholesaling
Malaysilan
Malay 108 170 J44 1.9 yoY 1.4 n.a n.a 55.1
Chincse 5,239 S, 489 31,861 61.9 37,127 63.2 3,876.5
Indian 264 286 1,470 2.9 1,636 2.8 188.5
other 23 34 378 0.6 433 0.7 40.1
Non-Malaysian 798 941 14,764 28.7 16,034 27.3 -
N.E.C.&Stateless 181 125 2,037 4.0 2,680 4.6 2,884.1
TOTAL (a) 6,673 ' 7,036 51,434 100 58,717 7,044.3
(b} Retaxling
Malaysian:
Malay 3,311 4,745 6,129 8.2 10.4 n.a n.a 80.1
Chincse 14,957 19,547 56,113 74.7 89006 735 7.14.3
Indian 2,142 2,350 5,803 7. ,490 4.2 146.7
Other * 98 49 478 .6 191 0.4 3.9
Non-Malaysiun 573 523 4, 360® 4,370 S.4 -
N.E.C. & Stateless 340 284 3.'&)\\2.9 1,631 2.1 319.1
N
K »
TOTAL (b) 25,421 27,628 ,083  100.0 78,866 100.0 2,264.1

TOTAL (a) + (b) 32,094 3 ')@ (1) As end of the ycear

(Source: Distributive Trade Survey 1970 and 1972, Department of Statistics,
Malaysia, from STRGFU, 1975:57)



b)

d)

e)

for 10.87% of the total of 32,094 establishments,
compared with the Chinese, who accounted for 75.47
and numbered 24,196.

The distribution of Malay owned establishment

was biased towards the retail trade reaching

95.1% (3,31l1) in 1970, and 96.5% (4,745) in 1972.
In terms of size, the bumiputra-owned

retail establishments tended to be comparatively
small. For example, in 1972 the total turnover
value of bumiputra—owned establishments in the
retail trade ims $80.1 million whi?:counted for
only 3.6% of the turnover val e retail sector.
The average turnover value o iputra retail
establishment amounted ut $16,000 in 1972,
compared with $87,33Q152r the Chinese.
Bumiputra-ownec Lf\sb ishments in the wholesale
trade were al mall. For example, in 1972 Malay
wholesalé‘\&rﬂblishments had an average turnover
value out $323,900 compared with $707,400

in th® case of the Chinese, or, $2.7 million in

the case of foreign owned establishments.

Not only were the establishments owned by the Malays
small, but the number of participants was also low.
For example, in 1972 a total of 8,983 Malays were
engaged in both wholesale and retail trade compared

with 95,135 Chinese, and 8,120 Indians.



In addition to the above, 1 Task Force set up in 1975 by the
Prime Minister's department to report on bumiputra participation
in business and industry, mentioned the following facts regarding

bumipuira retail and wvholesale establishments:

a) Bumiputra retail establishments were largely
concentrated in two major lines, namely provisions
and fruit/vepgcetables, and those two accounted
for 577 of total Malay retail business.

b) Bumiputra wholesale establishments were also found
to be concentrated in a few lines of business.

For example, in 1972 out of 41 _ty of wholesale
business covered by the surve% of bumiputra
wholesale establishment involved in only

. six wholesale products, ely meat/poultry,

rice/other graing I rs, clothing/textiles,

books/stationer mber/tlmber, and building

materials/ puilNder's hardware.
In their 159 ge» report the Task Force (SERGPU, 1975) summarised
Malay participation in industries and the distributive trade as

follows:

a) The level of bumiputra participation in most areas
of business was still very low;

b) Bumiputra business ventures tended to be relatively
small scale;

¢) There was a concentration of bumiputra participation

in a few lines of business, where entry was casier



and required less capital outlay or skills;
d) There was very poor representation of bumiputras
in the service trade;
¢) Bumiputra participation in new industries was
generally lacking;
f) In terms of their labour contribution, the
bumiputra sharc of the revenue was much less,
indicating their lack of managerial and technical
skills.
(SERGPU, 1975:36-37)
Further details regarding the nature of bumi a participation in
business and industry for Peninsular MalQQ, particularly those
related to the manufacturing and const ion section are shown in

I .

Appendix 5 and 6 respectively. ra participation in business

”

and industry has also been fau iscussed by for example, the

Abdul Rahim Said (1974),

&« rce (SERGPU, 1975) and Mohd.

Fauzi Yaakub (1978). T

made by the bumipui%liﬁn business and industry before and after

the launching, ofR\t New Economic Policy.

2.5 summarizes the progress

The above information regarding bumiputra participation in business
and industry for Peninsular Malaysia, may now be compared with

those in the Malaysian State of Kelantan (see map on page iv).

FEconomic Activities and Historical Accounts of Kelantan

Kelantan with a population of 686,266 (1970) comprises 937 Malays.
It is the second largest Malay state led only by Johore (population
692,525: 1970). It is divided into eight administrative districts:

Kota Bharu (the statce capital), Pasir Mas, Tumpat, Tanah Merah,



Table 2.5

Malay Participation in Business and Industry Before and After the Launching of the

New Economic Policy

Business/industry 1970 1972 197?\ 1974 1975 1976
Retail business 21,762 28,99 ?\a 52,700
Distributive business 45 13
i
Contractors. . 4,331 N
Q\\ i
Contractors \
Class A, B, C 142
Lorry transports 249 $ 3,234
Registered companies 104&' 3,621

1 , ,
Notes: No information.

(Source: Mohd, Fauzi Yaakub,

1978:83, translated into English by the author)




Machang, Kuala Krai,achok,asir Puteh{map p.iv). The non-Malays
only 7% of the population. The Kelantanese, as the people are
called, are according to Manning Nash (1974: 243) overwhelmingly
rural and the population who live in kampongs (villages) are
predominantly engaged in agriculture. Traditionally, the
Kelantanese were padi (rice) planters, but rubber was introduced

at the end of the last century during British rule.

Historical accounts of Kelantan indicate that the population was

*

actively involved in trade. For example, ic Robert (1974) in

an MA thesis on Kelantan 1890-1939 men the exports of

Kelantan to be coconuts, copra, catt ice, leather, arecanuts,

salted fish, rubber and damar, dndmported cotton products, dyed

cottons, tobacco, salt,smqyﬂ\lfgrosene and silk.
0\\

In more contemporary & €ems F.F. Laidlaw (1953:13) noted trade in

the state capital?\&:ba Bharu, as follows:

1 found the shopping centre of the town fascinating.
There one could see beautiful locally-made sarungs,
along with imported cotton and silk cloths, generally,
unfortunately, markedly inferior in colour and texture;
native sweetmeats; tin and brassware from Brunei,
Trengganu and Birmingham; Japanese and Chinese tools
and knives; gold ornaments locally made, sireh boxes,
fruits and poultry. The traders were of wide origins,
Malays, Chinese, Arabs, Indians.

Such historical evidence regarding the economic activities of the
Malays is not surprising because thereexisted a Malay commercial
world whiclhi dated back to the last millennium BC. The Malays had

a trading class, but not any more in present day terms. Kenneth

form
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Hall (1980) cited four geographic zones said to be the focus of

the Malay commercial world. These are listed below in chronclogical

order

a) the upper Malay Peninsular during the last
millennium B.C.;

b) the Java region in the second and third century A.D.;

c) the Straits of Malacca to the height of the
Srivijayan empire in the llth century;

d) the Bay of Bengal encompassing the mainland political
systems and the former Srivijayan ins in the

upper Malay Peninsular and th hern and Western

Coasts of Sumatra. ? ’
Similar evidence regardin@ commercial activities has also
.

been reported by Al-Att 77). They all indicate that the

Malays had a commercia. story contrary to popular beliefs that

the Malays had n®$7 tradition.

However, according to Hall (1980:20):

Only with the coming of the Europeans in the sixteenth
century was there direct penetration of foreign merchants
into the Malay hinterland. Previous to that age, Malay
society had successfully responded to the potential of
foreign trade and capably assumed the role of middlemen
in meeting the demands for goods and services coming

from the international maritime traders.

Locally in Malaysia, the Kelantanese are noted for their business
acumen and industriousness compared to their counterparts in the

other states of Malaysia. According to Charlesworth (1974),
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2.4.

Kelantan has the greatest number of bumiputra businesses followed
by the Malaysian states of Trengganu, Selangor, and Johore,

respectively.

Bumiputra Participation in Business and Industry

in the Malaysian State of Kelantan

The following discussion on bumiputra participation in

business and industry in the State of Kelantan is based on a report
made by the Malaysian Centre for Development Studies (MCDS) in
1976. The study included 506 businesspersons and covered 26 kinds
of businesses. Owing to paucity, often the absence of records,

the MCDS (1976) acknowledged that their

(o]

ation may not be
very reliable or accurate, although ipeisNindicative of the general
trend. In fact a large number of businesses especially in the

rural areas were not registered. extended summary of the MCDS
oiilr_

(1976) report which covere%

participation in busi industry in Kelantan and presented in

main areas regarding bumiputra

the following sectgod is *supplemented by appropriate tables for

detailed infor %

Number of Bumiputras in Business and Industry in Kelantan

The MCDS report (1976:15) found the total number of bumiputra
businesses in Kelantan, including rural areas to be 7,000. How-
ever, the figures for 1975 as indicated by the number of business
licences and permits issued by eight town council districts in

Kelantan totalled 3,595. The figures are shown in Table 2.6.

As shown in Table 2.6 cven in a predominantly Malay state the

number of business permits and licences issued to non-Malays



exceeded the Malay aumber, being 1,634 for Malays and 1,953 for
non-Malays. In relatively new areas where massive developments
were taking place, such as the towns of Kuala Krai and Machang,
the number of business permits and licences issued to the non-
Malays outnumbered those of the Malays. In Kuala Kraili permits

and licences for non-Malays have almost doubled.

Table 2.6

Business Permits and Licences Issued by Town

Council Authorities in Xelauntan

Town Council Authorities Malays Chinese idns Others Total
1. Kota Bharu 132t 1,10 121 3 2,371
2. Bachok 28 1 - - 40
.

3. Machang 55\&674' 3 - 125
4, Tanah Merah 7 \ 74 10 - 155
5. Tumpat \b 9 89 17 - 145
6. Kuala Krai @ 146 242. 3 5 396
7. Pasir Puteh % 46 86 2 - 134
8. Pasir Mas 117 112 - - 229

TOTAL 1,634 1,797 156 8 3,595

+ does not include trishaws

(Source: MCDS, 1976:13 translated into English by the author)
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2.4.2 Racial Composition of the Population in Business and Industry

2.

4.

3

in Kelantan

The figures concerning the racial composition in business and
industry in Kelantan shown in Table 2.7 were obtained from eight
town council districts. The table shows that only in four of the
town council disetricts did bumiputra participation in business and
industry exceed non-bumiputra participation. They include Machang
(65.2%), Pasir Mas (51.097%), Bachok (70%), Kota Bharu (49.5%).
This is not satisfactory as the MCDS (1976:16) found the number of
bumiputras or their preperties in all districts exceeded those of
the non-bumiputras. In fact in the state %of Kota Bharu

the bumiputragowned 84.27% of the deve properties compared to

the Chinese ownership of 13.27%.

0‘\l:.
. ~\§
Bumiputra Participation i of Business and Industry

in Kelantan

Data relating t Hﬁi}putra participation in business and industries
in Kelantan ac@rding to types and districts are shown in Appendix
7. 1t will be found that the bumiputras were concentrated in

small businesses and industries requiring small capital layout

and limited sales and market, but requiring less experience and

skills (MCDS, 1976:15).

The MCDS report (1976: 17-18) further pointed out that of 34
industries which required the use of machinery, the bumiputras
were involved in only eight. And only in the following
businesses and industries did the bumiputras achieve a 50% or

sreater level of participation:



Table 2.7

Percentage of Bumiputras and Others in

Business and Industry in Eight Town Council

Districts in Kelantan, 1972 - 1975.

4 Malays % Chinesc

% Indians

Year Year

Year

72 73 74/75 72 73 74/75

72 73 74/75

Kota Bharu 23.9 24.9 49.5 66.3 65.8 47.3

I3

9.9 9.2 3.16

Machang

64.0 64.2 65.23 34.5 34.2 33 1.5 1.5 0.93
P

Tumpat

25.0 24.8 26.89 63.9 64. %.3

11.1 10.6 11.9

Bachok

58.3 58.3 70 41.7 / 30

d
2
Tanah Merah Gbh. 4 444 45.3\?\* 52.0  47.7
A Y

N\

3.6 3.6 6.45

\

Kuala Krai 36.55 36.55 ™~ 61.29 61.29 61.1

'l |

2.15 2.15 2.02

Pasir Puteh 34 %t 34.32 - - 64.17

- - 1.49

Pasir Mas

51.09 $1.09 51.0938.92 38.92 -

11.09 11.09 -

(Source:

MCDS, 1976:17, translated into English by the author)



Business Percentage of Bumiputra

Classification Participation
a) dhobi 53.0
b) retailing 46.7
¢) Dbarbers 46.2
d) roadside stalls 76.3
¢)  hawkers S4 .42
fy 1ice factory 66.6
g) rice-milling 50.0
h) rice-stalls 100.0
i) brick making 50.0
j) saw-milling 60.0
k) printing 66.6
1) batik-making 80.9

v

The tendency of Kelantan bumiputrasto coneéntrate in a few

businesses requiring small capital and which provided

easy excess seems to support the 1l trend reported by the

4
%\E
2.4.4 Capital Ownership of t@putra Business and Industry

in Kelantan \ |

Definite figu garding capital ownership of the bumiputras in

Task Force (SERGPU, 1975).

business and industry in Kelantan were not available. However,
the MCDS (1976:20) estimated and reported that 56% of the bumi-
putras in their sample had a capital of $5,000 and below. They
also found that only 14.6% of 506 bumiputras in their study managed

to obtain loans from the government.

According to Table 2.8, in the five~year period of 1970-1975, both
the commercial banks and public institutions loaned a total of

522,506,012 to the bumiputras in Kelantan. Of these figures only



Table 2.8

Sources of Business Loans Obtained by Bumiputras

in Kelantan 1970 -~ 1975

Sources of loans No. of applicants N%Eccessful Total wvalue of loans

ants
k\‘
+ -
Commercial banks 1,497 $ 1,002 T §11,037,912
.§E N
& & NN
0\ =
MIDF 67 \ 37 $ 911,300
¢
MARA Q\ss@b, 2,535 $10,556,800
TOTAL 7,114 3,574 $22,506,012
Based on information given by the following banks in Kelantan: (Source: Adapted from MCDS, 1976,
) table XXI1:37, translated into
L. Malayan Banking English by the author)
2. United Malayan Banking & y
3. Chartered Bank
4, Chung Khiaw Bank
5. Hong Kong and Shanghai Banking Corporation



Table 2.

9

Occupational Pattern of Bumiputras in Business and Industry in Kelantan

[
% Bumiputra % Chinese % Indian % Others
[vategories .
bumi putra jnon-bumi putra |bumi putra|non-bumiputra|bumi putrajnon-bumiputra| bumiputra| non-bumiputra
‘ firms firms firms firms firms firms firms firms
“anagement 94.5 24,8 5.5 69.0 - 6.2 - -
%Technical and clerical 94 .4 62.4 4,2 26.4 o4 11.0 - -
| A
1
} N
‘Labourers 92.0 80.7 2,1 |4. 5.9 15.1 - - !
L 4
| Average total | 93.6 55.9 .9 33,2 3.6 10.7 - -
| A | |

+ Information based on 44 bumiputra firms and 92 non-bumiputra firms

+t+ Included directors as well as managers

(Source: MCDS, 1976:

Appendix XI, translated into English by the author)



about 50% or 3,374 of the loan applicants succeeded in getting the
loans and the number did not preclude those who had their loans
repeated over the five-year period. The point is that even using
an indirect method of arriving at the level of capital ownership
among the bumiputras in Kelantan, the sum of $22.5 million must
be small compared to the total share capital invested in the whole
state of Kelantan. And because most of the bumiputras were poor
by comparison, the share capital they themselves provided could

not have been much (MCDS, 1976).

Occupational Pattern of the Bumiputras in siness and Industry

in Kelantan

According to Table 2.9 the level ofjeliployment among the bumiputras
in business and industries ln Ke an, at all levels of employ~-
ment, is satisfactory. ’ for the non-bumiputra companies
the percentage of bumipu Xpartlcu)atlon at the management level

was still small at 2%4.8% while at the technical and unskilled
levels the figur%k

From the foregoing it would appear that, with respect to bumiputra

Table 2.9 show 62.4% and 80.7% respectively.

participation in business and industry, the Kelantan state reflects
what is happening in Peninsular Malaysia. Indeed, in view of the
high concentration of Malays in Kelantan, their level of partici-
pation in business and industry may be considered to be lower

than the data produced for the country as a whole. 1In this res-
pect , the claim that the bumiputras in Kelantan were the

'Chinese of Malaysia' is more likely to be false. The fact seems

to be that the bumiputras at both the national and state levels




were involved in very small businesses, with little capital and
sales, and covering narrow and limited markets. They also tend
to concentrate on a few traditional industries which provide easy
access. These tend to require less experience and few skills

and therefore, provide very poor returns.

Further, the available data indicate that although in quantitative
terms there has been an increase in the number of bumiputras in
business and industry for the whole of Peninsular Malaysia as
shown earlier in Table 2.5, the quality of their participation was

»

well below expectations. 1In this respect, data demonstrate

that efforts made by the Malaysian gov@gt to promote bumiputra
entrepreneurship have so far met §i%tle success. Some of the

reasons for this may be found i following chapter where the

problems the bumiputras facg@ they attempt to enter business

N\
and industry are discu e\\

ol
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CHAPTER 3

BUMIPUTRA ENTRY INTO BUSINESS AND INDUSTRY

Information in chapter two shows that in spite of the Malaysian govern-
ment effort to increase bumiputra participation in business and industry,
the achievement level has been rather unsatisfactory. Although much

has yet to be understood regarding bumiputra entrepreneurship, a number
of factors, identified as both cultural and non-cultural including

those related to colonialism, have thwarted bumiputra entry into business
and industry. It is the main aim of this chapter to clarify some of
these factors, as well as to review previous stu@y regarding bumiputra

entrepreneurship, in a further attempt to u @ d the problems of

bumiputra performance and entry in busines industry.

3.1 Fundamental Problems Regardi umiputra Entry into

.
Business and Industry \

It was mentioned gallie that ever since the issue of economic

development a r@

uninterrupte 10w of writings, speeches, newspaper articles,

bumiputras was broached, there was an

seminars and debates, all of which had as their central concern,
the issue of bumiputra involvement in the modern sector of the
economy i.e. business and industry. Out of the voluminous
literature (e.g. Wilder, 1968; Parkinson, 1968; Abdul Rahim Said,
1974; Abdul Aziz Mahmud, 1976; Tham Seong Chee, 1977; Syed
Husein Al-Attas, 1977; Syed Hu;in Ali, 1979). R.S. Milne
(1976:242) has best summarised the fundamental problems of the

bumiputras. He wrote:
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The obstacles in the way of achieving the NEP's
economic targets...derive largely from the value
systems of the Malays, their lack of education
in the '"modern' subjects, their small experience
in general and of specific know-how, as well as
from impediments in the environment: lack of
premises or of credit, lack of business contacts,
connections and suppliers.

The cultural and non-cultural factors described by Milne
(1976:242) need further elaboration however, if the difficulties
of the bumiputras are to be understood. Some of them, including

the possible effects of colonialism are, discussed in the

following.

Cultural Factors Affecting Bumiputra @.gnd Participation

in Business and Industry v
A number of researchers haye a$tl1at cultural factors
o‘\E;_
arising from Malay cultu?\ét& ritage, especially Malay attitudes,

values, and the eff olonialism may have caused some of

the problems assgcfiated with bumiputra entry into business and
industry. A 4%%}{ of studies have tried to focus on some of
these probléms (e.g. Charlesworth, 1974; Swift, 1963; Firth,
1966; Popenoe, 1970; Afifuddin Hj. Omar, 1973; Al-Attas, 1977;
Syed Husin Ali, 1979); but none could actually pinpoint them
exactly. Some of them however, have been selected for
discussion in the following section to illustrate the problems
arising from Malay attitudes and beliefs,beginning with an

observation made by Swift (1965:169-170):

The most important way in which the character of
Malay society affects the economy is the field of
values and attitudes. This cannot be treated as
an impact of 'society' on the economy, for these
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attitudes colour the social system throughout

and cannot be identified with any specific area,
as can the process of concentration of wealth
with the economy. Value-attitudes such as
fatalism, the short run orientation, the
reluctance to alter an arrangement which is
satisfactorily meeting minimum consumption

needs, the contingent character of economic
bargains, together with the factors which

impede organisations such as the lack of legitimate
leadership roles within the village, are of great
importance in understanding the people's economic
activity; above all its lack of dynamism and
weakness in the face of outside competition.

Popenoe (1970), in a doctoral thesis entitled Malay Entrepreneurs:

An analysis of the social backgrounds, careers and attitudes of

the leading businessmen in West Malaysia,‘i,q.citing evidence

from, for example, Tjoa(1963), Swift( Djamour(1965),

Wilson (1967), and from his ow ws, failed to report any
positive influence Malay attit nd values may have had on the
development of Malay entre rshlp. Popenoe's review covers

Malay attitudes toward 3\% d-rearing, work and leisure, wealth,
and work relationship$,™ For example, on child-rearing, Popenoe
(1970:240) menti that self-reliance and need to achieve were
not instilled @18 children in the typical Malay family; and
the concept of malu (shame) seems to direct the Malays into

unproductive pursuits required by adat (customs). Even the

word 'richman' is derogatory, and may not be necessarily envied.

More recently, Charlesworth (1974:14) describes the attitude and
value system held by many Malay businessmen in Malay society as
being in sharp contrast to the business ethic and value system
existing in the modern business Qorld. He observes that in the
Malay social structure economic security is extremely important:

change and innovation are not. In Malay society, a man's income



is based not so much on his own ability but on the concept of
"rezeki', i.e. the idea that one's economic success or failure
is only in part one's responsibility and that for the most part
what is to be achieved will only come about through fate. Hence,
attempts to improve one's well-being are often regarded

indifferently and fatalistically.

Charlesworth's study (1974) stems from the thesis that the

bumiputras in the business world experience considerable role

conflict between their social and economic roles and that this

conflict impedes development of their entrgpreneurial potential.

He explains that the conflict arises f lay attitudes and

values versus the norms of the busi orld which, according

to Talcott Parsons (1949:405-425), characterized by achieve-

ment nporms, universalism a pecPficity. In contrast, developing
.

societies are characteri%\ ascriptive norms, particularism,

and diffusiveness. is an example of role conflict given

by Charlesworth %:l ).

A typi%xample is the businessman who must play

the role of boss in the professional situation and
the role of a friend to the same person in a similar
situation on the golf course or tennis court.

Malay economic and social behaviour is also governed by the
presence of psychological feudalism identified by Al-Attas
(1972:100). This is differentiated from its previous political,
economic and judicial order of which those phenomena were the
constituent psychological elements. Although he acknowledged

that since the beginning of modernization during the 19th century,

the institutional and judicial system of feudalism in Malaysia




has gradually disappeared , Al-Attas felt that the psychological
traits remain. He believed that it is these traits that

constitute psychological feudalism which he described as follows:

a) In the context of psychological feudalism, the
relationship between those in power and those
dependent on them is characterized by personal
attachment to the leader or man in authority
rather than to the principles he stands for.

b) The leader or the man in authority, whether he
is a bureauc;at, a political celebrity, a teacher
or é business manager, expect hé&f subordinate
to be loyal and faithful imga nner that sometimes

comes into conflict with norms and ethics of

*  the work or professign.
0‘\1}.
c) He (the subordiﬂ\& is supposed to be loyal under
almost all @ir stances even if these circumstances

violate ¢thfe present values and philosophy of

Malays ociety.

Malay attitudes and beliefs arising from feudalism have also
affected Malay occupational preferences, especially among the
educated Malay class. ''Initially the British in Malaysia
absorbed the rulers and the aristocracy into the civil service,
strengthened their position and privileges, and guaranteed
their continuation and consolidation as it had never been in
their past history. The absorption of the rulers and the
aristocracy into the government service has made that service

a place where two mutually reinforcing status systems met.



Hence the prestige accorded to government service is enormous.
Economically and socially the civil service provides the only
opportunity for comfortable life and rapid upward mobility for

the aspiring educated Malays' (Al-Attas, 1968:149-150).

According to Al-Attas (1972), the persistence of feudalism in
Malay society also explains why Malays prefer to join the pres-
tigious government civil service associated with aristocracy,
rather than occupational gradings such as business. This finding
is based on the occupational gradings of university students in

*

Malaysia which closely resemble the occupagdonal gradings in
J;.

feudal times. A comparison between tf@ s given in Figure
3.1. ?s

One of the principal concepgs which governs business in Malay
society is malu which l"r§\ly translated means shame, shyness
or embarrassment. 1 s of social and economic behaviour
Wilson (1967: l30\4§;} translates malu into "being correct, show-
ing considera 'gZDth concern, anticipating the other, conducting
oneself with“gentleness and refinement, speaking softly and using
the proper word, and above all, being sensitive to the other
person'. Unlike the Malays, normative behaviour does not apply

to the Chinese. '"The Chinese almost always escape any social
disabproval, rejection or ostracism for many behavioural infringe-—
ment on the basis that he is an orang asing (foreigner)'.
(Afifuddin Haji Omar, 1973:24). Such sensitivity was according
to Afifuddin Haji Omar the principal reason most Malay shopkeepers
fail in their business. The idea that expectations and obliga-
tions of a human relationship can be governed by a contract

which is imperscnal, is alien to the Malay concept of malu.
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Figure 3.1

The Grading of Occupational Prestige in Malaysia

Feudal Times

—
.

The rulers

2. The aristocracy

3. The chiefs and the ministers (mentri)

4. The warriors

5. Wealthy independent farmers or merchants

6. The pawang and bomohs (medicine men, shamans and healers)
7. The court entertainers

8. Artisans

9. Peasants and fishermen v
10. Prostitutes Q

1

Slaves of commoners

(Source: Al-Attas, 1972:96) @
N

[ —

.
Present Times (1966)

Highest Lowest
Sultans $ Trishaw pedallers
The P 'r@inister Nightsoil carriers

Prostitutes

Mentri besars

1.

2.

3. Cabinet Ministers
4. Brothel keepers
5.

Permanent Secretaries
to Ministers

Beggars

SN N

Petty thieves
6. Head of Government
Departments

(Source: Al-Attas, 1972:90)
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Malay attitudes towards money are reflected in a study by Lee Hock Lock
(1967). As shown in Table 3.1, Lee Hock Lock found that only 4.0% of
the Malays saved for the purpose of business expansion compared to
18.7% for the Chinese. 1In contrast, 117 of the Malays saved towards
religious and marriage purposes compared to 1.1% for the Chinese.

In fact the Malays were more disposed towards consumption of goods

such as the purchase of motorcars, television, refrigerators, and

sewing machines (Kamarul Ariffin, 1978:14).

Table 3.1
Motives for Savings by Racial Group?
Motive for Saving Malays Chinese ) ans Otherg All races
(as percen of households in group)

1. To buy a house, a car,

other necessities 18.2 30.8 21.3
2. To provide for old age 48.1 43.6 39.7
3. For precautions

against uncertainty 33.6 51.3 39.1
4. For children's e %ﬂn 36.8 42.9 37.7  31.3 39.3
5. To promote busifess 4.0 18.7 9.6 5.1 11.2
6. For daughter's dowry 2.6 0.4 6.8 - 2.7
7. For social or

religious ceremony 8.4 0.7 4.0 5.1 4.2
8. Other reasons 5.9 6.9 8.3 12.8 7.1

Total number of

households in group 454 539 324 39 1,356

(Source: Lee Hock Lock, 1967)



However, Malay attitudes and values are not altogether as described

in the above. Without empirical studies, even Popenoe (1970) acknow-
ledged that much of what he rcported was based on hearsay and may be
typical of only a small group of Malays. 1In Malay society Tham Seong

Chee (1977:9) said:

...there are sayings, maxims, and proverbs that
encourage adaptiveness; initial sacrifice for a
future gain; industry; self reliance; thrift,
awareness of taking first steps in any enterprise,
and an appreciation of time.

But they do not seem to be dominant themes in the realm of traditional

Malay values, though not known. Some examples iven below.

Tinggi disigai, besar di teb ?

(If high it is climbed, i1 it is felled)

Lekuk batu dititik air, sglal

(Even the stonc will ‘he lowed if water
continuously drips Q\X

Kalau hendak ka ikit-dikitlah

(Be frugal, if yow wish to be wealthy)

Harap pada *, buta sa-belah,
Harap pa ‘zgphg lain, buta mata dua belah
(To depe one's own child is to be blind in one eye,

To depe on others is to be blind in both eyes)

{Source: Tham Seong Chee, 1977:23)

As part of the Malay cultural heritage, the effects of colonial policies
upon the development of bumiputra entrepreneurship cannot, however, be
over—-emphasized. Although colonial policies and neglect have also had
their fair share of the blame for Malay backwardness, their role
probably served to reinforce existing Malay values and attitudes rather
than to initiate changes. Beginning with the Portuguese in the 11lth

century and followed by the Dutch in the 17th and 18th centuries, the
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rise of the commercial coastal states in the Malay archipelago was
systematically arrested (Al-Attas, 1977:198). Later, in the 19th
century, British policy in Malaya, which was regarded as enlightened
and humanitarian, ended up by denying to the Malays many of the fruits
of development (Popenoe, 1970:32). For example, in 1913 British fear
that Malays would sell their land, and therefore would lose altogether
that which was necessary for them to maintain their traditional lives,
or shift from rice cultivation to rubber cultivation, which threatened
growing shortages of rice, resulted in legislation prohibiting the
selling of land or use of rice lands for anything but growing rice.

According to Popenoe (1970:138) the law did have ghe effect of preserving

Malay patrimony but it has to this day reduc eyvalue of Malay lands
and made it difficult for them to be used capital for any new types
of enterprise. In fact as far as thigpa knows, lands under Malay

reservation dre not acceptable as*r{]at rals by non-Malay owned banks,

.
and when they are acceptable }ﬁ%\ue is low. The effect of the

legislation just described 3 en accurately described by Roff
(1967:114): \l
The effe in general of these policies and practices

was to reduce the impact and rate of socio-economic
change at the village level and substantially to

prevent any serious disorganisation of rural Malay

life. At the same time, however, they act to isolate

the Malay from socio-economic and social stimuli which
might, with other forms of guidance and help, have done
more to assist peasant society toward a gradual evolution
of social structure and new patterns of living more in
keeping with the demands of the modern world.

Large scale Chinese and Indian immigration into Malaysia in the 19th
century was also the direct outcome of colonialism, in particular
the British. Without the Chinese and the Indians, their commercial

roles might have been filled {even if slowlyl, by the native Malays.
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A fuller account of this is available in, for example, Popenoce (1970)

and Al-Attas (1977).

Al-Attas (1977) further believed that the colonialists have been
instrumental in formulating the image of the lazy native, where the
Malays are believed to be lazy by nature and not endowed with the
capacity to do business. In view of this, Al-Attas (1977) felt that
current prejudices towards the Malays must be corrected. Al-Attas

(1977:17) said:

There is a pressing need to correct the colonial
image of the Malays, for this image ill exerts
a strong influence amongst an inf eSE?Ei section
of non-Malays, and it has also i enced a
section of the Malay intellig ...I1t has led
to certain discriminatory prac in the

employment of the Malays - ber of employers
have avoided Malays becau y believe them

to be lazy.
N

A proper discussion on the,c al factors would almost certainly

be very lengthy, and i eyond the scope of this thesis. Yet the

preceding discussiqn (s gly suggests that attempts to increase

bumiputra participdtidn in business and industry cannot afford to
neglect the cultural factors in the design of any programme concerned
with the modernization of the bumiputras. Other explanations regarding

bumiputra entry into business and industry can be derived from the

non—-cultural factors.
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Non-Cultural Factors Affecting Bumiputra Entry and

Participation in Business and Industry

Recent studies regarding bumiputra entry and participation

in business and industry have also looked at the non-cultural
factors to explain their shortcomings (e.g. Nik Abdul Rashid
lsmail, 1972; SERGPU, 1975; Supngaton, 1975; Sahariah Md.
Rashid, 1975; Abdul Rahman bin Hj. Mohd. Ali, 1975; Rosidah
bt. Abdul Kadir Jalani, 1975; Abdul Rashid bin Mohd. Dahalan,
1975; MCDS, 1970; SERU, 1979; Nik Abdul Rashid Ismail, et al,
1980; SERU, 1981). Apart from a few empirical studies, most
of the research reporged consists of grad exercises in
fulfilment of an honours requirement 241 universities in
Malaysia. However, the Task Forc %PU, 1975), whose findings
regarding the nature of bumiput ticipation in business and
indusgry were presented eaf!*&s, has also attempted to look at
the economic and manag ta%aspect. Specifically, the Task

Force reported that t alays were faced with the following:

a) weak <22:Eial resources and a low level of savings;

b) an acdute shortage in the supply of trained
bumiputra managers;

c¢) an absence of professional guidance and counselling
in areas outside the administrative centres, and
poor nationwide campaigns to promote bumiputra entry
into business;

d) restricted access to loan facilities and commercial
premises, especially among small businesses and
petty traders;

e) sole reliance on the government to promote
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bumiputra participation in business and

industry, neglecting the role of the private sector.

With regard to (a), it was found that the current level of non-
Malay savings, shown in Table 3.2, was about four times higher
than the Malay, but the level of non-Malay saving in commercial
banks in particular was more than ten times that of the Malay.
Such financial resources would, in the opinion of the Task Force,
limit both the rate of Malay entry as well as the expansion of

Malay businesses.

Table 3.2 ?\

Aggregate Malay Savings in Selected ing Institutions

|

-
Institutions Malays Non-Malays
. ‘\\t y y

1. Employment Provident Fu $1,255,712,029.00 $2,642,385,441.05
(1975)

2. Deposits in Commer@%ﬂ'&nks $ 411,081,000.00 $4,113,172,000.00

3. Deposits in bowr

o

companies (1975 $ 22,053,000.00 $ 904,544,000.00
4. Post Office Savings Bank
(1973) $ 179,759,114.39 $ 179,021,331.80
5. Lembaga Urusan dan Tabung
Haji (Pilgrimage's Board) $ 75,391,586.00 -
TOTAL $1,943,996,729.00 $7,839,122,772.85

(Source: SERGPU, 1975:23)
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With regard to (b), Table 3.3 shows that the Malays accounted
for only 114 of the total number in the managerial and
professional group. The Chinesce accounted for 88.4%
correspondingly. Similar disparities between Malays and

Chinese is seen in the construction industry which is also shown
in Table 3.3. For example, the Malays accounted for 10% of the
employees in the managerial and professional group compared to
73.77% in the case of the Chinese. A significant shortage is
also noted in the number of working Malay proprietors and

partners in both industries (SERGPU, 1975).

The MCDS (1976) study in Kelantan has b nQore specific in
identifying the problems faced by t bGmiputras, The study

classifies:

.
a) problems arisi %ureaucracy including

access to offi \s and poor government planning

towards'b]sin 5s and industry;

b) prob e@ ising from the system itself including
thege Pelated to capital, business location,
marketing, raw materials and transport;

c¢) problems due to the entrepreneurs themselves such
as failure to organize and limited experience,

knowledge and skills.

The main problem, according to the MCDS study is the fact that
apart from capital the bumiputra entrepreneurs were themselves
largely unaware of their own business problems. For example,

they did not consider that supplies (66.21%), management (85.97%),
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marketing (75.50%), labour/manpower (81.03%) and red-tape/
government regulations (97.5%) could constitute problem areas
(MCDS, 1976:51-52). The prevalence of such attitudes was also
reflected in a study by Aminudin Sulaiman et al. (1977) regarding
the training needs of potential investors in the Malaysian state
of Pahang. They reported that only 30% of the total respondents
indicated an interest in the area of business management
training. Of these 207 were interested in book-keeping and
accounting, and only 87 in sales and 47 in personnel matters.

Accordingly, Aminudin Sulaiman et al. (p.129) said:

Our findings indicated that the piEra sample
as a whole did not express keen inferést in
business training even if offe ee.

In a dtudy where (:omparisg'$etween Chinese and Malay
businessmen were made, m@ ziz Mahmud (1977) found that more
Malay than Chinese busd smen faced problems regarding capital/
credit, supplies’ﬁ&sgliers, and more Malays spoke of '"no problem"
in their busi e@. The Chinese businessmen also reported more
management re&lated problems such as labour/staff and bureaucracy
compared to the Malay businessmen. Again the results generally
showed that the Chinese were more conscious of management than
their Malay counterparts, implying ;hat the Malay concept of

business has yet to broaden.

The study by Abdul Aziz Mahqu (1977:189) also showed that the
Malay entrepreneurs faced the following business problems listed
in their order of importance: capital/credit, competition/saleS,

slow payments on sales, supplies/supplier, labour/staff,



difficulties with government, and finally, lack of experience.
SERU (1981), in a study on 'Youths in Business' found similar
kinds of problems, where the lack of working capital topped the

list of business problems.

Ultimately, no matter what help they receive, it is the quality

of the bumiputra themselves that determine their level of entry

and participation in business and industry. In this respect

their personal and business background can either: positively or
adversely affect their business performance. Although data on

the personal and business characteristics of bumiputra entrepreneurs
are scarce, the available studies are indio%e of the quality

of those who are alrcady in business an@findustry. These are

reviewed below.

The Personal and Business Cteristics of the Bumiputras

in Business and Industry' \

In a nation wide sw, Charlesworth (1974:32-34) reported the
following stat gzgg(nlbumiputra entrepreneurs for Peninsular

Malaysia:

a) the median age of starting business was 30 years,
with age 20 years as an almost popular age for
beginning business;

b) 827% of the entrepreneurs were married and had an
average dependent of ‘3.5;

c) 50% had attended primary school, 15% lower secondary
and 14% upper secondary; their standards of education

were generally low;



d) 45% of the entreprencurs had fathers who were
farmers, and 217% had fathers who were in business;

e) 587% of the entrepreneurs were venturing for the
first time into the business world, with 187 saying
they had no choice but to be in business;

f) only 207 had some previous experience in their
business and chose their recent venture for this
reason, with 97 claiming that it was a business they
could manage easily from the start;

g) 70% of them had no business training at all.

The implications of the above findings r;latlon to bumiputra

business performance are as follows

“a) The lower age for t rt1 business strongly indicates
that the entre t\\‘ have little or no business
experience. waq shown in items (e) and (f) in
the fin s where 587 of the entrepreneurs were
begi @and only 207 had some experience in the
busihess they were in.

b) Because bumiputra businesses are small scale
enterprises, their average family dependent of 3.5
could be a burden in terms of their ability to plough
back their profit into business. However, this does
not rule out the possibility that dependents could be
a source of cheap labour.

¢) The relatively low standards of education attained by .
the entrepreneurs also implies that their level of

managerial and technical know-how could be low. 1In




fact with the majority of the entrepreneurs having
only primary schooling, it is doubtful whether many
would benefit from business courses even if these
were accessible. The fact that 707 of them had no
business training at all (item g above) could mean
that they would be disqualified from attendance at
business courses which would require some level of
education. Again this is only a possibility.

d) Finally, their relatively rural background implies
that the entrepreneurs have very little exposure to
the processéé of modernization which could modify or

change their attitudes and ultz’ % affect their

business performance. For .ex le, the fact that the

bumiputras are in busine es not necessarily mean
they are fully aware, of the whole concept of business.
.
b

Instead, to them\%iness is just another job, no

different f)ﬂn@&ling a salary.

Even though thede/MNigmlications are so obvious, they have yet to
be verified.NfA few studies mentioned throughouot this chapter
have been able to establish some kind of relationship between
the personal and business characteristics of bumiputra

entrepreneurs and their business performance.

In the same study, Abdul Aziz Mahmud (1977) found that although
Malay entrepreneurs received'more formal schooling than their
Chinese counterparts, the formal schooling did not appear to
influence business performance. However, those businessmen with

the most c¢ducation were more likely to be successful.



Abdul Aziz Mahmud (1977:338) said: ''but it appeared that
'a little knowledge (education) is dangerous' or at least not

good for business'. And on page 338 he said:

In fact we found some evidence that those who had
no formal schooling at all could be relatively
successful in business.

It is also significant to note that even though the majority of

bumiputra entrepreneurs were reported to be in the 20-30 year

old age group, and therefore belong to the first generation of

post colonial Malays, born after Malaysia attained her

independence in 1957, (e.g. Popenoe, 197 bdul Aziz Mahmud,

1977; Mohd. Fauzi Yaakub, 1978; SE 81), Abdul Aziz Mahmud
X

(1977:36) found that the more succ Malay entrepreneurs

.
Malays born before 1957. .\\ 'r, it was not known whether this

was due to their expe@or the kind of education they had,
or any other reasggiti?a t from age cohorts.

With regard tileir rural character, Popenoe (1970) found that

belonged to a slightly older ate oup i.e. the pre-colonial
r

the more innovative 'ideal type' successful Malay entrepreneurs
came from families with higher socio-economic backgrounds and

were more marginal to traditional Malay society. Urbanization

seen through the "influence of recent immigration, inter—marriage,

association with the Chinese, education, newspaper readership,
travel, etc., were all substantially greater', (Popenoe,

1970:399).
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In his study, Popenoe (1970) not only sought to identify the
characteristics ol successful Malay centreprenceurs, but also
attempted to trace their origins as well. He concluded that in
developing countries, entrepreneurship occurs primarily in
fairly well-defined minority groups, and that four of the most

signiflcant explanatory factors were:

a) marginality and tension in relation to larger
society;

b) social cohesion within the group;

c) degree of réceptivity to change; and

d) the existence of economic opport bes.

More recently, Mohd. Fauzi Yaakub@®(1978) compared the results of

his study to those of Popenoe ( ), and agreed that in terms

of their ideology to succ&&!ﬂd their relatively high educational
.

background, the entrepr al types in his sample may be

considered mafginal among the Malays. However, Mohd. Fauzi
Yaakub (1978) di agree with Popenoce (1970), that Malay
entrepreneung g£omprised subordinated groups who experienced
status withdrawals and relative social blockage. According to

Mohd. Fauzi Yaakub (1978:375)

On the contrary, they are individuals who have a high
need for achievement...Basically they venture into
business in search of wealth and status...but truly
they had a choice between a business venture and other
forms of occupations because of their educational
gqualifications.




Although Mohd. Fauzi Yaakub (1978) claimed that the more
successful Malay entrepreneurs in his sample were achievement
oriented, no psychological measures of such achievements have
been mentioned. But, Maznah Abdul Hamid (1975) in a study
prepared for her honours degree reported the level of achievement
motive expressed by the bumiputra entrepreneurs in her sample to
be higher than those expressed by non-bumiputra entrepreneurs.
The research exercisce which made use of the Mahrabian Achievement
Motivation Scale (1968) translated into Malay by Wan Rafei (1972),
failed to establish any positive relationship between the
achievement motive obtained by the bumiputra entrepreneurs and
each of the following variables: father's pation, business
background, urban or rural background, vels of education,

i.e. between primary schooling an igher, friendship with non-

Malays, age groups and, between epreneurs who were in sole

proprietorships or partne; ’l%,. entrepreneurs who had problems
regarding capital and@%ho did not. The study by Maznah
Abdul Hamid (1975), showever, did not compare successful and less
successful b&%ﬂtrepreneurs.

Abdul Aziz Mahmud (1977:292), also found some elements of
achievement motivation among the bumiputra entrepreneurs he
studied. He said that there was '"mo empirical evidence of
Malay businessmen being low on individualism, activism, trust

and risk taking, and high on conservatism'" (Abdul Aziz Mahmud,
1977:292). But he also said that those who manifested high
business ambitions were more likely to have a relatively lower
success rate than those who had more moderate ambition.. Although

Charlesworth (1974:53) found it encouraging to report that exactly

half, i.e. 215, of the Malay entrepreneurs in his study displayed




—y -

"internally oriented' locus of control, believed to be
characteristics of the entrepreneurial type, the piece of
evidence produced by Abdul Aziz Mahmud is, in this author's
opinion, an indication that the bumiputrasmay not be high

achievers even though they manifested high ambition.

A note of caution has, however, been expressed by Abdul Aziz
Mahmud (1977). He felt that his results on the socio-cultural
values of the Malays and Chinese may be construed not as

generally applicable but only in terms of Malay and Chinese

*

businessmen. His reasons for the caution apart from the need to

improve his instrument were as follows:

...it is probable or possible SE a kind of self

selection process is involv e. Those Malays
who choose to become entrepreheurs may constitute
a peculiar group of Maka For instance, only
Malays higher in indis ism than the Malay
population generall ave chosen to become
entrepreneurs. Li » Chinese businessmen
cannot be taken to resent the Chinese

population geggjsi} (Abdul Aziz Mahmud, 1977:329)

This chapter has sho how attempts by the Malaysian government to

increase the number and quality of bumiputra entrepreneurs have been

hindered by the following:

a) The presence of Malay attitudes and belief systems
which appeared to be least desirable to a business
culture, and which had been reinforced over the years
by feudalism and, to a certain extent, colonialism.

b) An almost complete absence of the relevant economic

and social institutions in Malay society that could
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help foster and sustain the bumiputras in business
and industry.

c) In addition to the above, the bumiputras were further
handicapped by (i) their rural background, which might
have denled them exposure to the processes of modern-
ization, and, (ii) their low level of education,

managerial, and technical know-how.

Further preceding chapters have also shown that the bumiputras were a
minority group in the commerical field, being associated with mainly
small businesses and indust;ies. Hence, on top of the problems peculiar
only to them, such as those discussed in the ppege chapter, the

bumiputra entrepreneurs also faced problemsgassgciated with small

businesses. Similar problems regarding s 1 businesses have been

*

jidentified ih overseas countries by, forNexample, Bolton, 1971;
Wiltshire, 1971; Meredith, 1977;\%*

in and Le Heron, 1977; Love, 1977;
and Bannock, 1980. Discussigns cerning their mortality and survival

rates are available in chlran (1981) and Star and Massel (1981).

The next two chapté§422>amine the subject of entrepreneurship in a wider

context as found in the developed nations of the west, where the studies
were first focussed, Information in the next two chapters should provide
some grounds for comparison with data on bumiputra entrepreneurship
discussed éo far, as well as with the resuits of this research to

be presented in chapter seven.
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CHAPTER 4

CONCEPTUAL FOUNDATIONS OF ENTREPRENEURSHIP

Central to the business enterprise is the entrepreneur whose quality
can determine the success or failure of a business venture. This
chapter attempts to examine some of the cconceptual foundations in the
study of entrepreneurship and, at the end of it, to compare them with
bumiputra entrepreneurship. Most of the studies to be reviewed here,
had as their principal focus the developed nations of the west, i.e.

.

FEurope and North America. It was in those countries that the study of

entrepreneurship initially took place (see fo ample Aitken, 1963;
Cochran, 1965; Cole, 1942, 1965). In facti™w as only after the
second world war that the study of ent urship began to include

the underdeveloped countries of Asigigﬁf ica, and Latin America
.

(Greenfield et al; 1979). How \7%\ gardless of their societal
origins, the following data nature, behaviour, personal and
business characteristics particularly, successful entrepreneurs are
useful conceptual too ‘(EB?h which can assist the analysis of the bumi-

putra entrepreneurs the present research.

4.1  The Nature of Entreprencurship

First identified by the lrishman, Richard Cantillon, in the early
18th century, debates and research concerning the subject are
continuing. Earlier interpretations regarding the nature of
entreprencurship have associafed it with risk taking behaviours

and innovation. For example, at the turn of the century, Max

Weber (1904) described the ideal type as one who avoids ostentation

and unnecessary expenditure, as well as conscious enjoyment of
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his power and is embarrassed by the outward signs of the social
recognition which he receives. Shortly after the time that

Weber was examining the entrepreneur from the sociological
perspective, Schumpeter (1934) put the entrepreneur at the centre

of his Theory of Hconomic Development. For Schumpeter, the

essence of entrepreneurship is innovation and being an agent of
change and, like Weber, he insisted that money-making for its own

sake was not a significant motivation.

A contemporary definition describes the entrepreneur as follows:

.. a risk taker - a man who braves extainty, strikes
out on his own, and, through nativ , devotion to
duty and singleness of purpose, ehow creates business

and industrial activity where o existed before.
(Collins, Moore, Unwalla, 1964

.
Currently, there is a nee&%\ scribe entrepreneurship differently

from the purely innove: ehaviour of the earlier period. To

this effect, Schumpeter in his later work Capitalism, Socialism

and Democracy @talkedof the absolescence of the entrepre-
neurial functio He said that in developed countries innovation
was being reduced to routine, and technological progress was
increasingly becoming the business of teams of trained specia-
lists. Personality and willpower mattered far less in environments

which had become accustomed to economic change.

Similarly, Kilby (1971:4) citing Chandler and Redlich (1961) has
pointed out that the personality type and behaviour characteristics
of American industrialists in 1850 bear 1little resemblance to

his counterpart in 1950.



The implications of the above for entreprenecv-ship in under-—
developed countries are significant. ©Not only are there different
time periods requiring different personality and behavioural
patterns but ''the existence of a very large stock of proven
technical innovations in the advanced economies which has not yet
been applied in the developing economies' would make the "original
technological innovation, which was frequently the heart of nine-
teenth century industrial entrepreneurship not an activity for
which there is now much call" (Kilby 1971:4-5). These, plus other
factors, such as technical assistance, disparity between existing
semitraditional modes of production and thé‘%ahern techniques the
entrepreneur seeks to introduce, price uvality competition,
and reduced natural trade barriers d, according to Kilby
(1971:6), make '"the truly economid\Opportunities and the carrying

oi\lr_
out of fundamental, pionc% 'ﬂ*k nnovations of the type envisaged

by Schumpceter largely irrebhcvant'”. Instead, Kilby (1971:6)

e entrepreneur's function in the contempo-

envisaged the nature gof
rary underdevelo%&orld to be as follows:

To obtain adequate financing, to adapt techniques
and organisation to maximise factor productivities
and minimize unit cost, to improvise substitutes
for nonavailable skills and materials - these tasks
on the production side will more often than not
represent the critical entrepreneurial function in
the modernizing economy of the twentieth century.

Behavioural Characteristics of Entrepreneurs

Through mainly labor:iory studies psychologists have been able to
examine the behavioural characteristics of the entrepreneur derived

from his high need for achievement (Nachy | This is an important



personality construct which is thought to characterize entre-

preneurs, particularly successful ones.

Nach jag
Thematic
ing high

overcome

been variously defined. Murray (1938) who developed the

Appreciation Test (TAT), an instrument used in classify-

ach

and low N between subjects, defined Nach 45 4 'heed to

obstacles, to attain a high standard, and to excel, rival

or surpass others' (Murvray 1938:67). Since then several other

writers also attempted to define the construct. For example,

Heckhausen (1968:107-108) defined achievement motive as:

the striving to increase, or keep as hi s possible
one's own capability in all activitj which a
standard of excellence is thought y and where

the execution of such activities
succeed or fail .... Standards
fore are the mark of achiev

the

herefore either
xcellence, there-
tive in so far as
ndards as personally

e
individual perceives suc

binding, compelling or obligat®ry.
.
%\E

David McClelland (1965 has been studying the characteris-

tics of high or achievers since the 1950s describes his

subjects in the @wing manner :

the person with a high need for achievement is

more self-confident, enjoys taking carefully
calculated risks, researchers his environment
actively and is very much interested in concrete
measure of how well he is doing. Somewhat surpris-—
ingly... he does not seem to be galvanized intoc
activity by the prospect of profit: it is people
with low achievement need who require money
incentives to make them work harder. The person
with a high need works hard anyway, provided there
is an opportunity to achieve something. He is
interested in money rewards or profits primarily
because of the feedback they give him as to how
well he is doing. Money is not the incentive to
effort but rather the measure of its success for
the real entrepreneur.



Probability of Success

Using the TAT as a measure of N&C¢h McClelland (1961) went on to

check whether individuals with high need achievement became like

entrepreneurs.

study of the distances from a peg at which five-and six-year old

Initially, McClelland (1958) reported a laboratory

children stood when they were playing a game of ring toss presented

in Figure 4.1,

McClelland (1958) found that children with high N2@¢h chose to

stand predominantly at a moderate distance from the peg, whereas

children with low N2C¢h {id not show any marked preference. In

away than did the children with high Nach v

Smoothed Probabilit

of Success Curwv
.

—
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Low n-Ach
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Figure 4.1 Percentage Of Throws Made by 5-year 0lds With

(Source:

High And Low-N-achievement at Different Distances
From the Peg, And Smoothed Curve of Probability
Of Success At Those Distances.

McClelland, 1958:314)

Percentage of Throws at Given

they threw more often from very near the peg or from very far

Distances from the Peg



McClelland (1958:211), summarized the results of his findings as

follows:

the children with high n-achievement are taking
"moderate risks' and standing where their skill

is most likely to pay off in subjective feeling

of success. 1f they stood close to the peg, they
are much more likely to throw the ring on as the
smoothed probability of success curve shows, but
they are less likely to get any feelings of achieve-
ment satisfaction from doing so. If they stood

too far away, they are both much less likely to
succeed and more likely to regard success as
"Luck', than if they stood a moderate distance

from the peg.

Further, McClelland (1958:212) said that the ildren were behaving

like the businessmen who acted neit Aditionally (no risk)
nor like a gambler (extreme risk), % chose to operate in a
way in‘which it was more likely t achievement satisfaction.
N
.
McClelland (1961:212) cla ;}S:%at his 1958 study has been replicated
and found support in Li (1958), Atkinson and Litwin (1960),
Atkinson, Bastion, %ﬁl?-and Litwin (1969).
G
To summarize his®*work and the work of others like him, McClelland
(1961:207) listed the following to be characteristics of high

achievers which in turn are believed to be synonymous with the

personality traits of successful entrepreneurs. They include:

a) moderate risk taking

b) energetic

9]
N

persistent problem solving

d)  dindividual respensibility




e) knowledge of results or actions

f) long range planning and organisational skills.

Following McClelland (1958, 1961), a number of authors, especially
those who are actively involved in the training of entrepreneurs
have either added to or improved the list of personality traits
earlier reported by McClelland (1961) (e.g. East-West~Center, 1977;
Timmons et al, 1977; Technonet Asia, 1981). In New Zealand,

Professor Love of Massey University in the Entrepreneur's Handbook

(Love et al., 1979) identified 25 entrepreneurial characteristics

used to guide Entreprencurial Development Programmes among the

Maori in New Zealand. The list, reprodu d?n Table 4.1, appears

to incorporate not only the elements of he business situation

such as 'profit orientation' and ' towards money' but also
vives fecognition to the importan of interpersonal factors such
as 'tolerance of melyulty\qtk mcertaintcy’ 'flexibility' and
'integrity' in determipi qxccesbfu] entrepreneurship. The impor-

tance of interpersogal fadtors has alsoc been established in a study
by Williams (1973&2’p>ng small business owners in Western

Australia.

Notwithstanding the list given in Table 4.1, and those given by
McClelland (1958, 1961), a number of criticisms have been raised
regarding the use of the TAT instrument as a measuring device to
classify high and low achievers (e.g. Klinger, 1966; Carney, 1966).
Williams (1975:101) cautioned the application of laboratory findings
of risk-taking behaviour to the business situation. He felt
that a great deal of the empirical research in that area had yet

to be validated in the business situation.
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Table 4.1

Basic Characteristics of Successful Entrepreneurs

w N

® -~ o v &

9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Drive and energy

Self-confidence

Long term investment

View of money as a means to an end
Persistent problem solving

Goal setting

Moderate risk taking

Dealing positively with failures

Use feedback

Take initiative and seek personal responsiblity

L3

Use resources

Compete against self imposed standards

Masters of own fate

Tolerant of ambiguity and uncerLal
Have independence, individuality
Optimism

Innovation and creativity,

Get along well with othé\\
Flexibility \

High achiever (need f. achievement)
Profit oriented

Persistent, p rant, determined
Have integr

Foresightful

Like challenges

(source: Love et al, 1979: Unit 3-1)

The Personal and Business Characteristics of

Entrepreneurs

Development in

the study of entrepreneurs has also extended its

attention from looking at the entrepreneur per se, i.e. their

personality as cxpressed through, for exampl

€

their behavioural



characteristics, to include studies concerning their personal and
business background. Unlike their behavioural characteristics
whose findings were based on laboratory-type studies, the personal
and business characteristics of entrepreneurs have been derived
from people engaged in business; they include data on their
childhood experience and upbringing, educational experience, work
and manaygerial expericence, entreprencurial experience, motivations
and aspirations, sources of capital and business practices and,
age,sex and organisational membership. Some of the more signifi-

cant results of these stwdies and their implications for success-—

ful entrepreneurship are discussed in the fol‘%’sp
Childhood Experience and Upbringing ‘E’~

Studies regarding childhood ex r ence and upbringing of the

entrepreneurs reported two “6§\m:1ng findings. Collins and

Moore (1970) found their reneurs to be involved in wvaried
crises described as s my, stressful and unhappy, and which was
thought to have be @Am‘.pared them for the tough world of

entrepreneurship.

However, Rosen and D'Andrade (1959) reported that mothers and
fathers of high N-achievement boys set higher standards of excel-

lence than did parents of low N-achievement boys. They found

that parents of high N-achievement boys demonstrated more warmth
and affection towards their soné than did parents of the less
motivated boys. These studies on parent-child relationships
regarding high and low achievement boys were taken by McClelland

(1961:356) to mean that eoxtremes of childrearing practices such as



paternal domination, indulgent attitudes, low standards of
excellence, and excessively early achievement demands were not

favourable to high meotivatien in children.

4.5.0 Bducat fonal Expericnce

A number of studies which have documented the educational levels
attained by entreprcneurs reported them to be poorly educated
(e.p. Mayer and Goldstein , 1961 5 Hoad and Rosko , 1964 ;
Carroll, 1965; Collins and Moore,1970; Deeks, 1972; Sanguanruang,

1978; Storey, 1982). Collins and Moore (1970) for example,

thought that frustration with the schoo stiem was the main
contributing factor. According to th al schooling for the
entrepreneurs was outside the schgo tem in what they called
the school of 'hard—knocks'.’

.\\¥

N
Attempts have been mad ad and Rosko (1964), Mayer and
Goldstein (1961) ar storey (1982) to indicate how educational

level relates t git’épreneurial success. In this respect Hoad
and Rosko (196 suggested that educated entrepreneurs were less
likely to fail and Mayer and Goldstein (1961) found that owners

with less education have a high closure record.

But more recently, Storey (1982) reported that there was no evi-
dence tosupport the hypothesis that educationally qualified firm
founders were more likely to establish profitable firms. This

is shown in Table 4.2.
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Table 4.2

Profitability Of Firms and Educational

(@uﬂif}vgtiopﬁ Of Founder

LOSS PROFIT

More More

than Broke than

107 9=5H.9%6 0-4.9%|even [0-4.97 5+9.97 10% TOTAL
With qualifications 1 4 4 2 19 17 31 78

(0.01) (0.05) (0.05)[(0.03)] (0.24) (0.22) (0.40)1(1.00)
Without E
qualifications 1 0 2 8 8 16 35

(0.03) (0.00) (0.06) 0)} (0.23) (0.23) (0.45)](1.00)

.
(Source: Storey, 1982:108) Q\

It appears that researgh

preneurial success ar

N

not clear.

4.3.3 Work and Managerial Experience

Studies have also shown that

the

potential entrepreneurs would

have had some work experience prior to the current one (e.g.

Mayer and Goldstein,

1981).

1961; Ho,

1980;

Anderson

and Khambata,

Some of these experiences shown in Table 4.3 may be

crucial in the success or failure of their enterprise.

ings relating educational levels to entre-
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Table 4.3

Previous Occupational Experience Of Business

Owners In Korea - 1973

Occupational Experience : size of enterprise(No.of workers)
Total 5-9 10-19 20-49

Worked in an enterprise

in the same line of business 32 33 35 25

for 5 years

NG
v
o)}
W

for 5-10 years % 13 13 13 9

for 10+ years 14 15 %6 11
Worked in an enterprise ;
in a different line of Q

business 16 1 15 22
Worked in family business 2% 18 13 11
Merchant ’%\ i8 22 24
Civil service, police, \Q

and military service $ 12 12 11 10
Others @ 4 4 4 7

(Source: Adapted from Ho, 1980:82)

Mayer and Goldstein (1961) demonstrated that there was a relation-
ship between occupational experience and entrepreneurial success

or failures. This is shown in Table 4.4.

Management inadequacies as the main cause for entrepreneurial

failures have been reported annually by Dun and Bradstreet (1970).



Table 4.4

Previous ... Experience in the Same Line By Survival Status of the Business

»

Experience in same occupation  No Experience in same occupation Totals

Closures Survivors Total Closures Survivors Total Closures Survivors Total

NO % No % No % No % No % No 4 No 2 No %
Previous owner 9 33.3 18 66.7 10 10¢C 14 37.8 23 ©2.2 37 100
No previous
owner
experience 17 ©5.4 9 34.6 20 10C 31 56.4 24 43.¢ 55 100
Total - all owners 26 27 30 45 47 9?2

(Source: adapted from Mayer and Goldstel 1961:104)



Similar Australian experiences were also reported by Williams

(1975a) and presented in Pables 4.5 and 4.6.

Table 4.5

Causes of Business Failure - AUSTRALIA 1972-74

Neglect 29
Fraud 1
Management inadequacy

lack of financial contrdls

interpersonal problems

incorrect decisions due to in-experience QE 91

94
Unforeseen circumstnaces (''disaster'')

6
@ 100%

(Source: Williams, 1975u:66) ,\\

Age Frequency %
Under 1 year 238 27.6
1-2 vears 119 13.8
2-3 years 98 11.2
3-4 years 87 10.1
4-5 years 55 6.4
5~-10 years 86 9.3
10-20 years 75 ' 8.7
Over 20 years 111 12.9

8673 100.0%

(Source: Williams, 1975b:116)
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Williams (19/5p:17) maintained that such problems as bad debts
and slow bhook-debt collection, slow stock-turnover, increased
overdraft, excessive use of discounts to bring in funds et.,

were symptoms rather than causes of failures. He said:

The lack of money for example, so often given as

a cause is not a cause but a result of management
inexperience and incompetence. (Williams, 1975b:17)

4.3.4 Entreprencurial Expericnce

The evidence in the literature seems to show that it is common

among business founders to attempt startinggbusiness more than

once. Mayer and Goldstein (1961) repor that 35 (427%) of the 81
new firms in their sample were not fi imers, with 13 (16.1%)
of them previously owning more t business. Although

s

Mayer and Goldstein (1961) f; ngl that previous ownership experi-
ence significantly improvfs& likelihood of succeeding in
subsequent business, e idlly when previous ownership experience
was gained in the é&&f}ine of occupation as the present firm,
Storey (1982)&&) find any significant relationship between
previous full-t1he ownership and profitability. Instead, as

shown in Table 4.7, Storey (1982:115) found that previous part-
time experience was associated with higher rates of profits in

new businesses. He felt that part-time experience could be a

valuable asset for entrepreneurship.

4.3.5 Motivations and Aspirations

Business ventures arc known to have been started for different

reasons such as thosc duce to inheritance, difficulty in finding




Fable 4.7

Part-tinwe Business Uwnership Experience

And Profitability of Firm in 1977-8

by Industry

Number of Respondents

LLoss or Profit Total
Industry Break-even more than
0~4 .9/ 5=9 . %% 10%
Part- Not Part- Not Part- Not Part—- Not Part- Not
time Part-jtime Part- time Part— time Part-itime Part-
time time time time time
Manufacturing O 5 1 1 2 6 ; 4 7 16
Construction 0 2 0 7 1 2 12 3 27
Professional
services 0 A 3 2 1 9 6 17
Distribution, 1 1 0 2 0 0 1 2 6
Other 0 2 2 ’\by 3 8 5 2
N :
Total 1 14 6 \ 5 19 11 36 23 90
\l_ N
(Source: Storey, 1 g!

employment, desire to be own boss, desire to have own business,

desire to improve financial status, and service needed in the

community {(Capilovitz, 1973:36). Recently, Storey (1982) tried

to establish some relationship between firm founders motivated
by positive ideas such as knowledge of the market, and those
motivated by negative ideas such as loss of job or frustration
with existing jobs but "found no justification for assuming that

those forced into entrepreneurship make less competent business-

Tt

men'" (Storey, 1982:112). The results regarding this are shown

in Table 4.8 .




Table 4.8

Founders' Motivation and New Firm

Profitability in 1977-8

Loss or Profit
Motivation Break—-even More than Total
0-4.%% 5=9.%% 10%
1. Forced into entrepre-— 3 2 4 13 22
neurship
2. Motivated by positive 0 13 ; 16 34
ideas
3. Knowledge of specific 16 2 Q 21 47 108
markets
4. Other 10 &1 2 19 29 80
L 4 ‘r
Total responses 9%\ 61 49 105 244
Total respondents 1§ v 27 23 46 112
(Source: Storey, 1982:@*
4.3.6 Sources of Capital and Profitability
One of the main difficulties encountered by new firms, especially

smaller ones, concerns the availability of capital (Bolton, 1971;

Wiltshire, 1971; Devlin and Le Heron, 1977).

Banks are known

to be less sympathetic to small business owners due to high adminis-—

trative costs relative to the sum involved,

on defaults (Bannock, 1980). Due to this,

and the higher risks

a number of countries

are known to adopt a system of loan guarantee scheme and other

forms of subsidies to entrepreneurs, especially those in small



businesses {l.ove, 1977, Bannock, 1980).

In his study, Storey (1982:148) reported personal savings to be
the most popular source of finance (52%) followed by loans and
overdraft from the clearing banks (26%), loans from friends and
relatives (7%), and the rest divided among other sources. The
importance of personal savings as initial sources of finance has

been reported also by Cross (1981) and Anderson and Khambata (1981).

Storey (1982:154) also tried to establish some relationship be-

tween sources of initi&al business finance and financial success.

Summarizing his results, Storey (1982:154?f%

There certainly does not appea be any evidence
to suggest that subsequentl successful i.e.
logs making business relied heavily initially on
personal savings or othg rms of non-bank

croedit... ... ,\\

There is no evide he more profitable firms
relying more heavi pon banks or upon personal

savings durinwr "

—up'' than the unprofitable.
ership, Age and Sex

Small business owners become members of organizations for a
variety of reasons, one of which is to demonstrate community
spirit and a sense of layalty at the local level. Most, however,
are members of their professional organizations for their own
advancement, such as being a member of the association of
contractors (Williams, 1975; Md Fauzi Yaakub, 1978), and may
enable the entreprenecurs to have better exposures to the business
world. 1In this respect, no empirical studies have shown that

any relationship between association membership and business

performance.



Most of the available studies on entrepreneurship, also reported
the age of the entrepreneurs to range from about school leaving
age to as old as one can live. But, generally, they belonged

to the middle age group of 30-49 vears old (Carroll, 1965; Ho
1980). There is, however, little evidence to indicate that age
affects business performance, apart from that reported in the

A

Malaysian study by Abdul Aziz Mahmud (1977).

In most cases entrepreneurship, and to a certain extent the posi-
tion of business execut}ves, tends to be dominated by men for
reasons unknown apart from prejudice and traddtion. Little is
known about the relationship belwecen perg ance and sex. The
figures in Table 4.9 from the Mayer an stein (1961) study

showed that 17 of the 93 owners (I were women, and out of

-

this number, 8 (47.17%) had su;&*tég for two years. By comparison,

L 4
40 (52.67%) of the 76 male \q were survivors.

Apart from the charagtjris ics already discussed, some of the

studies of entrep e@

a) The majority of the entrepreneurs initiated their

hip also reported the following:

own business venture, and only a small number
inherited them (e.g. Ho, 1980:82).

b) The majority of entrepreneurs were sole proprietors
employing on the average less than iO workers
(e.g. Bolton, 1971; Wiltshire, 1971; Capilovitz,
1973; Sanguanruang, 1978; Japan's MTTI, 1979;

Ho, 1980; Anderson and Khambata, 1981).
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Table 4.9

Ape, and Sex of Owners by Survival Status of

the Business

Characteristic

Under 20 years
20-29 years
30-39 years
40-49 years
50-59 years

2 9 v
16 - Q~ 10
60 vears and over 5 2 2

Total Closures Survivors
non-financial failures
A G E
1 - - 1
16 1 10 5
29 % 3 11 15

26 15

male 76 6 .\F 30 40
female 17 %‘,\\ 7 8
QU
@‘
(Source: adapted from Ma and Goldstein 1961:102)

c)

d)

o

A significant number of the entrepreneurs kept
inadequate financial and business records (Capilovitz,
1973; Sieh Mei Ling, 1974). For example, in Korea,
Ho, (1980:83) reported that only 31% of the entre-
preneurs in his sample kept separate accounts for
business and for houysehold.

Most entrepreneurial ventures started on a small
scale and to a certain degree remained small.

Partly because of the latter their problems were



mainly typical of small businesses. Reports and
studies regarding this aspect of entrepreneurship
are widely available (e.g. United States President's
Task Force, 1970; Bolton, 1971; Wiltshire, 1971;
Dovlgn, 1977; Devlin and Le Heron, 1977;

Meredith, 1977; Love, 1977; Bannock, 1980). To
illustrate, a New Zealand study regarding small
businesses showed the top ten problems, in order of

importance to be:

a) difficulties in raising working capital;

b) planning the future of the busL:e§E’fﬁ terms of

succession and growth;
c) centrol of debtors and ca low;
&) attracting and retaining aff;

7 ) .
¢) finance for 1:1r;j,’c\\ rs;

) dealing with@\ment departments and local bodies;
g) marketing and lling;

h) financi agement and budgeting;
i) finahw€de ¥or plant and machinery;
j) keeping up with changes in the industry.

(Devlin and Le Heron, 1977:9)

In the United Kingdom it has also been reported that the problems
encountered by entrepreneurs were not exclusively internal business
matters but included external ﬁactors as well such as government
policy which failed to consider the policy's impact on small
businesses (Bolton, 1971). Some examples given by Bolton (1971)

are taxation, changes in legislation, and even form—filling
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required by the government

Although based on western-type societies many of the above find-
ings appear to share common features with the characteristics and

problems cf the bumiputrasdescribed in the earlier chapters.

To summarize, studies mentioned in this chapter have been able
to identify the psychological, personal, and external factors that
affect entrepreneurial performance. In particular, they have

indicated the relative importance of the following:

a) the personality factors as expr@vgy the

achievement motive, and the ence of inter-
personal skills;
b) entrepreneurial expe‘l&z, including education,
.
managerial and t \xl know-how;
¢) the need to assdgs” entrepreneurial performance
in terms 1 business needs and problems

e internal factors such as those

given in (a) and (b), and external factors

such as government policies and legislation.

The next chapter outlines some of the major theories concerning
the origins of entrepreneurship, and in the light of those
theories, examines entrepreneurship in selected countries of

South—-East-Asia.




CHAPTER 5

ORTGINS OF ENTREPRENEURSHIP

The main purpose of this chapter is to examine some of the theories con-
cerning the origins of entrepreneurship in addition to the conceptual
foundations presented in the previous chapter. Like most of the earlier
studies on entrepreneurship, and for the same historical reasons given
in chapter four, theories on the origins of entrepreneurship have been
largely based on the developed countries in Europe and North America,
although there have been attempts to include in their examples instances
from the developing countries of Latin America, and Asia.
Although the theories included in this chapte into consideration
what Kilby (1971:4) described as '"the tunpozv riability in the skills

and motivations of the successful entr in the context of evol-

ution of dcveloped economies it % ecognised that '"by postulating

a unique set of personal qualitj ;:saich define the entrepreneurial type

[these theories] tacitly impl ¢ the situational factors during the

modernization period are ?NJ?bly similar wherever and whenever it occurs"®

(Kilby, 1971:4). Whil £2>!S not the purpose of this thesis to test

any particular theory With respect to bumiputra entrepreneurship, it is
equally important to hold them in perspective in the light of a paradigm
regarding the conditions necessary for the emergence of succeésful entre-
preneurship, provided for this thesis. To this end, a review of entre-

preneurship in selected countries, particularly, South-East-Asia is also

included following the presentation of the theories.

5.1 Theories QENEESAQZEEjﬂﬁnPf Entrepreneu{ghig

Current approaches to the theories regarding entrepreneurship tend
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to be multidisciplinary. Excellent reviews and discussions of
the theories are given in Kilby (1971:1-40), and in Kent et al.
(1982). However, to avoid duplications only an outline of the
individual thceorices, based partly on Kilby (1971), is given here.
They comprise the vicws of the economists, the psychologists, and

the sociologists.

According to the economists the supply of entrepreneurship is
highly elastic and failures in entrepreneurship are attributable
to lack of adjustment 29 the external environment. For them, the
determinants of entrepreneurial performance 1 the demand side,
i.e. in the structure of economic incentt ound in the market
environment. According to Storey (1 %ere are two views
regarding this. One view represen y Kirzner (1973) holds that

the entrepreneur reduces the ﬂztgsuillibrium in the market, i.e.
0\\\1

state of disequillibrium and the

the market is assumed to b
entrepreneur reacts to th prices bringing movement toward equil-
librium. In the Sc}be er model the entrepreneur deliberately

brings about c g rom an assumed state of equillibrium, i.e. he

disturbs the circular flow (see for example Marshall, 1961, for a

summary of Schumpeter’'s model).

The psychologists represented by Schumpeter (1934), together with
McClelland (1958, 1961), Hagen (1962), and Kunkel (1965) recognize
that extreme economic inducements or impediments can significantly
affect entrepreneurial activity. The psychologists maintain that
"over the normal range of variabilﬁty of pecuniary incentives the
prime movers for risk-bearing and innovation are certain non-mat-

erialistic, inner, psychic concerns" (Kilby, 1971:3). According
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to Schumpeter (1934) the entrepreneur is not a function of socome
social, cultural, or religious variables. 1Instead, he is motivated
by an atavistic wili to power; these types occurring randomly in
any ethnically homogenous population population. Their special
characteristics are: an intuitional capacity to see things in a
way which afterwards proves correct, energy of will and mind to
overcome fixed habits of thought, and the capacity to withstand

social opposition.

On the other hand, the sociologists represented by Weber (1904),
Cochran (1965), and Young (1971) saw economic incentive as but one

part of a large system ol sanctions base n{the society's value

and status hierarchy, which in total determine the extent of
entrepreneurial activity. Un]ik@ peter's, Weber's entrepren-
curs de}ive their energy fro 1ie adoption of exogeneously supplied
.
religious beliefs, namely \\ otestant ethic and the spirit of
capitalism. The prote ethic was described by Weber as an
ascetic activity 1 1¢c service of God, channelled into active
control over on '!Zaylations with the world, rather than into rit-
ualistic expressions of faith. Guided by the protestant ethic,
independent, honest business was regarded as the most appropriate
field of activity. The spirit of capitalism on the other hand was
a set of attitudes towards the acquisition of worldly goods, and
all activities associated with it. It constituted a sanction of
secular behaviour as an end in itself. 1In its economic context
the 'Calling Doctrine' (Weber 1904:3-4) which underlies the
protestant ethic and the spirit of capitalism, supplied an
excellent justification for the successful man, giving him good
consc ience abont his gain as leong as it was honestly and indust-

riously carned.



Although Weber's thesis has been widely discussed and sometimes
disputed (see for example; Williams, 1975a ; Al-Attas, 1977 ; Storey,
1982). McClelland (1961) accepted Weber's thesis as the societal
equivalent of the relationship between need achievement and

parental expectations at the personal and family levels. McClelland
(1961) tried to cstablish the relationship between achievement
motivation and economic progress. Citing Winterbottom (1953,

1958), Rosen (1959) and others on child rearingpractices, McClelland
(1961) felt that NaCh was a function of early child rearing practices
related to the protestant ethic, the very foundation of Weber's

thesis. McClelland (1961) further said that t sults of

by mothers of children with high achieveme ompared to mothers

of children with low achicvement suggestedy
R
\\h the historical development

.
... a psychological means \
by Weber may come about. protestant reformation
might have led to earlie epeggﬁnce and mastery

training, which led toggreater N , which in turn
led to the rise of mo capitalism ....

Winterbottom's studies of early independencevn mastery training

McClelland (1961) also®noted the similarity of people with
high NaCh behaviour with the more aggressive and self-reliant
individuals produced by the Reformation. McClelland (1961:47)

demonstrated this relationship in Figure 5.1.

Kilby (1971:8) further simplified the relationship between

Weber and McClelland, and in so doing introduced the psychological

motive (NaCh). This is shown in Figure 5,2.
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Figure 5.1

Weber's Thesis and McClelland's Modification

Weber's Hypothesis

A e > D
Protestantism Spirit of Modern Capitalism
(Self-reliance
values etc.)

y

B —> Winterbottom's Study >C
Independence N achievements in sons
and mastery
training by

parents

(Source: McClelland, 1961:47) QQ

Figure 5.2
McClelland and Weber's Ph@gis, Kilby's Modification
.
ideological \ entrepreneurial
values $ behaviour
ideological _%@;_.‘_} need for—_____ 3y entrepreneurial
values socialization achievement behaviour

(Source: Kilby, 1971:8)

In his later work McClelland et al. (1969:35) altered his earlier
position on the importance of child rearing as the intrinsic
determinant of the achievement motive. He saw changes in
motivation to be primarily a result of the ideological arousal

of latent need for achievement among adults, typically associated
with a new sense of superiority, which raises the possibility

of training programmes to stimulate achievement oriented behaviour



(see for example, McClelland, 1966). According to Kilby (1971:
10) the re-evaluation by McClelland et al. (1969) "appears to
have been induced by several considerations: the desirability
of a theory with more favourable implications for policy inter-
vention, the apparent changes in adult motivation achieved by
evangelical migssionaries, and criticisms of McClelland's earlier

book with regard to the inseparability of arousal and motive

strength'.

Everett Hagen (1962) saw economic development almggst exclusively

as a process of technological change which is ught about by

the technological creativity of individualsv e society.

He saw the entmpreneur as a creative probl olver interested

in things in~.the practical and tecbqologi al realm and driven

by a duty to achieve,. Hagen (19 rried McClelland's ‘'need
achievement' ideas further, ated the lack of change oriented
and entrepreneurial atti s to traditional societies, values

and customs. Becaus !;t>itional society resisted change, the
disruptions that forced it to change might be powerful and

were likely to take a long time: ''the transition to economic

growth ... typically occupies a period of several generations'"

(Hagen, 1962:22).

Hagen (1962) postulated that status respect withdrawal of a
particular group was often the force that initiated change in

the traditional society. Status fespect withdrawal, also described
as group subordination (Kilby, 1971:12) was one of two exogeneous
variables in Hagen's system (the other is relative social blockage).

Status withdrawal was defined as "the perception on the part
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of the members of some social group that their purposes and values
in life are not respected by groups in the society whom they
respect and whose esteem they value' (Hagen, 1962:185). In

Hagen's view four types of cvents could produce status withdrawal:

a) displacement by force, e.g. the Normal invasion of England
or the denigration of merchants, samurai, and wealthy

peasants in seventeenth century Tokugawa Japan;

b) denigration of values gymbols, e.g. suppression of religious

sects in seventeenth century Russia and Englv

c) inconsistency of status symbols with i nging distribution

of economic power; @

d) non—acceptance of expected s; s on migration to a new

society, e.g. the Antique &seventeenth century Colombia.

%ce status withdrawal has occurred,

personality formation is set in motion

According to Hagen (1962

the sequence of changelpd
with the creative personality emerging after a minimum retreatist

interval of five generations.

Figure 5.3 illustrates the sequence separating the typical
authoritarian personality of a stable traditional society from
the emergence, many decades later, of creative entrepreneurial

activity.
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Figure 5.3

Relationship Between Authoritarian Personality and the Emergence of

a Creative Entrepreneurial Activity

traditional non- status anger

yanxiety — %

authoritarian__a innovative N withdrawal

childrearing personality e

suppression of -y mother's ——> creative — 3

values, rejection of son
retreatism father and

husband,

protective QE
nurturance ?\

relative social

blockage %\

cetsees. — 3 entrepreneuria ehaviour

(Source: Kilby, 1971: @

Sociologist, Thomas Cochran (1965) saw entrepreneurs not as
deviants or supernormal individuals, but rather as representative
in society's modal personality. For him, cultural values, role
expectations and social sanctions determine how entrepreneurs
perform and how many of them emerge in society. Cochran (1965:
96) said:

As aggregiates, managers or oxecutives in a given type of

activity represent certain ascertainable levels of education

and soclal status and types of conditioning that produce

a roughly definable modal personality. In making

their decisions they play sccial roles anticipated
by their gdssociates and other groups in the culture.



To prove his point Cochran (1965:96-97) mentioned the American
childrearing and schooling before about 1920 which produced dif-
ferently conditioned individuals than did that of the 1920s

and 1930s.

Frank Young saw economic development as involving re-corganization
of productive resources and as the "..,.co-ordination of individual
effort and not simply the operation of parallel psychological
tendenc ies" (Young, 1971:140). Thus he wanted to look at clusters:
ethnic communities, occupati&nal groups, or politically oriented
factions. This he called the macrosociological %ﬁ@ctive
which focused on group solidarity. He pointed™o Israel with
respect to the surrounding Arab states, Ta with respect to
mainland China and the rest of the world,Nand Pakistan after

.
partition from India. Young sugg&éts} it explained inconsistencies
McClelland (1961) found when i en's books stressed achieve—
ment and yet the Individuadsfdid®not have high need achievement

(which McClelland attri Jiabto "national aspirations').

In general, Young (1971) sees individuals as catalysts and special
leaders of reactive subgroups, which are here taken to be the
typical loci of entrepreneurial activity. The group experiences
'status withdrawal' or blocked mobility and provides institutional
resources to individuals who are the 'most visible' members of

that group to perform the entrepreneurial function.
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Cynthia Duncan, however, did not fully agree with Frank Young.

She said:

... the numerous variables contributing to economic growth
in Taiwan or Israel caunot be confined to group solidarity

alone. The interplay of cultural and political variables
(such as foreign aid) are not very usefully reduced to
a macrosociological perspective. (Cynthia Duncan, n.d.:72)

An excellent opportunity to manipulate the environment by the
administrator has been made possible through the principles of
operant conditioning. In Ehis respect John Kunkel (1965) felt
that entrepreneurial behaviour is a function of urround ing
social structures which can be shaped by eco@ nd social
incentives. Following this, one need ngt t&r the character
or certain elements of it, but change e selected aspects of

4
a man's social enviromment which a}ﬁlfglevant to the learning
.
of new behaviour.  Kunkel (1963% said:

According to the behafviouTral model, the determinants of
an individual's ac ies are to be found largely in the
conditioning pr clgéres, both deliverate and accidental,
to which he has subjected in the past, and in

the sets of re¥nforcing and discriminative stimuli

which have become part of his behavioural chains

and are part of the present social context.

Although Kunkel (1965) felt that there was no need to postulate
attitudes, values, or need in order to explain or predict behaviour,
he did not deny the existence of man's internal state or depreciate
the human spirit. The reason he gave was that:
... it simply does not make use of these concepts in the
analysis of behaviour because their ambiguities so far

outweigh any advantages that their use cannot at present
be justified. (Kunkel, 1965:158)
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As evidence Kunkel (1965) ot fered the experience of Allan Holmberg
who visited Peru in 1952, Holmbery found the Indian community
to be highly disorganized and went on to analyse the contemporary
circumstances of life among them through changes in the external
environment of the Indians including economics and technology,
nutrition aud health, education and social oyrganization.

The results were so radical that within five years the Indians
"were able to efficiently operate the hacienda by themselves,
creating a surplus where for decades little more than basic
necessities had been producéd” (Kunkel, 1965:174). It should

be noted, however, that these Indians accepted_t challenge,

and this could have been critical to the succé§s or failure of

the programme that was introduced.

Finally in the list of LhLO”‘]GS X\rnlng the sources of entre-

preneurship is one which has r¢ od little attention: Bert Hoselitz's

(1964) concept of the marg inaldman borrowed from the earlier work
of Park (1950). It a% to share some similarities with the
concept of reactive bgroups in Young (1971) and the subordinated
groups in Hagen (1962). Based on his observations on the importance
of culturally marginal groups in promoting economic development,
such as the Jews and Greeks in medieval Europe, the Lebanese in
West Africa, the Chinese in Southeast Asia, and the Indians in
East Africa, Hoselitz hypothesized that marginal men, because

of their ambiguous position trom a‘cultural or social standpoint,
were peculiarly suited to make creative adjustments in situations
of change and in the course of this adjustment process to develop

penuine junnovations Iin social behaviour (Hoselitz, 1964 :157).



These, then, are the major theories on the origins of entre-—
preneurship. Their relative merits are fully discussed

in Kilby (1971) and more recently in Kent et al. (1982).
However, as the main concern of this thesis is on the
development of indigenous bumiputra entrepreneurship in
Malaysia, a developing country in Asia, the author has

also looked at some of the available literature on entre-
preneurship in selected countries of Southeast Asia, and
considered it in the light of the theories just outlined.
This is particularly relevant not only in terms of the
proximity of those countries to Malaysia, but in

view of their cultural, historical, and t rtain extent

political similarities.

5.2 Origins of Entrepreneurship int\i;ggeast Asia ,
0\\
Common to the countries @\heast Asia such as Thailand,

the Philippines, Ind sia Yand Malaysia is the presence

of the overseas i@ whose large-scale immigration at
the end of the neteenth century was the direct outcome
of colonial policies. The Chinese are also present

in Thailand even though it is the only country

in Southeast Asia which did not experience any

colonial rule. However, more importantly, the

Chinese in Southeast Asia have come to dominate the
economy, and at various times, whether real or imaginary,
have been perceived as a threat to the security of

the indigenous populatiocn. Today, indigenous entrepreneurship
in Southeast Asia is scarce; 1instead there exists in
these countries a Chinese entrepreneurial class which will

now be examined.,




5.2.1 Chinese Entrepreneurs in Southeast Asia

What makes the overseas Chinese different is not always
easy to understaud, because in spite of their association
with entreprencurial activities Chinese attitudes and
beliefs were not altogether different from, for example,
the indigenous Malays. Ruth Wong (1964:199) mentions
that in China the Confucian social prestige ranks scholar,
farmer, labourer, and merchant, in that order, and

few of the overscas Chinese came from business backgrounds

There was also no evidence to s?g that Chinese

childrearing practices wer@ ifferent from

the indigenous populatign or
’RNk-

(1960) and Tan (196 5®rted that the Indonesian

in China.

example, Willmott

Chinese treat thé nfants "with affection and care"

and "discipli / action is mild and infrequent'" (Willmott,
1960:269). @Jever, Willmott (1960:269) mentioned

that betw@en the age of four years or younger and the

first few years of adolescence, severe discipline was
imposed on the children, primarily by the father.

For the girls it was a period of increasing seclusion

in the home. Similar accounts regarding child rearing
among the Malays have been given by Firth (1966) and

Popence (1970).

Attempts have bcen made, by Popenoce (1970), to trace some
of the reasons tor the spread of Chinese entrepreneurship
in Southeast Asia. The following summarizes come of

his exvlanations.



a)

b)
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During the colonial days (for example in Java),
the govermment in fact helped and encouraged
both the Europeans and Chinese businesses

by giving them their supplies free or at low
cost, allowing them to import goods duty free,
and advicing them money at the expense of the

indigenous traders.

Politically the Chinese were prevented from moving
into leadership roles. These were reserved for
the Europeans. Also they could replace the
aristocracy which was left 1 Epositions
of authority to carry out t 1shes of

their masters. Accordd , the Chinese

were left without, stem that could readily
produce tradit 5®eaders, and owing to

their method recruitment and immigration

the Chin@\&:grganized themselves in relation

to th nomic roles into which they

move and built a social system in

which leadership went to rich men and

status depended directly on economic power.
Community leadership was realized through
business leadership. In contrast, Popenoe
(1970:70) pointed out that in Thailand

where assimilation could easily take place

and where the Thai followed a policy of

giving titles to the Chinese, assimilation

was coupled with upward mobility and

entreprencurial drives were abandoned.




¢)

d)

e)

Closely related to the above, it appears that the open
system in Southeast Asia provided for the overseas
Chinese mobility in business, where a system

of achievement rather than ascription is maintained.
tfurther evidence came from Skinner (1958) -

regarding the Chinese in Thailand -~ and Goh Joon Hai
(1962) who found that practically all the leading
Chinese tigures in Malaysia in the latter part

of the nineteenth century or early twentieth

century rosg from the rank of coolie (labourer).

It can be observed that even tod substantial

percentage of the leading Ch@ usinessmen
in Malaysia were poor wh n% arrived

but during their lifec ecame millionaires.

.
The evidence alsx\%d that the overseas Chinese were a

very cohesiv@‘
Chinese

eflded®to move into the same kind of work

On arrival in their new place the

and in the same areas with people of the
samediadlect. For instance Goh Joon Hai (1962) also
reported that among 56 Chinese managing railway
administration refreshment stalls and restaurants

in the 1950s all were Hainanese, and 42 of them

had the same surnames. In Malaysia different trades

are associated with each Chinese dialect group.

Similarly Chinese institutions such as their tight system
of sanctions and controls reported by Alice Dewey (1962)
of Java facilitated a high degree of trust which was

essential in business dealings where written agreements




were rare and a person's word was his bond.
A man who asked for credit normally got it, and

a man who gave it knew he would be repaid.

£) Maurice Freedman (1961:42) noted that the Chinese
immigrants were also highly sophisticated in the
use of money compared with the indigenous population.
Such financial sophistication could not have existed
without entrepreneurial, managerial and financial
skills. Said Freedman (1961:42):
Their financial skills rested e all on
three characteristics of | s@ciety in which
they were raised: the re ability of the
pursuit of riches, reldts immunity of surplus
wealth from confisca y political superiors,

and the legitimacyeof eful and interested
financial dealings een neighbours and

even close kir’lm
S
N
N\

Added to all the y, the Chinese in Malaysia are at an
advantage by Wirtue of their relatively high levels of education
and urban !;:}ﬁ and hence their receptiveness to new ideas.

In fact they had their own schools and urbanization has

helped them to be in the exchange economy, exposing them

to the influence of education and the mass media and bringing

them more in contact with the business environment.

Finally, lest one forgets, the first generation of overseas
Chinese were pioneers: "Arriving with almost nothing

in a strange land, by their own industry, patience and
self-sacrifice they have made their way" (Insor, 1963:
134). Such innovative spirit is reflected in the

following contents of a letter from a wife in China to

a husband overseas:



You must fight to get ahead. A man creates his
owni future. Money is for those who fight for
it ... You are an overseas Chinese. If you
do not succeed, people sneer at us back at home,
and say ''unsuccessful" ... Husband, determine
and struggle on. You will be able to overcome
difficulties. (quoted in Insor, 1963:134)

5.2.2 Entrepreneurship in Indonesia

Accounts of the indigenous Indonesian entrepreneurs are
scarce, but those that are available show the importance
of achievement-oriented behaviour among the Bataks and

the Minangkabaus of Sumatra, and to a certain extent

the Wong dagang in Modjukuto in Javy The Tobanans

of Bali, however, display eleme o% marginality and

status withdrawal.

.

The Bataks are a smal\x rity group and have been described
by Popenoe (1970Q) ssessing a strong clan solidarity,
being better ~ated than most Indonesians, and placing
great impo 'gzat on achievement and trust, Von Zanen

(1934) memgioned that the Bataks practise a tradition

of marindjau or wanderjahre before marriage. Under

this system social prestige is obtained by founding a
new village and becoming its leader. These village
founders have been described by von Zanen (1934) as
Schumpetarian entrepreneurs, i.e. dynamic change elements
in Batak societies who, against great odds, break away
and found new villages, not so much for material wealth

as for social standing.

The Minangkabau =socicety in Sumatra whose ancestors also




emigrated to the Negri Sembilan state of Malaysia have

a reputation for mobility, In this matriarchal society,
a man has to move to other areas where the system is
patriarchal to control his own destiny. According to
Popenoe (1970) such a system possibly led to a high degree
of self-selection, in which the most ambitious leave,

but least ambitious stay. A Sumatra saying puts it,

"Winners emigrate and losers stay at home."

In a study concerning Medjokuto, a small market town in

East Java, and Tobanan, an aristocram entre, Clifford GCeertz

a ,well defined, sharply set-apart minority whose

.
values deviate in maja\¥ ects from those of both

the gentry and th antry. Their entrepreneurial
pursuits were e possible because in Javanese
society th t is one institutional structure
where fo lism and status consciousness are

relatively weak; in fact it is characterized

by specificity, universalism, achievement and

neutrality — the Parsonian attributes commonly held

to describe a business society. Religion is not

a prohibiting factor since the Wong dagang are also Muslims.
The other group are the Tobanan, originally aristocrats

of Bali. They have beeﬁ displaced from their

former functions, and for them entering business

is a new way of maintaining their leadership. Said

one of them: '"They've taken the government away from



us, all right, we'll capture the economy ..." (Geertz,
1963:119-120). BHowever, the Tobanan have at their disposal
special purpose groups called seka, their means for organized
social, religious, political or economic ends. They

are the foundations through which the aristocrats create

modoern enterprises,

Entrepreneurship in the Philippines

The only accessible source regarding entrepreneurship in

92 of the largest Philippino manuf ng entrepreneurs.

the Philippines is a study by John J. Carroll (1965) on
r

Carroll found no particular rela ip to religion

or lingo-ethnic group among@ ilippino manufacturers.

He said that they tende come from areas most accessible
.

to Manila and they aﬁ® r families for generations

had been subjecte@ more than the average
Phllippino, td\anti-traditional forces; to be of
foreign et @rigin and language, upper stratum
socio—-eco ic position, and independent business
ownership. The entrepreneurs themselves usually

had urban or suburban upbringing and higher education
in Manila or the United States, frequently in

such practical subjects as business administration, law

and technology.

According to Carroll (1965), the entrepreneurs as a group
seemed to be unusually vital, energetic, and self-assured,
but he noticed little Calvinist asceticism among them.

He felt that entreprneurship in the Philippines was a
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product of many interrclated factors operating in various
ways: mobility aspirations; opportunity and necessity;
achievement motivation and the desire for independence;
self-confidence and the need to prove oneself; determination
and a willingness to risk; social responsibility; self-
interest, sheer interests, and perhaps good political

connections,

In some aspects the Philippino manufacturing entrepreneurs

x
resemble those of the Republic of South,Korea whose business
leaders were extraordinarily well ? d, in both absolute
and relative terms. In summing e case of Korea,

Mason et al. (1980:283, 285)sdid;

... the Korean e ’%{e does not conform to any
respect with thdégsézeories holding that entrepreneurs
tend to come f \ ordinated groups frustrated

by the cultu attaining traditional

positions of stige. ... The dominant fact

is that uth Korea's business leaders come

from priwmilNeged families representing more than

15 pe of the population .... In South Korea,
thege substantial evidence that business careers

once Wenigrated, are now regarded as acceptable
rivals to those in governmment officialdom,

This last point cught to be noted as 1t is relevant to
our previous discussion regarding occupational prestige
among the bumiputrasin Malaysia as reported by Al-Attas

(1972).

Entrepreneurship in Thailand

Unlike the other countries of Southeast Asia, Thailand
was never under anv colonial rule. It provides a classic

example where colonialism ceases to be the excuse for



107

poverty and underdevelopment. In fact an economic survey
in Thailand in 1957 commented, "A peculiar difficulty

in the case of Thailand is that not only is there no
systematic plan for economic development but there is

no very intense demand or desire for economic development"

(quoted in Mole, 1973:104).

As far as Thai entrepreneurship is concerned, the
author is only aware of studies by Skinner (1958)

and Sanguanruang ég 1. (1978), and both were

based on Thai of Chinese origin. T e%nce

of indigenous Thal entreprencurshipNs not
surprising as accounts of ThaifeuXture and
behaviour reported by Benedic 952) as early as
.
1952, and repeated by’ thets (e.g. Insor, 1963;
Mole, 1973) remain b ’!ﬁlly the same. Yor
example, on th ubject of child achievement
in Thai socie E;enedict (1952:28) said,
"they hav ote of those which gave public honour
to the child's achievement'. Regarding certain
Thai characteristics, Benedict (1952:37) said:
The Thais do not think it is necessary to
strive mightily to make life good - it is
good if it is accepted. The laugh is against
those who find their lot bad, and they tell
the story of the man in the Moon who got

lodged there because he was always wanting
to be something he wasn't.

The reasons which could explain the Thai lack of entrepreneurial
drive have been summarized by a western trained Thail

psychologist:




e [that] the Thais in general were hospitable
people; that the tempo of their lives was slow,
that they possessed considerable equanimity;

that many Thai actions had a basis in the Buddhist
religion; that the Thai respected age; that the
Thais, although capable of making rapid cultural
adaptations at least on a superficial level

were basically conservative; that ritual and
ceremony were Iimportant parts of Thai life;

that the Thais were not steadfast; that they

were extravagant; that they were not socially
minded, that is, they were not joiners; that

the Thai approach to life's concerns was empirical
rather than theoretical; that the Thais were
indolent; that they were egoistic, self-centred;
that they lack persistence, "stick-to-it-iveness';
and that the Thais were a mild people, a non-violent

people. (quoted in Mole, 1973:111-112)

The following quotation 1in part e inE why non-Thais such

as the overseas Chinese in Thaiv ere allowed to pursue

their economic interests:

Buddhism is for t ts. Its teachings are
for dits adhere %&E\c little expectation that
non—-adherents ollow its guidance. Moreover,
the non-—-Buddi% ay do things which adherents

ought not Eo . (Mole, 1973:112)
The above @

tion closely resembled Malay values referred

to earlieh, in Afifuddin Hj. Omar (1973), where the Chinese
in Malaysia, because he is a foreigner, escapes many
behavioural infringements which the local Malays must

observe.

Information regarding Thai entrepreneurship was mainly
derived from Skinner (1958) and Sanguanruang gt al.
(1978) but their subjects were of foreign origin. Apart
from the foreign element, Skinner (1958) reported his
entrepreneurs to be highly achievement motived and that

they rose from scratch. Sanguanruang et al. (1978)



on the other hand found them to be poorly educated,

immobile, and of urban background, i.e. born

in Bangkok, the capital of Thailand. Their

minority status made them marginal, and as

"an escape route they found that running a business

wdas an alternative to formal education and ultimately

the road to fame and social acceptance'. (Sanguanruang

et al. (1978:66)

In the light of the theories outlined in this chapter, no firm

conclusion can be made regarding the origi entrepreneurship,

particularly in the developing countrie utheast Asia,

It is more likely that entrepreneurial aviours were culture

specific and might have been gene by circumstances unique

to the particular situation aaﬂlfguld not, therefore, be generalized
.

elsewhere in other cultur \ or example in Thailand, religion

in the form of Buddhism thwart entrepreneurial development

%@ Minangkabau and the Wong dagang

ir entrepreneurial drives are Muslims.

whereas in Indones

who are known
Likewise in Malaysia a significant number of the Indian entre-
preneurs are Muslims (Judith Nagata, 1972). Further, according
to Tham Seong Chee (1977) the overseas Chinese engaged in
merry-making and superstition as much as the Malajs and yet

unlike the latter the Chinese produced successful entrepreneurs.

However, regardless of the above comments, the Southeast Asian
situation appears to demonstrate fairly strongly that entrepreneur-
ship is predominant among certain minority groups of both foreign

and indigenous ovrigins such as the overseas Chinese and Indians,



the Bataks and the Minangkabau of Sumatra, the Wong dagang

of Java and Dayaks of Borneo. In this respect the concepts
of marginality (Hoselitz, 1964), reactive subgroups (Young,
1971), and subordinated groups (Hagen, 1963), presented earlier
among the theories on the origins of entrepreneurship, may
be relevant. But marginality alone was not a sufficient
condition for the emergence of entrepreneurs. Apart from
the presence of economic opportunities (Papanek, 1969) the
entrepreneurial groups in Southeast Asia have also been characterized
by the adoption of achigvement-oriented values, social cohesion,
and mutual help. Regarding the latter, the owing has
been said of the Marwari cloth traders i ia:
Firms in the system borrowed% ach other whenever
short of cash, loans were pa on demand, 'even

at”midnight' and interest was lied and settled
once a year, with total,B‘d&gying offset by total

lending. (Timberg, %K\
)

In contrast, most of _ the indigenous population in Southeast Asia
cannot, in numerica@ ms, be classified as possessing a
minority status n addition they demonstrate few of the
characteristics deemed essential to a business culture.

Instead their values, attitudes and beliefs serve to hinder

the growth of entrepreneurship. In its pure form Thailand
provides a classic example, because unlike other Southeast Asian
countries, Thailand has never experienced colonial rule.

Whereas the other Southeast Asian countries had their colonial

masters to blame, Thailand had none, only their own value system.

At this stage it is the author's opinion that perhaps the strengths

afforded by previous studies regarding entrepreneurship lie



not so much in their predictive values, but more in their

ability to identify some of the major elements which comprise
such a difficult subject. The findings so far reported will
provide the necessary Conceptual tools to compare and analyse,

particulariy,the emergence of bumiputra entrepreneurship in

Malaysia.

Generally, the literature regarding entrepreneurship in this

and the previous chaptgrs identified a number of issues:

a) the need to define what constitut tpepreneur ship
specially when referring to the oping
countries of Asia, Latin Am&pd and Africa;

2
b) the need to verify iq\\% business situations the

behavioural charactek’ ics of entrepreneurs as derived

from laboratom studies and expanded by trainers

in this fi 1%,

c) the relati importance of minority groups in relation
to the concept of marginality and the achievement
motives as explanatory factors for the initiation
of entrepreneurial pursuits especially in

some Southeast Asian countries;

4) the advantage afforded by the presence of a supportive
environment, especiallyva fully developed social
and economic institution to foster entrepreneurial
pursuits (the environment should be, if not supportive,

not prohibitive);
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e) the necessity to equip potential or existing entrepreneurs
with the necessary education, managerial and technical

know—how.

In contrast to the above, bumiputra entrepreneurs' findings
discussed earlier in this thesis tend to indicate that they

are handicapped by the following phenomena:

a) the personal def iciencies due largely to the presence
of their negativesattitudes, governed by an ascriptive

type society and, reinforced by past 1 al policies

but perhaps also maintained by thei wn culture
and belief system;
b) tHeir rural background,,ﬁ*i%avlow level of education,

B
and their lack of t &sary managerial and

technical know-ho

c) the relative ce of a fully developed social and
economic@tution that could initiate, develop and
maintain bumiputra entrepreneurial pursuits (instead
their enviromment both within and outside their

culture can be described as hostile);

d) as a social force the concept of marginality which appears
so essential elsewhere among the overseas Chinese or
the other minority groups in Southeast Asia has been
denied to the bumiputra;who lead a relatively sheltered
life cushioned perhaps by the economic and political

privileges guaranteed to them by the Malaysian constitution.



A Paradigm for the Emergence of Successful Entrepreneurship
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The studies reviewed so far suggest that the prerequisite

for the emergence of successful entrepreneurship may be as
depicted in the paradigm in Figure 5.4 which comprises man,
management and environment. The extent to which some or

all of these conditions act as limitations in the current

effort to develop bumiputra entrepreneurship will be the subject

of much of the present research:




CHAPTER ©

RESEARCH METHODS AND PROBLEMS

6. Rationale

Previous studies, discussed in the preceding chapters, suggest
that successful entrepreneurial pursuits are a function of a multiplicity

of factors which may be classified as man, management and environment.

The task of assisting the deVelopment of indigenous bumiputra
entrepreneurs was at the beginning entrusted to hsq?alaysian Civil Service

(MCS) and later extended to include other quasi¥government agencies

or government-backed agencies. They are in part if not in
total, handicapped by a bureaucracy that not claim to have any
previous precedence or experience’.’\ ul Aziz Mahmud (1977), himself
formerly a senior civil service er, acknowledged the weakness
of this bureaucracy. He sadd, ¥'The expectations generated by the

Ed

government's officiall @

for the bureaucracy educate itself in order to respond effectively

intentions creates an urgent need

in delivering the goods." (Abdul Aziz Mahmud, 1977:86) Unfortunately
for the bumiputras, because of their long exclusion from the business
system (caused, as we have examined in earlier chapters, by many
factors) they lack both sound management and a supportive business

environment they can expand and rely upon. Says Abdul Aziz Mahmud

(1977:86):

There is no Malay business tradition which the government can
improve and expand on. The Malay business tradition simply
does not exist; there exists only what can best be described
as a rather misguided Malay business folklore. The only
role options are the European business style and the Chinese
business style and tradition ... It has been said that the
Chinese voungster begins to learn the language and procedures
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of his business system as routinely as he learns to ride a
bike. It is part of his everyday environment; the dinner
table conversation, his cousin's rerail shop, his uncle's
motorcar dealership.

The basic Lencet underlying this rescarch is that sound business
management as demonstrated by the keeping of adequate business records
and other relevant business activities plus a supportive business
environment as demonstrated by, for example, facilitative public

and private institutions, can help minimize the risks regarding

bumiputra entry into businesg and industry.

According to Abdul Aziz Mabmud (1977), it hags en found that

good record—-keeping provides:

.
a) evidence of sound financial :l\g%rnent;

b) evidence to support cred lications to bankers and other
creditors; $
c) a source of man meént information to assist in decision-making

and control;

d) a possible detection of employee frauds, material wastes, errors,

and other losses requiring prompt correction.

Towards these ends, for instance, the keeping of sound business records
such as the profit and loss account, prepared regularly, provides

the entrepreneurs with one of the most vital indicators of business

health.

Similarly, balance sheets provide detinitive statements about
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a firm's finances. It is like a medical reccrd, a diarist's writings,
or the palm of a hand to a fortune teller in that it can reveal past
workings, present trends, and future prospects for the firm. Says
Abdul Aziz Mahmud (1977:90), "Noticing that something is wrong is

at least a step in the right direction. Finding out exactly where

the fault is gets one that much closer to a solution.”

A facilitative environment such as access to markets, supplies,

raw materials, credits, advisory and training facilities, cheap and
strategic business premises, #and a sympathetic bureaucratic outlook

would not only attract new entrants into business industry but

would ensure that the entreprencurial pursuits ully developed

and maintained. McClelland (1966:71) forgeXaflple said, "It isn't

enough to change a man's motivation if t nvironment in which he

lives doesn't support at least to gree his new efforts."

Similarly Schmitz (1982), in a C ' al review regarding growth constraints
pertaining to specifically smalN-Scale manufacturing in developing
countries, identified bo ternal (entrepreneurial and management
skills) and externalql( tural) factors. He felt that external
factors such as those described in the above were equally important.
Schmitz (1982:431) said, "What is at issue is not that good management
occurs, but whether small-scale producers in developing countries fail to

expand because they lack managerial ability."

In view of the rationale given in the abtove, the primary purposce

of this research was to explore the ﬁarameters related to the bumiputra
personal and business background, their managerial capabilities, their
problems, and their training needs. The instruments, sampling
procedures, methods of data collection, and data analysis are described

in the following.



p=et

Instrumentation

The main instruments used were the Bumiputra Entrepreneur Research

Questionnaire One (BERQ-one), the Bumiputra Entrepreneur Research

Questionnaire Two (BERQ-two), and a taperecorder as an aid.

BERQ-one and BERQ-two are shown in Appendix 8 and 9 respectively,

and are described below.

6.1.1 Bumiputra Entrepreneur Research Questionnaire One (BERQ-one)

The questionnaire employed to interview bumiputra entrepreneurs

(BERQ-one) comprised five sections liste ow:

a)

b)

c)

d)

Q.

parts one and two were desd o seek information

regarding the personal a usiness profiles of the

entrepreneurs; ’*
0\\

prised 14 items was designed to obtain

part three whi

informatic regarding bumiputra business practice,

partic 1‘29y the keeping of business records;

part four asked the entrepreneurs the kinds of business
courses they might require based on 13 business topics

presented to them;

part five asked the entrepreneurs the magnitude of the

problems based on 12 items presented to them;

There wasalso an open~ended question which attempted
to solicit information regarding their suggestions

to develop and assist bumiputra entrepreneurs.

The items in BERQ-one have been selected from established




Malaysian and overseas studies in the field of entrepreneurship
and the small business. Malaysian studies included

Popenoe, 1970; Charlesworth, 1974; Abdul Aziz Mahmud,

1977; Mohd. Fauzi Yaakub, 1978; and the

Malaysian National Productivity Centre. Overseas

studies included Bolton, 1971; Wiltshife, 1971;

Capilovitz, 1973; Williams, 1975; Devlin and

Le Heromn, 1977; and Massey University Management Education

and Development Centre Survey of Management and

Training Needs Questionnaire.

To supplement the above, and to gauQ&gE current needs and

problems of the bumiputra entrepre s, the author wrote

to various government agencie arding the subject.

-

The author's letter is re%bced in Appendix 10.
.

A translated example \ of their replies is given

in Appendix 11. wh not all the departments replied

(70% response # the following, however, did:

a) SEDC ﬁe Economic Corporation) Trengganu

b) SEDC Penang
c) SEDC Kedah
d) SEDC Sarawak
e) SEDC Perlis

£) SEDC Negri Sembilan

~

RISDA (Rubbor Industries Smallholders Development Authority)



h) Institute Technology MARA (ITM)

i) Credit Guarantce Corporation (CGC)

i) Urban Development Authority (UDA)

k) INTAN (Institute for Public Administration, Malaysia)

1) NERDA {(National Entrepreneurial Research and

Development Association)

m) Malaysian Centre for Development Studies (MCDS)

Kelantan. v

BERQ-one was pilot-tested in the brigton region in
New Zealand among pakeha and i®*small businesses,
using the list of busineg*rovided by the New Zealand Chamber

.
of Commerce and the N w&and Maori Affairs Department.

At the same time th ests were administered in Wellington,
io questionnair%re sent to Malaysia to be tested,
initially by &uthor's two brothers, one in the Malaysian
state of Selangor, and another in the Malaysian state

of Kelantan. The comments made by them, one of whom

was a bumiputra businessman himself, and the other a
reporter, based on the feedback they received, were

considered in the subsequent revisions of the questionnaire.

Following some revisions the author personally tested
BERQ-one on the target population. Basic considerations
were given to the length and the level of language used

(as suggested by Brislin, Lonner and Thorndike [1973D)

in view of the time constraint on the part of the entrepreneurs

h




and thielir low level ot education. Translations of

the questionnaires into Bahasa Malaysia (Malay) were

made by the author who was assisted by sgimilar items

previously translated into English by Abdul Aziz Mahmud

(1977). The questionnaires were accepted after a

third revision and consuitations with the author's chief

supervisor.

Bumiputra Entrepreneur Research Questionnaire Two (BERQ-two)

As far as the author knows there was no precedent reg ing

the format and items used in BERQ-t tef interview officials

regarding bumiputra entrepreneur

which had been employed in thi

a)

b)

c)

he questionnaire

search comprised three

part one ask@ackground of officials, especially theit
experience 1nd he nature of their jobs;

part, t ked the officials to rate the general ability of
the bumiputra entrepreneurs in office management, personnel
management, public relations, financial management,

and marketing;

part three asked the officials their opinions regarding the
magnitude of the problems faced by the bumiputra
entrepreneurs, based on similar items presented to

the entrepreneurs in BERQ-one.

BERQ-two was pre-tested in the State of Kelantan among the

target population. Comments made by the officials regarding



their suiltability were considered in the subsequent revisions
and were finalized atter consultation with the chief supervisor.
The questionnaires were in Bahasa Malaysia, although the
interviews tended to be both in Bahasa Malaysia and English.
This was because English used to be the official language

in Malaysia, and the officials comprised mainly the English-

educated generation of Malaysians, who were at least bilingual.

6.2 Sampling

6.2.1 Selection of Bumiputra Entrepreneurs

A number of choices was available forQthis author to select
the sample of bumiputra busines sons; from the record
of the Registrar of Businesses Nor the town council lists

i .
ol licences issued at y & 5 times, However, a number
of reasons favoured t lection from a list of MARA
loanees in the St@ate ®f Kelantan.

(%

In a coun stich as Malaysia where officialdom is still held
in high respect, it is necessary to be seen to have the backing
of an established institution. MARA for instance is well
known among the bumiputrasespecially in rural areas. It
is the 'people's bank', 'a place where their children obtain

scholarship to continue their education'; it is everything

that is associated with bumiputra interests.

Al though MARA has been giving out small business loans since
its RIDA days in 1951, the only substantial research was

made by Charlesworth in 1874, For example, between 1951
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and 1976 MARA has loaned a total cf $191.024 million,

covering 45,816 projects, with repayments of only $16%.42 million
(Prime Minister's Department, ICU)T This study affords

an opportunity to obtain some feedback regarding MARA loanees.

Besides, MARA had a ready list of loanees classified according

to business categories and districts in Kelantan.

The fact that loanees were obliged to repay their loans
would have encouraged MARA officers to obtain more reliable
addresses of the l%anees. Finally, by any standards ~~rtaining
to business size, MARA loanees were def ly small business
persons, as MARA does not directly p¥bvide loans in excess
of $50,000. Although variousl fined, the ceiling for
small-scale enterprises in Ma ia is a nett asset of

.

$250,000, a criterion K & y the Small Business Loans Section,

Citibank, Kuala Lumpu 1g Ah Tin, 1981:41).

The State of % tan was chosen bécause of the author's
familiari%h its geography and people. This was thought
to be advantageous in terms of co-operation and locating
addresses. Apart from that, the Kelantanese were widely
believed to be more entrepreneurial than their counterparts
in other Malaysian states (Mohd. Fauzi Yaakub, 1978) even
though they are largely rural, and the least developed of
all the Malaysian states in Peninsular Malaysia, For
example, Charlesworth (1974) found Kelantan to rank second
in the number of entrepreneurs. Also, an incident was
related to me by my own father concerning a taxicab driver
who unknowingly remarked tc his Kelantanese passengers that

1

communication



the Kelantanese were Malaysia's number two Chinese.

Because the computer lists of MARA loanees were arranged
by district and industry and not in either alphabetical
order or size of loans, the names of loanees were found
to be randomly ordered. However, to ensure this, the
author, through a simple procedure of picking out every
fifth name by district and industry obtained an initial
sample of 120, comprising the retail, service, construction
and manufacturing fndustries covering eight administrative
districts (see map on page iv). Although 120 addresses
were located, only 92 were finally inferviewed owing to
deaths, inaccurate descriptions\f\Vindustrial groupings
owing to changes in business s involved, and transfers
P
to other places withou’ ’K arding addresses. However,
the sample chosen was intended to represent the whole

country nor the ;tat of Kelantan. Instead, it was a
d

study of a se group of small enterprises among MARA
loanees 1 State of Kelantan. The sample comprised

the following number of businesses and industries:

Retail 20 Construction 17

Service 30 Manufacturing 25

The details for each industry are given in the following:



Description¥*

Retail business:

Description® Number

Service business:

stationers 2 mechanical, welding,
electrical 1 spray painting 5
apparel 2 lorry transport 1
general provisions 9 tailoring 6
fruiterer 1 beauty salon/
furniture 2 hairdresser 3
crockery 1 light engineering 4
footwear 2 restaurant 6

photography 2

Manufacturing: electrical, radio
repairs 2
furniture 4 tyre service 1
brickmaker 5
food products 8 Construction: 17
goldsmith 2
wood products {(charcoal)3 (all were building contractors
kite making 1 holding class F licences i.e.
upholstery 1 work valued 0; 000 and $100,000
batik 1 and below xQ.jwely)
* {The classifications were based on MARA' Eategorles)

The number of businesses accordlng\\ town council districts

covered in this study were as

Distrdc Number
Kota Bharu ate capital) 30
Pasir Mas 11
Tumpat 12
Tanah Merah 13
Machang 11
Kuala Krai 1
Pasir Puteh } 6

Bachok : 8
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6.2.2 Selection of Officials

The list of officials interviewed was obtained

from the telephone listings of government departments
whose functions in relation to the promotion of bumiputra
entrepreneurship were indicated in the second, third

and fourth Malaysia plan books. Until the actual
interviews only the designation of the officials was
known to this author. Similarly, officials in the
private sector whi%h were mainly bankers were known

by their designations. None of the off%s was
@ the sake

previously known to the interviewer.

of confidentiality only the f@ist is given
.

here:

NN\
12 MARA officers in K ;:?Vh Selangor, the Federal Territory

and MARA headquartersy

23 governmen icers from the Ministry of Trade and
Industry, e Prime Minister's Department, the

Public Works Department, the State Economic Development
Corporation, the Ministry of Youth, Culture and Sports,

the National Productivity Centre, Urban Development Authority,

and the Malaysian Industrial and Development Finance Authority;

9 officials from the private sector including officers
from Bank Bumiputra, Overseas Chinese Bank, Development Bank,
the National Chamber of Commerce, and the

Credit Guarantee Corporation.

In addition to the above information, 23 of the officials




were working at the state level in Kelantan, 2

in Selangor, 3 in the capital territory of Kuala Lumpur,
and 16 were operating at the national level covering

the whole country. Their list of duties varied

but included at least one or a combination of

these: advice and consultancy, loan processing,
training, enforcement, licensing, and planning.

Their total work experience ranged between as

little as two years to twenty years in different

jobs.

6.3 Data Collection QE

As indicated in the above, empirical da Eoncerning bumiputra

-~
entrepreneurs have been obtained'tErou h two sources:

N

a) through the author' nal interviews with bumiputra
business per SOHW
b) through th r's personal interviews with bumiputra

officials.

The interviews were based on structured interview schedules
designed for use separately with the entrepreneurs and

the officials. Using Bumiputra Entrepreneur Research
Questionnaire One (BERQ-one), the following were obtained

regarding the bumiputra entrepreneurs:

a) data on personal and business background;

b) data on record keeping and relevant management practice;



~123~

c) data on specific business problems;
d) data on training needs;
e) data on suggestions for assisting bumiputra entrepreneurs.

Information regarding bumiputra entrepreneurs was supplemented
by data obtained from officials through the

Bumiputra Entrepreneur Research Questionnaire Two

(BERQ-two). These data include:

a) officials' ratings on bumiputra a sEln five main

aspects of business management;

b) officials' perception regardin miputra business
problems; 0
c) officials' suggesti \ assisting bumiputra

entrepreneurs.

’0

A total of 136 p le were personally interviewed by
the author. They comprised 92 bumiputra entrepreneurs and
44 bumiputra officials. The interviews with the entrepreneurs

were conducted on their business premises during daylight
hours when they were available or in the evenings between
eight and ten o'clock at their homes, which in most cases
were the same place as their wo;k. In the case of
entrepreneurs in the construction Industry the interviews
were mainly conducted in their homes as they had

no office. The interviews with government officials

were held in their offices during office hours.



6.4

- Y-

Apart from writing the responses on structures questionnaires,
the interviews were recorded on taperecorders, each taking
between 45 minutes and 1% hours, Throughout the research,
only one official disallowed the use of a taperecorder.

The main purpose of the taperecorder was to pick up

more data supplementing the questionnaire. The total

time recorded on tapce exceeded 100 hours. These were
listened to and edited not only for further information

but also to check on the responses originally filled

by the author in the queslionnaires. The author also

undertook to maintain confidentiality with re? to

all data obtained in the interview. To this,

no names have been mentioned anywhere, o e. It

was agreed that the ofttclals and L repreneurs were
- .

to be addressed as only 'you' ¢ er than their proper

L 4 \
names throughout the record %\:erviews.

Data Processing

N-
{
The responses reddrdéd in the interview schedules
were counted for their frequency according to the four
industries concerned, i.e. retail, service, manufacturing
and construction, as well as in aggregate terms.
The responses that were recorded on taperecorders were
used to check and supplement the written responses not
previously anticipated. Owing to the smallness of the
sample some of the original variables had to be collapsed
to allow for meaningful interpretations. Similarly,
additional variables and scales were constructed.

Most of the variables used were self-explanatory and



are given in Appendix 12; some which require explanation

are described in the following.

6.4.1 Definition of Variables in BERQ-one

a)

b)

c)

Urban - Rural

In this thesis 'urban entrepreneurs' refers to their
proximity to the state capital of Kota Bharu, rather
than the criterion of 10,000 people used to classify
urban towns. Due largely to the rural character

of the State of Kelantan, the degree of proximity

to most business facilities in Q tate capital
was a preferred index. in terms

of proximity to the sta 1, entrepreneurs
with businesses Bh ru, Pasir Mas

and Tumpat (the Y@st being 17 miles

from the capi re clagsified as

urban, an hers — Machang, Kuala Krai,

Pasir @and Bachok - were classified

as rur (the nearest being 22 miles from

the capital).

Sole ownership - Partnership

Those businesses that were jointly owned by two or
more persons were considered to be a partnership,
However, in cases where the wife or the husband
gave a helping hand;(they were considered

to be 'sole ownership'.

Primary education = Secondary education

Those entrepreneurs who had six years of primary schooling




d)

e)

£)

h)

or less were considered to have had only primary
education; the rest were classified as having

had secondary education.

Business father -~ Non-buginess father

Those entrepreneurs whose fathers operated their own
business or were engaged in business activities were
classified as having fathers in business; others

were not. The same criterion was applied to business

mother-non-business mother.

Government employment - Private oyment

Those who had been in the gov nt service including the
armed forces immediately pri the present business were
classified as having ha nment employment as their

previous job; other ere classified as privately employed.
'§\E

Those entrgptenetirs who had some training or business

Trained -~ Untra

qualific s prior to entering business or after
beingMn business were classified as trained; others
were classified as untrained. The same criterion
was used for pre-business training and post-business

training.

Advice - No advice

Those entrepreneurs who said. they sought advice regarding
their business from whatever sources were classified
as having received advice; others were not (no

advice).

3eginners - Non-~beginners

Those entrepreneurs who were in business on their
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3

own for the first time were classified as beginners;

others were classified as non-beginners.

Motive income - Motive achievement

Those entrepreneurs whose motive for being in business
was for better income were classified as motive
income; and those who mentioned independence or

achievement were classified as motive achievement.

Growth index

The growth index for each business was calculated

utilizing the information regar thhe initial

and present value of the cap 1Ngiven by the entrepreneurs
as well as the number of_ i 1 and subsequent
number of paid employees. By calculating the annual

.

growth rate afteﬂ% ing the rate of inflation
based on the ice index for Malaysia obtained

in the Interhational Financial Statistics (IMF, 1982)

the av !Etrannual growth rate for each industry

was obgained as follows: service industry 34.9%,
manufacturing industry 33.2%, construction industry
21.5%, and retail industry 89.87%. Excluding those
firms of less than one year old, firms with annual
growth rates that equalled or exceeded the annual
growth rate of its own industry Weré classified

as having experienced growth; others were not.
However, a further Aefinition regarding growth was
included, i.e. 'most growth', 'moderate growth', and

'least growth' described as follows.



k)

Most-growth were firms who qualified as growth firms
described in the above but who also indicated an

expansion through an increase in the number of paid

labour torce.

Moderate—growth were firms who qualified to be considered

growth firms but who did not show an increase in

the number ot paid employees.

Least—growth were firms who did not qualify to be

classified as 'growth firms' even on the first count

It is significant that alg %rowth criteria used did

as already described.

not take into account ological improvements which
may have resulted i%\&f.increase in the number of paid

2 \
employees. In ﬁg; ase, although this kind of information
was not readi ailable, any kind of technological
improveme%\&ghat took place would have been
mentio ven in passing by the entrepreneurs during

the interviews.

Business—-records, business—procblems, training-—-needs

Information regarding record keeping, business problems,
and training needs were collapsed into dichotomous

variables. These are described as follows:

Business-records. All those who kept various business

records regardless of their frequency were classified
as having kept them as copposed to those who did

not keep them at all.



Business—-problems. All those who reported problems as
small in the respectivg items were classified as having
no problems as opposed to those who reported their
problems as medium and big in which case they were

classified as having a problem.

Training-needs. All those who mentioned 'most needed’

and 'needed' were classified as 'needed' compared
to those who mentioned they did not need any training

at all in the courses mentioned.

6.4.2 Definition of Variables in BERQ-two E

a)

b)

c)

MARA cfficials - non M&Efficials

A J .
&werking as MARA officials but

Those officials who we
belonged to eltheg ﬂﬁj;overnment or private sector were

classified as @x}\ officials.

State offi Federal officials

Those o als who were in charge at state level
regardléss of their employers were classified as
state officials; the others whose duties covered
the whole country were deemed to be federal

officials.

Senior officials - Junior officials

Those officials who had been in service at least five years
were classified as éenior officials; the others as juniocr
officials. This is based on the fact that in the
Malaysian government service an officer does not

usually get promoted to a senior position until after




five years of service, Promotion is very much

based on seniority in service.

d) Government officials - Frivate officials

Those officials who were in government service at the time
of the interview were classified as government officials
and that included quasi-goverument institutions as

well; the others were private officials.

e) Trainers -~ Mon—trainers

Those officials who were directly involved in training
as part of their duties were classdfied as trainers;

the others were non—-trainers.

6.4.3 Construction of Scales: 'Busi ecords', 'Business—-Problems',

»

'"Training-Needs', 'Offici blems' and 'Official-Attitudes'

.
(BERQ-one and BERQ-two \

The dichotomous a\kﬁxe of the data, their skewed distribution
and the small &ar of subjects in subgroups may make long
scales and analysis by individual items unreliable. In
order to allow for the use of further statistical tests

to supplement the main qualitative analysis, scales were
constructed in respect of 'business~records', 'business-
problems', 'training-needs', 'official-problems' and 'official=-~
attitudes'. The use of scale formation would reduce the
number of variables and anélysis and would help increase

the reliability of the dichotomies. The scales which
comprised the items and scoring method described in the
following were checked for their reliabilities using the

KR-20 formula (Nie et al., 1975).



a)

b)

c)

Business-record scale in BERQ-one

A score of 1 was assigned to each of the positive responses
and O to each of the negative responses on each of the

following items in the 'business-record scale':

a. kept income records g. prepared profit & loss account
b. kept debt records h. prepared balance sheets

¢. kept travel records i. prepared cash flows

d. kept stock records j. compared sales with expenses

e. kept expenditure records k. surveyed prices.

The reliability coefficient obtained was 0.79.

Business—problem scale in BERQ@Q

A score of 1 was assigned t a of the following items in
Eh

the 'business-problem s@ ere there was a problem , and
0 where there was no problem:

.
a. laws and regulg\ete g. political interference
i ~\gys

b. bureaucra h. availability of skilled
personnel
c. supplies
‘\l:' i. business consultations
d. mo ;‘E;»
j. prejudice
e. C etition with
govérnment agencies k. corruption
f. access to loans 1. access to long~term loans.

The reliability coefficient obtained was 0.67.

Training-need scale in BERQ-one

A score of 1 was assigned to each of the following

items in the 'training—need‘scale' where training was
needed, and a scoré of 0 where training was not needed:

a. sales d. bookkeeping

b. advertising e. loan application procedures

¢. purchasing f. capital management




g. business planning k. government rules and
regulations
h. credit and debts
management 1. income tax management
i. personnel management m. business law.

j. stock management

The reliability coefficient obtained was 0.82.

d) Official-problem scale in BERQ-two

A score of 1 was assigned to each of the following items in
the 'official-problem scale' where there was a problem, and

0 where thepg was no problem at all:

a. laws and regulations f. business consultations
b. bureaucratic delays judice
c. supplies orruption

d. monopolies @ . working capital

e. political interﬁe&s:se j. Inadequate preparation.

S
The reliabilit ’%&ic ient obtained was 0.61.

e) Official-attitude scale in BERQ—two

Where t‘b ficials rated bumiputra ability to be 'excellent’
'a g or 'better' a score of 1 was assigned to each

of the following items in the 'official-attitude scale',

otherwise a score of 0 was given to abilities rated

as poor:
a. office management d. financial management
b. personnel management e. marketing management,

c. public relations

The reliability coéfficient obtained was 0.60.

lthough the reliability coefficients obtained for all the

scales in BERQ-one were satisfactory and high, those obtained



in BERQ~-two were relatively low. However, unlike BERG-one,

the scales in BERQ-two were designed to identify particular
problems and weaknesses within each of the scales, and hence

a strong relationship between items, though desirable, is

not critical. In fact the low coefficient values obtained

in BERQ~-two strongly suggests that it may not be accurate to
generalize bumiputra abilities and problems without examining
the different ability or problem aspects that occur in different
magnitudes. This possibility will be further discussed

in Chapter 7 regarding the results of this research.

Statistical Analysis E

The information from the intervi descrlbed in the above

was initially analysed for basi requency counts and distribution

on the IBM 4341 compthz\N ictoria University of Wellington.

Subsequently the files e transferred to the Prime Computer

at Massey Univegrsiyty, Walmerston North.

QO
Further st stlical analysis to test the relationship between the
variables within BERQ-one and BERQ-two shown in Tables 6.1 and 6.2
respectively were made treating the sample as one larger group of
bumiputra entrepreneurs. But even so the numbers in the subgroups
as defined for each variable were still small and uneven. In
view of these and their ordinal level measures, non-—parametric
statistics (i.e. the Mann-Whitney U test) were applied using
the SPSS version 9 (Nie et al., 1975). A 2-tailed test was
used with an accepted criterion level of significance of
p = 0.01. In cases where the criterion level was obtained,

further analysis ot the items in the scales employed were




Table 6.1

Variables Analysed in BERQ-one

‘ndependen=

Business- Business- Training-

- Growth- Big growth- Moderate growth- Most rowth—l
Varlables Practice Problem Needs No growth Mode%a%e rowth No gr ith L X tg r wthi
Scale Scale Scale &% ’ & 0 BIO east gro |
Urban-Rural X X X P X X X f
Members of |
association~
Non-members X X X X X
Primary < }
education~
Secondary X X X X X
Business father-
Non-business X X X X X X
Government
occupation~Private X X X \ X X X X
Trained-Untrained X X X X X X X
Advice-No advice X X $ p b X D
Beginners- @'
Non-beginners X X X X p:d X X
Motive income- !
Motive achievement X X X F
Growth-No growth X X X i
Big growth- i
Moderate growth X X X ;
Moderate growth- |
No growth X P X |
Most-least growth X X X




Table 6,2

Variables Analysed in BERQ-two

Tr.dependent
Variables

Business attitudes scale

Business problems

MARA officials-nonMARA

Statg officials~federal
Senior officials-junior.
Go&ernment officials-private

‘Trainers-nontrainers

?
&

X

"<1Q | B



made, employing the chi-square. In the latter case the
criterion level of significance set was p < 0.05. The
chi-square statistic was also used to compare business problems

perceived by officials and entrepreneurs.

6.5 Research Problems

Some of the problems encountered by the author in
the present study have been identified by earlier researchers

also, for example Brislin, Lonner and Thorndike (1973),

and Hashim (1976). These problems had been icipated
and are reported here not only as a guide @éer researchers
in similar fields but also to serve as t aids in

the interpretation of the findings.

.

The author spent almost eight\\ s, July 1981-February 1982,
N\

in Malaysia. Two of th ths were spent researching
the local literature, d at least one month was lost
due to floods and égg}ﬁg for access to the list of MARA
loanees. Such aNlength of time naturally incurred a
lot of costs in terms of accommodation, food and transportation.
Yet the number interviewed were 92 entrepreneurs and
44 officials - a total of 136 persons. Personal interviews
by the author himself were preferred as they maximized
interviewer reliability. Also first-hand experience and
insights into the circumstances surrounding bumiputra
businesses were gained. Exceét for Popenoe (1970), all
the other studies on bumiputra entrepreneurship cited
throughout this thesis made use of either mailed questionnaires

or employed research assistants to do the interviews.



Some of the insights that would have been gained by the
researcher might have been lost if the interviews had
not been carried out by the author himself, although
the number in the sample could have been significantly

increased.

The main problem was locating the addresses of MARA loanees,
which were not always accurate even though they were given
in the MARA records. A number of entrepreneurs did not
live at the given addresses which the author felt were
given to satisfy bureaucratic requirements. loanees
were not identified by their given names Q!heir social
names in the villages, making it morepd icult to locate
them. Others were found to have s hed their businesses

into different industries fr &se listed by MARA, and
*

when located were no longe & ant to the sample.

In Malaysia, especi%*in rural areas, there is no proper

address or roadd stem. Because telephones are rare
in villages, there is no way that appointments can be
arranged. One has to take a chance at meeting the subjects

or to arrange for another appointment if they are busy

or not at home, The worst among them were the contractors
who were on sites wherever their projects were, One had
to keep chasing them. Because of these problems an average

distance travelled each day was about 90 kilometres, and
successful meetings averaged 3-4 entrepreneurs in a six-day
working week. The author travelled at least 15,000 kilometres

over the whole pceriod and that excluded walking distances



CHAPTER 7

RESULTS AND DISCUSSION

7. Organization of Results

Information on MARA loanees interviewed and on the subject of bumiputra

entrepreneurs obtained from bumiputra officials has been analysed to

enable the author to describe the following :

a) the personal and business profiles of the bumiputra entrepreneurs

both as a group as well as according to the vtis of industries;

b) a profile of bumiputra business practice abilities;

c) a profile of bumiputra business p 1 ;

d) buniputra preference for bu’&‘%onrses and other needs
N\
Data obtained from separate Ii&ews with 44 bumiputra officials
were used to supplement % ompare with those of the entrepreneurs.
In a pioneerin esearch of this kind, it is inevitable that
the data obtained are subject to certain limitations owing to
the problems described in the previous chapter. Apart from the

constraints mentioned, the results of this study should be able

to fulfil the objectives outlines in Chapter 1. These were as
follows:
a) to provide understanding concérning the development of an

indigenous bumiputra entrepreneurship;

b) to narrow the knowledge gap between government departments

and agencies and those they are supposed to serve.




It is also intended that the results of this study will fulfil
academic interests as well as find some practical applications
particularly in the field of entrepreneurial training and develop-
ment in Malaysia.

The results in this chapter are organized in two parts:
the first part presents the results of the qualitative analysis;
the second presents the results of the quantitative analysis.
However, the results presented are largely qualitative, and only
in an exploratory manner did the author try to quantify some of
the information, to look fqg certain trends and possible relation-—-

ships between variables which have been identifi for the study.

Part One: Results of the Qualitative Anal)?.a

7.1 The Pexsonal and Business Profile® Bumiputra Entrepreneurs
A
.

7.1.1 Sex, Age, Parenta xround, Mobility

As shown in Tagble

bumiputras% largely male-dominated (847 compared to

7.1 entrepreneurial pursuits among the

167% fé esy) . In the construction industry male domination

was 100%. The presence of female entrepreneurs in
other industries, particularly in retailing, could

be due to factors of convenience where owner—dwelling
retail premises were a common feature in Malaysia.
Inspection of the original data shows that the
presence of female entrepreneurs in the service

and manufacturing industries could possibly

be due to their domestic character such

as food processing and tailoring.
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Table 7.1

The Distribution of Bumiputra Entrepreneurs by Sex

Sex
Industries Male Female
No. % No. %

Service 24 80 6 20
Construction 17 100 0 4]
Manufacturing 22 88 3 12
Retail 14 70 6 E 30
All industries 77 84 16

0‘\l:.
Although the ages of & ntrepreneurs ranged between 21 and
85 years, with a med4an age of 39.5 years, the results in
Table 7.2 sho@kt most of the entrepreneurs belonged to
the 31-4 1-55 age groups. This relatively high age
group could be due to the fact that at least a third of them

were in business for at least the second time, as shown in

Table 7.7.

Table 7.2 also shows that entrepreneurs in the construction
and manufacturing industries were older, with a median

age of 43.0 years. One éxplanation for this age
difference could be the relative success among entrepreneurs
in the construction and manufacturing industries.

They therefore stayed on much longer, possibly assisted




by a boom in the construction industry arising from

developments associated with the five-yearly

Malaysia Development Plans which began in 1965 with

the

First Malaysia Plan, 1965-1970 {inferred from various

Malaycia Plan books).

Table 7.2

The Distribution of Bumiputra Entrepreneurs by Age Groups

Age Groups in Years

Industries <30 31240 41-55 >55 Mean | Median
. Age Age

(yr.) | (yr.)

No. % No. % No. % Q %

Service 9 30 | 11 37 9 o;f "1 3136.2 34.5
Constructions 1 6 5 29 8 3 18 | 47.7 43.0
Manufacturing 4 16 7 28 ’% 32 6 24 | 43.8 43.0

* ‘\‘

Retail 4 20 9 S 25 2 10} 38.9 37.0

All 18 20 35 | 30 33 | 12 13 | 41.0 39.5

industries

Table 7.3 shows that 447 of the entrepreneurs had

fathers who owned a business,

and

centage of them (46%) had fathers

income from 'village work', which
agriculture or at best possessing

skills like carpentry.

Only 10%

an almost equal per-

who derived t
usually means
some manual

of the

fathers were reported to be on regular salary.

The results generally show that a substantial

proportion of the entrepreneurs were of

heir




Table 7.3

The Income Sources of Parents of the Bumiputra Entrepreneurs

Sources of Income

—

Own Government Village Full-time

business employment work housewife
Industries

~'

B

Father Mother Mother

72

Father Mother Father Mo LV(
igv

No. % No. 7% No. % $ pA No. % ! No. No., 7

e

’ *.,
Service 100 36| 9 320 4 g\ o o0 | 14 50, 14 50| 5 18

Construction| 7 44 4 24 6 0 0 8 50 § 12 71 1 6
ﬂ\b

Manu- 11 4k | 8 3?), 0 o o o | 14 sl 15 60| 2 8

facturing

Retail 11 ss | 11 \2; 4 20 0 0 5 25 6 30 3 15

All

. , 39 44 32 36 9 10 0 0 41 46 47 52 11 12
industries




agricultural background, a confirmation of Charlesworth
(1974) who reported Malay entrepreneurs to be of

largely rural origins.

Al though the index used in this study was not refined
enough, it provides some indications regarding the

mobility of the entrepreneurs. This is shown in

Table 7.4. While 45% of the entrepreneurs said

they were locals, i.e. belonged to the place of

work, 55% of themswere originally from other places.

The percentage of non-locals was higher?the construction
and retail industries. In this r%‘ the results

show that as a group the entrepre S were quite

mobile. Similar findings r ing mobility

have been reported by po%‘ (1970) regarding the
TS

more motivated Minan aﬁ‘ of Sumatra who emigrated

in search of better ortunities. Additionally,
for the bumip}Z%t might be easier to
start a sd s as a non-local in view

of a more tdlerable Malay attitude towards

outsiders (Afifudin Haji Omar, 1973).

Schooling, Employment History, Business Attempts,

Business Motives, Business Thoughts

The highest level of formal schooling among the entrepreneurs
was up to the School Certificate or fifth form level

which corresponds to a minimum of 11 years at school.

Table 7.5, however, shows that 627% of the entrepreneurs

had only up to primary level education, including 147%




Table 7.4

The Mobility Index of Bumiputra Entrepreneurs

—
Mobility Index
(1) (2) (3 (4)
Self or Self or
parents parents All near™® Some near *
from from relatives relatives
business other in outside
place places Kelantan Kelantan
Industries (locals) (non—-local)
No. % 4 No. % No. % No. %
Service 14 50 14 50 Q~E 81 5 19
Construction 6 35 11 65 100 0 0
Manufacturing 13 54 11 13 54 11 46
Retail 7 37 12 .%3 16 84 3 16
W
s \
R . 40 45 55 68 78 19 22
industries
Pl |

* up to first cousin @t
whoNdeveér went to school at all. Their low
level of schooling was true across all industries

with a median of 6.0 years.

Early school withdrawals among entrepreneurs
in the United States were seen by Collins and
Moore (1970) to be due to frustration with the
establishment, and‘werg voluntary. However
in Malaysia it could be due to the absence

of educational opportunities rather than

voluntary withdrawals, because until the



The Levels of Schooling Among Bumiputra Entrepreneurs

Level of Schooling

R Without . Lower Upper Years of
Industries schooling Primary secondary | secondary | schooling
No. % No. % No. % No. % Mean Median
Service 4 13 11 37 4 13 11 37 7.0 7.5
™ —— L
Construc 2 12 8 47 1 6 6 35 | 6.5 6.0
tion
Manu- 6 24 |15 60| 2 8 @E 8 | 4.6 3.0
facturing
Retail 1 5 10 50 1 \SVB 40 7.6 6.0
ALl 113 14 | 44 48 27 29 | 6.4 6.0
industries

past two

sever

)@*" school children were subjected to

es of public examinations before they

could proceed to various stages prior to the fifth

form.

schools were rare in
them were in faraway

geographically quite

In the early

the villages,

inaccessible.

vears after Malaysia's independence
and most of
towns, thus making‘them

The relatively

lower level of schooling attained by entrepreneurs

in this study cannot be said

In fact,

Malaysians coming from a low

status and rural backgrounds

the pattern was the

same for all
socio—economic

{Murad report,

to be atypical.




1973). Said Lai Ah Eng (1982:566), "The harsh
reality of poverty and the extremely limited
employment opportunities make dropping-out of

school a realistic choice for poor children."

The low level of educational attainment could perhaps
explain the kind of employment history of the entrepreneurs
shown in Table 7.6. Their academic qualifications

were unsuited for managerial-type employment which

could have prépared them better for their chosen

lines of business. Inspection on%iginal
data shows that those entrepremeu who had
been previously employed e@é’n the government,
. armed forces or private fir were mostly
X3

blue—-collar workers,\& meagre income.

able 7.6

The Employment ory of Bumiputra Entrepreneurs

Previous Employer
. C N Armed Private Self- Un-

Industries overnmen Forces Firms Employed employed

No. % No. 7% No. % No. % No. %
Service 3 10 2 7 14 47 11 37 (0] 0
Construc= 6 135 1 6 6 35 3 18 | 1 6
tion
Manu- 0 0 0o 0 9 36| 16 64 0 0
facturing
Retail 7 35 0 0 5 25 7 35 1 5
All ) 16 17 3 3 34 371 37 40 2 2
industries




Table 7.7

The Frequency of Business Attempts made by Bumiputra Entrepreneurs

No. of Attempts

Industr i Beginners Second More than
naustr1es & ‘ attempt twice

No. % No. % No. %
Service 21 70 7 23 2 7
Construction 10 594 4 24 3 18
Manufacturing | 15 60 7 28 ?& 12
Retail 12 60 8 40 0 0]
All .

63 2

industries 58 6 & 8 9

N
.

.\\*
N

In view of > ow level of educational attainment

and thei nimpressive employment history, the

entr 1%&\1‘5 did not appear to have any choice

but €0 start their own business in order to

improve themselves. And for those who had

no previous employment, it was the only choice.

This could possibly explain why the entrepreneurs

shown in Table 7.7 tended to stay on even

if they had to start anew.

The facts that in Table 7.8 457 of them mentioned
'better income', and 23% mentioned 'work opportunity'
as theilr motives for being in business are

further testimonies regarding the employment



dilemma faced by the c¢utreprencurs. A significant
point to note here is that in Malaysia the government
does not provide unemployment benefits. Everyone

has to earn a living. Said one entrepreneur:

The idea of business is to get a better

income than earning a salary. For example,

a regular salary of $100 is not likely

to increase. In business you may earn

$200 or $150. I do not have the qualifications
to ecarn a good salary.

Surprisingly, only two entrepreneurs mentioned 'achievement'
as their motive for being in business wever,
including 'sense of independence’ amily tradition'
only 30% of the entrepreneurs@ to business

for® other than 'work rela redsons.

The results show t than two-thirds of the
entrepreneurs e classified as 'forced' into
entrepreneur % Al though, as Storey (1982) found
out, this w not necessarily bad, the results in
this study show that only one-third of the bumiputras
went into business for the 'right reasons', i.e.

due to the desire to achieve (e.g. Schumpeter, 1934;

McClelland, 1961).

Table 7.8 also indicates that as far as business ventures
were concerned, the majo?ity of the bumiputra entrepreneurs
in this study were not influenced by family tradition

as only 2% of them indicated the latter to be.

One explanation for this could possibly be the small



nature of bumiputra businesses,

worthwhile ventures.

To be attractive,

instil some confidence in the incumbent.

7.8

Table /.8

The Business Objectives of Bumiputra Entrepreneurs

which may not be considered

the business must

Business Objectives
> . "ns » £ ! se Tami

Industries Better se?se 3] 1 Sense of‘ Iam%ly Work ' Others

incomejachievement| independencel tradition |Jopportunities

No. % No. % No. % No. % No. % No. 7%
Service 13 43 0] 0 12 4 13 1 3
Lgnstruc— 6 35 ] 6 5 0 5 29 0 0
tion
Manu- 12 48| o 0 4,| 1 0 8 32 1 4
facturing .
Retail 10 50 1 5 ® 15 2 10 4 20 o 0

N

AL gy as| 2 sz\ 24 26 | 2 2 21 23 2 2
industries N

Further,

@\"

th

results in Table 7.9 show that 617 of the

entrepreneurs thought about a business of their own during

adulthood (defined as after they had left school to earn

a living);

about one-third of the entrepreneurs said

they had thought about starting their own business

during childhood (while they were at school).

This

may be taken to mean that for a significant number

of the entrepreneurs in this study, the world of

business is detached from childhood.

This

was

more likely to happen because they could not get




Table 7.9

Initial Business Thoughts among Bumiputra Entrepreneurs

—
Period
' |
Industries Childhood i Adulthood
'r
No. % No %
Service 12 40 18 60
Construction 7 p 41 10 59
Manufacturing 9 36 16 v 64
Retail 8 40 1 60
All dindustries 36 39 6 61

N
.\\
other jo@lew of their low levels of education.
In th*'slres ect Abdul Aziz Mahmud (1977) was
f i% curate in his remarks that "unlike the

inése, the world of business was not as common

to the Malay children".

Business Training, Sources of Business Advice,

Membership of Business Association

According to Collins and Moore (1970) real training
for the entrepreneurial >types did not take place
inside the classrooms, it took place outside

the four walls. However, as indicated in

Chapter 6 (Abdul Aziz Mahmud, 1977) and in

the earlier chapters regarding bumiputra



entrepreneurship, the latter do not have the
necessary infrastructure within their own culture
to cultivate business training apart from attending
formal classes. The results of the present
study in Table 7.10 show that slightly
less than half of the entrepreneurs had
no kind of business training at all, This
is quite disturbing, although the percentage
without training (53%) is much lower than
those reported by Charlesworth (1974) at 70%.
The differences are more noti le between
industries led by the man %g industry
with 72% untrained, fqQll by retail with
607% untrained, ser th 53% untrained,
and the constru@\&?g industry with 187 untrained.

‘N

N

T 7.10

Business Trainin eived by Bumiputra Entrepreneurs

Training Received
, Pre-business Post-business Total exposed to
Industries . . . . ..
training training training
With Without (With Without | Trained Untrained
- .

No. % No. % No. % No. % No. % No. 7%
Service 8 27 22 731 10 33 20 67 | 14 43 16 53
Construc- 5 29 12 71} 13 76 4 24|14 82 3 18
tion .
Manu- 2 8 23 92 7 28 18 72| 7 28 18 72
facturing
Retail 2 10 18 90 7 35 13 65 8 40 12 60
éll . 17 18 75 821 37 40 55 601 43 47 49 53
industries




More disturbing is the fact that 82% of the entrepreneurs

shown in Table 7.10 went into business without

any pre-business training, and such high percentages were true
for all industries. Without the necessary

experience, the risks faced by the bumiputra

entrepreneurs were certainly to be greater

for those who had no business training or

qualifications.

The absence of *A business culture for the bumiputras
to fulfil their training needs can be her
demonstrated by their heavy relia%\ government
agencies. These are shown les 7.11 and 7.12.
,In fact the demand for busi training provided

by the government wa’ ’%Peat that an officer

from the Public Wo partment interviewed

in this study had his to say: "We can't fulfil

the demand usiness courses made by contractors.

At bes an meet 30 participants at each course."

Among other sources of training only one entrepreneur
mentioned he had some business training when he was at
the British army school in Singapore, and a

few of them had some apprenticeships with some

Chinese friends. The lack of business training

in the Malaysian schobi system can be identified

with that of Britain, described by BRannock

(1980:87) as follows:
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Table 7.11

The Sources of Pre-business Training Received by Bumiputra Entrepreneurs

Training Sources

Industries MARA PWD NPC PERNAS KKBS* Others

Service 4 50| 1 130 1 13, 0 0O 1 13 |1 13
Construc-

X 3 601 1 201 0 ol o O 0 o1l 1 20
tion W
Manu-

0 0 0 ;E"'

fac tur ing 0 0 of o O so | 1 50
Retail 2 100 O 01 0 0o} © 0 0] o 0
All . 5
S dustries | 9 53 2 1201 6 0 2 12| 3 18

The Sources of Post~bus§g4§2 Training Received by Bumiputra Entrepreneurs

Training Sources

Industries MARA PWD NPC PINNAS KKBS* Others

No. % No. 7% ! No. % No. % No. % No. VA
Service 6 60 0 0 1 10{ 0 0 1 10 2 20
Comstruc= 7 s4l 4 310 1 201 0 O o o 1 8
tion
Manu- s 711 o o] o- o] 0 o0 o o 2 29
facturing
Retail 13 43 o 04 O 0 2 29 0 of 2 29
?iéustries 7 19| 21 57| 4 11 2 5 2 51 1 3

]

*Kementer ian Kebudavaan Belia dan Sukan (Ministry of Culture,
Youth and Sports)



All we can say is that the educational system
in Britain in its broadest sense seems to
ourselves and to many observers to be more
remote from the influence of the wealth
creating sector of society than it

is in other country. This manifests

itscelt in primary education where children
are ill-prepared for the reality that

the majority will grow up to work in
private business of one kind or another ...
The practical arts of baking bread, filing
and drilling metal or even photo-etching
are seen in the British educational

process as activities for the academic
failure, not as an important part

of the learning process and as a means

to a satisfyling and probably more creative
alternative to a desk job.

In Malaysia, technical and business ation are

assoclated with the less gifted re mainly available

at vocational schools (see an Kabinet, 1979,
Cabinet Report on Educat Even as late as

N\
1971, a substantial’\k&r& of Malaysian children

*

had to sit for a

K rnal overseas examination
to obtain a bust ss qualification. In

1976, of *Etal 150,000 students in commercial
classes alaysia, only 10% were Malays

(Shaari’Isa, 1978).

It has been pointed out that the bumiputra entrepreneurs
in this study lacked the necessary managerial

experience as judged by their occupational history

or educational background. However, such short-
comings could have been compensated through other

means like training, advisory services, or through
exposure via business association membership.
Unfortunately, the results of this study show

that this was not the case. Instead, as shown




in Table 7.13, only 4%% of the bumiputra
entrepreneurs were members of any business
association and, in Table 7.14, 40%

of them said they received no business

advice.

Table 7.13

Membership of Business Associations among Bumiputra Entrepreneurs

Membership Status
Industries Member r No ber
No . % %
\ N4
Service 7 23 ‘Q\ 23 77
<.
Construction 14 ’K\$ 3 18
Manufacturing 11 @(\ 15 56
Retail 9 I 45 11 55
All industries 41 (b' 45 51 55

Although there are no written documents to suggest
that the Chinese are better organized in business,
it is a common feature that the Chinese would
form associations at the first opportunity

(see Popenoe, 1970). On the other hand, the
bumiputragdo not seeﬁ to have much respect for
associations even if they had one. One such
attitude is reflected in the following statement

made by an entrepreneur in this study:
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Table 7.14

The Advice Seeking Activity among Bumiputra Entrepreneurs

Advice
Industries Sought advice No advice sought
No. % No. %
Service 18 60 12 40
Constructiorn] 14 82 3 18
Manu- 13 52 12 ?\ 48
facturing
Retail 10 50 02 50
éll . 45 60 37 40
industries
o 1
0‘\t:.
N
"“"Associations a t active. They do not give

any confidegﬁl:!o the members. Normally there

were no ns taken after any association meeting.'

In fact,%on the political scene, it is common practice
for standing Members of Parliament to pay the membership
fees of several hundred people present at political
meetings before the members were eligible to

vote. Although this is common knowledge in

Malaysia, again there is no written evidence

to demonstrate this practice.

Table 7.14 shows that 82% of the entrepreneurs in the
construction industry sought business advice, followed

in second, third, and fourth place by the manufacturing,



service, and retail industries. The entrepreneurs
in the construction industry, és Table 7.21
indicates, were also the most successful,

while entrepreneurs in the retail industry

were the least successful.

The bumiputra entrepreneurs in this study were not only

dependent on government agencies for their business training,
t

but also for their sources of business advice. However,

as shown in Tagble 7.15, government officials, who received

only 18% of mentions, came out a po econd as sources

of business advice, after busin@ iends. This
was really unsatisfactory, go&%’&ering that there

were government business cies in practically

all the districts hu’**ryalaysian state of
.
Kelantan. Advic !“ t from other professionals

such as account , lawyers, and bankers was

almost non:t\k?tent. The pattern regarding sources

of busin@gsSwadvice, however, is not wholly typical
of the bamiputra entrepreneurs in Malaysia. For

example, public awareness of government assistance
and programmes in some countries was, according

to Bannock (1980:93), still low:

Research results that are available confirm that
in all countries the level of awareness of what
governmenls are trying to do for small firms

and on the details of legislation affecting

them is low. This is inevitable given the
complexity of contemporary business life and

the limited time available to small business
proprietors.

In Britain, however, Bannock (1980:94) felt 'there




The Sources of Business Advice Obtained by Bumiputra

Table 7.15

Entrepreneur

S

Sources of Advice

. Busine Oto
Industries|Accountant| Lawyer Banker ?riZnZS Rela igfficials/ Total no. of responses
Agencies
No.* 7%*%| No.* 7**% | No,* 7**x|No.,* 7%*% No BEE L No.*  7k%
“$
Service o o1 5 |o o0 16.\Eg 2 10 |1 s 20
. 0\\
Construc= | g g | 0 o | 0 o0 &Q\ 63 | 3 19| 3 19 16
tion §
3
Hanu- o 0o {0 o 0\&- 750 | 3 21 | 4 29 14
facturing @
Retail 0 0 0 0 0 6 60 1 10 3 30 10
{Xll . 0 0 1 2 0 0 39 65 9 15 |11 18 60
industries
*number of responses

**percentage of responses




7.1.

~

O

is tremendous scope for better presentation of government
services and requirements'. In this study, a number
of officials interviewed felt the same about public
awareness of government business advisory services
in Malaysia. One of them said:
They [the entrepreneurs] do not know where to turn
to for advice. The information does not reach
the people. As an example, MARA means business
loans and nothing else when in actual fact
MARA offers other services as well including business
consultations.

More will be discussed regarding the availability of

businegs advisory services in an ;Esectlon on business

problems.

Business Origins, Year qf tablishment, Types of Ownership

Table 7.16 shows x\ 7% of the bumiputra entrepreneurs

started their o sinesses compared with only
10% who '%ted, and 57 who bought an existing
business 22he results in Table 7.16 fit in quite

well witR the results in Table 7.8 where the family

had little influence on the business careers of
bumiputra entrepreneurs, However, other possibilities
such as a high failure rate among them could have
denied the incumbent from business inheritance,

rather than the problem of succession like

that given by Jonathan Boswell (1972). Similarly,

due to their poor educati;n referred to earlier

in Table 7.5, the owners had no choice but

to stay with their firms rather than prepare




them for a smooth takeover by their offspring. It is also
likely that as relative newcomers into business and industry
(as indicated in Table 7.17 following), the bumiputra

firms were relatively young, and so the owners comprised

the first generation of bumiputragrather than their

offspringse.

The effect of government calls for bumiputra participation in

business and industry under Malaysia's New Economic Policy
*i

(NEP), begun in 1970, is reflected i?able 7.17. The

table shows that 78% of the fir is study were
established after the NEP was ed compared to
47 before independence, a between 1957 and 1969.

N

TS
*
Ta 6

The Origins of Bum Business Establishments
(b" Origin
Industries Self-starter Inherited Bought
No. 7% No. % No. 7%
Service 28 93 1 3 1 3
Construction 16 94 1 6 1 3
Manufacturing | 19 76 4 16 3 15
Retail 15 75 3 15 2 10
ALl 78 85 9 10 5 5
industries




Table 7.17

The Period of Starting Businesses among Bumiputra Entrepreneurs

Period

Industries Pre-1957 1957-1969 Post-1969
No. % No. 7 No. %
Service 1 3 4 13 25 83
Construction 0] 0] 5 29 12 71
Manufacturing 2 8 5 20 18 72
Retail 1 5 2 10 @% 7 85
A1l ‘ 4 4 16 @{Q 72 78
industries

A\
0‘\l:.
N
The data gi ir® Table 7.17 were generally true for

all indd&g&%ss. The table implies that

the efore and since independence,

195 o 1969, did not do much to attract

the bumiputras into business and industry.

The figures, however, speak for the quantitative
rather than the qualitative type of achievements
because, as has been discussed in Chapter 2,

bumiputra businesses were generally small

( SERGFU, 1975; MCDS, 1976; Mohd. Fauzi Yaakub,1978).




7.1.5 Size: Ownership, Capital, Employees

Among the more common features that distinguish small
and big businesses (apart from the size of capital)
is ownership. In this study, the bumiputra
entrepreneurs were largely owner managers as
reflected in Table 7.18. The table shows that

91% of the enterprises were owner managed sole-
proprietorship and 9% owner managed partnership.
These types of business organizations provide

o

easy access to the Commerglal world, esp

those with a small capital. Sole-p orship
as a form of business organizatign ulte popular
among small businesses, s a a simple
business registration cos& .00 compared

to about $2,000 to reg % limited liability

company. While eas ccess was the main consideration,
it is not known *Aer entrepreneurs were aware
of the disadv es arising from sole-proprietorships.

A further testimony to the smallness of the bumiputra
businesses, and to the low level of qualitative
bumiputra participation in business and industry

in Malaysia, relates to the size of their capital
shown in Tables 7.18 and 7.19. As demonstrated

in Table 7.19 the median initial capital was $2,000.
But in fact 55% of the entrepreneurs began their
businesses with less than $2,000, and 89% of

the firms started with a capital of less than

$10, 000. The differences between firms were
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Table 7.18

Types of Business Ownership among Bumiputra Entrepreneurs

*

i~

The Value of Initial Capital 1

9

Ownership Type
. Sole
Industries proprietorship Partnership
No. % No. %
Service 28 93 2 7
Construction 16 94 1 6
o
Manufacturing 22 88 3 12
Retail 18 90 Q; 10
All ‘;’E
industries 84 91 & 9

alaysian Ringgit ($) Used to

Starx, iputra Businesses
Values
. $2001—~ $5001~ | $10001-] $25001—| »
<
Industries | £$2000 $5000 $10000 | $25000 | $50000 $50000 '
Median
No. % No. 7% No. % {No. % {No. 7% {No. %
Service 17 57 8 27 2 7 1 3 2 7 0 0] $1,700
Construc— | ¢ 350 7 41 1 6|1 6| 2 12| 0 0]s3,000
tion .
Manu- . ;
, 15 60 5 20 2 8 2 8 1 4 0 01} $1,000
facturing
Retail 13 65 5 25 1 5 1 ) 0 0 0 0} $1,500
éll . 51 55| 25 27 6 7 5 5 5 5 0 01$2,000
industries




not noticeable. None of the firms started with
a capital of more than $50,000, the criterion

for big business classification used by MARA.

The median value of current assets among the firms
studied was $13,000 as shown in Table 7,18. In
847% of them, the value of their current assets did

not exceed $50,000, which, as mentioned above, was
the criterion us~d by MARA to classify big businesses.

However, the small business division Citibank,

Kuala Lumpur, uses the value of ¢ assets

of $250,000 as the upper limit lify

for small business loans ( in,

If this were the case Qe practically all the

firms in this study% mall even by Malaysian

standards.

-
Table 7.2 gz;g gives an indication regarding industry
differences, led by the construction industry with
a median asset value of $20,000; manufacturing,
$15,000; retailing, $14,000; and service,
$9, 000. Although the figures in Table 7.20
were indicators of growth differences between
industries, these could have been influenced
by the nature of the different industries such
that the construction énd manufacturing industries
might have required expensive machinery and
would therefore have larger figures. This

possibility cannot be ruled out when discussing



Bumiputra Entrepreneurs:

Table 7.20

The Value of Current Assets in Malaysian

Ringgit ($) of Bumiputra Business Establishments

Values

, $2001~ | $5001- | $10001~ $25001- |
Industries | <$2000 | ¢5409 | $10000 | $25000 | $50000 |~ $20000 |
Median
No. 7% No. % No. % No. 7% No. % No. 7

Service 5 17 5 17 7 23| 5 17| 5 17| 3 10 | $9,000
C t - “

onstruc 319 0 o0 4 25| 4 25| 2 13] 3 19 [$20,000
tion
Manu- 0 0 5 20 6 24| 6 24 Qg 6 24 |$15,000
facturing
Retail 1 5 5 25 2 10} 6 30?5~ 20} 2 10 [$14,000 |

(\?

A1l $
i dustries 3113 14 |14 15 |$13,000

their relatlve owth,
As shown Table 7.20,
business growth defined in the previous chapter,
the manufacturing and construction industries
experienced the greatest growth followed

by the service industry. The retail industry
had the least growth. However as a whole,
70% of the firms did not .experience any
growth. This was so even allowing for
the crudeness of the growth index used,

and the fact that the figures given by the

entrepreneurs were conservative, as the culture

and using the criteria for




normally dictates that they be modest when talking
about their achievements, Personally, the author
felt the entrepreneurs have been conservative

in their estimates of their assets as they had

to be constantly reminded in the interviews to
consider also their possessions which they used

as assets in the course of their business.

Table 7.21

The Business Growth Experience by Bumiputra Business Establishments

Growth Categorie
Industries Most growth Moderate E Least
grow growth
» A
No. % o’* % No. %
N\
‘\Q\
Service 3 11 19 19 70
Construction 3 LQJ:- 3 18 11 65
Manufacturing 6 @ 2 8 17 68
Retail 1 6 3 17 14 78
All industrieg 13 15 13 15 61 70

This study also traced the sources of initial and
subsequent capital obtained by the bumiputra entrepreneurs.
The overall pictures are shown in Figures 7.1 and

7.2, Figure 7.1 dcm&nstrates that personal savings

were the most frequently mentioned source of initial
capital with 70%, followed by borrowing from relatives

(15%) and goverument agencies (10%). Only two
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The Sources of Initial Capital

Obtained by Bumiputra Entrepreneurs
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The Sources of Subsequent Capital

Obtained by Bumiputra Entrepreneurs




respondents (or 27 of responses) mentioned commercial
banks as a source of initial capital. The breakdowns

by industry regarding initial and subsequent sources

of capital are shown in Tables 7.22 and 7.23 respectively.
They indicate similar overall trends across all

industries.

Table 7.22

The Sources of Initial Capital Obtained by Bumiputra Entrepreneurs

—

Sources 2 v

Industries Savings Govt. Banks , p Friend
g agencies anks tives artners riends

\V
No.* Z*%| No.* 7 No.*%l\lo.* Zk* | No.* Z%* | No.* %%

-~

o\
JA\S
Service 25 69 | 5 LeQANV' 3 s 14| o o o o

Construc= | ;4 59 4 1 1 5 3 14 1 5 0 0

facturing

tion
Manu-~ 23 79 ;bk 7 0 0 3 101 1 3 0 0

Retail 16 70 0 0 0 5 22 1 4 1 4

All
industries

77 70 11 10 2 2 16 15 3 3 1 1

*number of responses

**percentage of responses

Tables 7.22, 7.23 and 7.24 also indicate that the role
played by financial institutions set up to assist the
bumiputra entrepreneurs was much below expectations.
In particular, the contribution made by the banks

was hardly mentioned in spite of the fact that



Table 7.23

The Sources of Subsequent Capital Obtained by Bumiputra FEntrepreneurs

Sources

Industries Personal GOV?' Banks Relatives Others

sources agenc1es

No.* Z*%| No.* Z*% [ No.* Z*%%| No.* Z** {No.* 7**
Service 15 33 25 54 4 9 1 2 1 2
Construc= | 44 31 | 13 41 6 19 2 § 1 3
tion
Manu-=— 18 39 | 23 50 | 4 9 Q.o 1 2
facturing
Retail 10 27 20 54 5 14 3 1 3

N
?iéustrieq 53 33 | 81 50 | 198 [12 L2 4 2
o \U\\v
* number of responses \\

** percentage of responses

Bank Bumiputraw.beeﬁ set up to spearhead bumiputra
business ver s very much earlier, during the

First BumipWwtra Economic Convention in 1965(Popenoe,1970).
Similarly, the data obtained for this study showed
that the role played by government agencies, although
greater than the banks, was also poor in view of

the number of agencies that have been established
under the New Economic Policy (mentioned

in Chapter 2). In fact the present data

show that, even though the eﬁtrepreneurs in

this study had been disadvantaged by poverty,

as most humiputrasare, they have relied more on

personal sources of capital than would have been imagined.




The information given in Table 7.24 shows that the
bumiputra entrepreneurs in this study made substantial

contribution to initial capital.

Table 7.24

The Personal Contribution to Initial Capital made by Bumiputra

Entrepreneurs

Percentage of Personal Contribution

One Seventy- . Twenty-

Industries | hundred five ¥ ziizgt five < 25% Nonil

percent | percent p percent at a

No. % No. % Ne. % No. % c. % No. %
Service 19 63 1 3 2 7 3 10 4 13
Construc— -
IS 9 53 1 6 1’ .& 6 1 6| 4 24
Manu- 19 76| 0 o0 \\¢ 1 4 2 8 2 8
facturing
Retail 12 60 0 0] 5 1 5 2 10 4 20
ALl ) 59 64& 5 5 4 4 8 9f 14 15
industries

¥

In view of the data regarding sources of capital given

in Tables 7.22, 7.23 and 7.24, it is not true that
the bumiputragswere too dependent on the government
for capital and that they did not put in the
business their own contribution. To demonstrate
the existence of this myth, I will quote one
officer interviewed in this study: ''Even if

one wants to drain water out of one's ear, the




first thing to do is to pour in some water. If

you are serious you must put in your own money.'

The results in this study failed to show that the
bumiputragwere not willing to contribute their own
money into business ventures, as claimed by one official

in this study.

On the other hand, one should ask why the banks or

the government appear to play a lesser role in providing

capital for the bumiputra entrepreneurs. An explanation

with respect to banks may be taken from a United Kingdom
finding. Bannock (1980) reporte E banks were

reluctant to lend to small busv s due to higher
overhead costs to service @ Bannock
(1980:61) wrote:

The same forc % financial economies of scale

have led to oncentration of financial
institutions Mnto very large units with
central management which are inherently
ill—sug2§Y to meet the financing needs of

n

smal ess,
Rightly or wrongly, the banks probably perceive the
risks to be greater among small businesses although
this is not necessarily true. But more importantly
banks were not willing to change their attitude
towards the provision of credit, especially
in rural areas. In Papua New Guinea, for example,
the World Bank (1965)'6bseyved:

The trading banks, however, are not organized or

orientated to implementing an aggressive policy

of development financing. They have a commercial
banking outlook which is in keeping with their




responsibilities. They require the security

of land with recorded individual title,

charge interest rates in line with those

in Australia and finance only a relatively
modest share of the total costs of new

projects: also their period of lending

is too limited. In general they attempt

to apply to the Territory the policies

adapted for Australia (quoted in Ward, 1972:506).

In Malaysia, no small business loan counter exists
among trading banks. Perhaps small businesses
were merely seen as big businesses in miniature,

and therefore would not require different approaches

to banking needs. Al though the proble?egarding

working capital are discussed in an section,

the following quotation from af ifterview with a

bank manager illustrates Lhu uwation regarding

the small contribut Lor\r\ y banks in Malaysia:

Capital is a e but entitlement disqualifies
them (the trapreneurs) in terms of bank
requ1reme For the small businessmen

the con ns laid by banks are

too t Even the C.G.C. (Credit Guarantee
Cor ion) can guarantee only after the

bank pprove. For the entrepreneurs they

lack documentary evidence, at best they could
produce only sales records and no others.

One entrepreneur interviewed said:

The value of collateral required by the banks
is three times the value of the amount to

be borrowed. In cases where loans were

of $5,000 and above, banks require referees
who had a monthly income of $1,000 or

more., We do not have such persons that are
known to us.

As well as capital, data on the number of employees

have been used to obtain the index for business



growth in Table 7.21. And like capital, the number
of paid employees points to the extremely small

size of the bumiputra firms. For example, Table 7.25
shows that the average number of paid employees for
all industries was initially 2.6 persons. Al though
the figures were higher for the construction and
manufacturing industries, this was perhaps due

to the nature of their work which required employees,
compared to the service and retail industries

where the owners cguld largely manage on their own.

Table 7.25 Q~E

The Number of Initial Employees Employed putra Business

Establishments

ees
Industries | Yo paid @15 6-10 > 10
employees
Average no.
(/N of employees
No.* z*%. %%% | No.* Z%%| No.* %%
Service 18 60 9 30 3 10 1 3 1.4
Construc— | g o | 8 47 2 12 3 18 5.6
tion
Manu- 7 28 |14 se | 2 s | 1 4 3.5
facturing
Retail 16 80 4 20 0 0 0 0 0.5
ALl 41 45 |35 38 | 7 8| 5 s 2.6

industries

*number of firms
*¥* percentage of firms




Table 7.26

The Number of Current Employees Emploved by Bumiputra Business

Establishments

No. of Employees

Industries | Mo _paild 1-5 6-10 > 10
employees
Average no.
of emplovees
No.* Z*%* No.* 7*% No.* 7Z*%%} No.* Z**
Service 16 53 9 30 3 10 2 7 3.1
Comstruc— | 3 ;g 4 24 3 18 | 3 ?\ 6.5
tion
Manu-
facturing / 28 8 32 6 24 Q T6 5.3
Retail 15 75 4 20 0 “‘21 5 1.0
$§:?“
A ceries| 41 47 | 25 28 4\0&14 10 11 4.5

*number of firms

**percentage of firms

However, shown in Table 7.26, the average number

of employees at the time of the interview was 4.5 persons,
with the manufacturing and construction industries showing
the higher number of employees. Between them they employed
396 people, excluding employment for the owners themselves.
The employment figures in Table 7.26 compare quite

well with those found in, for exémple, Korea (Ho,

1980), Thailand (Sanguaﬁruang.gi al., 1978), the

Philippines (Anderson & Khambata, 1981), and New Zealand
(Devlin & Le Heron, 1977). In fact, in relative terms,

based on the size of their capital, the bumiputra firms
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in Malaysia can be said to act as better sources
of employment compared to their counterparts

in developed countries who are endowed with
larger capital, but who are by definition

small businesses (see for example Bolton, 1971;
Wiltshire, 1971; Yamanaka, 1971; Love, 1977;

Japan's MTTI, 1979; Bannock, 1980).

The results regarding bumiputra personal and business
profiles demonstrate that there has been very little

change, if any at all, from the CODCl‘E;&PS discussed

earlier in Chapter 3 (e.g. Charl 1974,
SERGPU, 1975; MCDS, 1976). I rticular,
and with respect to the M nees who have

been selected for thla\wiryg the following
may be said of the &reneurs

a) The bumiputra entrepreneurs comprised largely
the_ m ex; had a median age of 39.5 years;
\ of rural backgrounds; and as a group

were relatively mobile.

b) The bumiputra entrepreneurs had little formal
education; had little business or any other
job experience relevant to business; were
largely motivated by income rather than
a need to achieve;' and were likely to
remain in business for lack of other forms

of employment opportunities.

c) The majority of bumiputra entrepreneurs went



d)

e)

£)

into business without any kind of business
training and, of those who finally established
themselves, more than half of them remained

without training.

A high percentage of the bumiputra entrepreneurs
were not members of business asscciations;

and, as many as 407% of them did not seek outside
business advice. However, when they did receive
any advice, the majority of mentioned

'business friends' as theirWmain source

of advice. Governme encies were a poor
second with only 187 the responses mentioning
them as thei;?\ sources of advice.

N
The mjo@f bumiputra firms were established
after , i.e. during the period of the
N nomic Policy. They were relatively

young firms and comprised, almost wholly, sole

proprietorships.

The bumiputra firms were very small business
ventures by any standard at all, but relative

to the size of their assets they employed more
people than smaller firms in developed countries
such as Japan, the U.S.A., Britain, Australia

or New Zealand. Also, as in other countries,
they were not looked upon favourably by financial
institutions, and had to rely on personal sources

of capital.
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g) For reasons yet to be uncovered, the bumiputra
firms not only started small but also remained

small, experiencing little or no growth.

7.2 Business Practices and Abilities of Bumiputra Entrepreneurs

Business Practices Among Bumiputra Entrepreneurs

The results regarding bumiputra business practices

relate mainly to the keeping of bus s records,

apart from a few other business@ ties which
had been included in the qu %alre.

results in Table 7.27 ge show that bumiputra
entrepreneurs keep v@ oor financial records.

For example, \\\ t can be considered as

the most elemen form of bookkeeping 38% of the
entrepreneu ver kept a record of their income,
36%Z nev orded their expenditure, and 337 never
recorded® their debts. As there were no noticeable

variations between industries, the results of

the analysis by industry are not reproduced here.

Apart from not knowing the elements of bookkeeping,
a number of reasons have been given by the
bumiputra entrepreneurs regarding their failure

to keep business records. Most of them,

however, did not seem to appreciate how

important it was to have proper business

records. Said one of the entrepreneurs:



Table 7.27

The Business Practices of Bumiputra Entrepreneurs

Frequency
Business practice Always Almost Half the S i
P y all time omet imes Never
No. % No. % No. % No. % No. A
Record:
Income 35 38 11 12 5 6 35 38
Expenditure 40 43 6 7 4 4 9 10 33 36
Debts 51 55| 2 2 3 ?. 6 30 33
Travel 19 21 2 2 3 66 72
Stocks 17 18 0 0 2 0 72 78
“ " Half-
Monthly Quar@v yearly Yearly Never
«
.
No. % Q;» % No. % No. 7% No. %
N\
Prepare:
Profit & loss a/d 7\&5 2 2 2 2 21 23 | 60 65
Balance sheets @ 0 0] 0 0 0 11 12 81 88
Cash flows 8 1 1 1 1 83 90
Work plan 18 20 1 i 0 0 72 78
Survey prices 12 13 18 20 11 11 16 18 34 38
Compare inceme 33 36 2 2 4 4 6 7 |46 51
and expenditure
Advertise** 5 7 1 1 0 0 10 14 58 78
Yes Never
No. % No. %
Give discounts 25 31 56 69
Provide worker 4i 88 6 12

incentives*

*#*Construction industry was excluded because they needed special

permits to advertise. Their smallness excluded them.

*42 firms had no paid employees.
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I didn't do it partly because I am not familiar with

the techniques involved. Even though I had attended

a course it was too short and could not have learnt

within the time ... Anyway, 1 am in a business

of my own. The business is mine. It does not

involve any other people.
When probed as to how they kept in touch with their business,
a number of them replied they just relied on thelr memories.
Those who were in partnerships were more careful about
keeping business records but this was more likely to
be related to their desire to keep the peace rather
than as an instrument of manager ial control,

a number of them felt they had to be areful with

other people's money.

Table 7.27 also shows that 9 the entrepreneurs never
did any cash flow anal s%\md 78% said they planned
their work on the sa ay as the need arose, which

the author took an that they never planned ahead

of time. @'

The results also show that 517 of the entrepreneurs mentioned
they did not compare between sales and expenditure, 65%
failed to prepare a profit and loss account, and 887 failed
to prepare balance sheets. When asked how they distinguished
between making a profit or suffering a loss, one of them
said:

Last time when I first started my capital was so much,

and now it is this much, and T am able to buy more

things. I have no difficulty providing for my family -
for me that is profit.

Another bumiputra entrepreneur said:



T couldn't be losing because I knew how much I

bought and how much to sell. Most important is

I have enough to eat.
Among 44 entrepreneurs who had paid employees, 88% of
them mentioned they provided worker incentives. However,
if one is looking for some kind of blueprint regarding
personnel policies, there was none. When probed,
the kind of incentives they provided were occasional
offers of cigarettes, free lunches, or cash advances

to meet the needs of festive seasons or the start of

a new school year. For some of them their proach to
aE

incentives is totally different from a a person
trained in business has in mind. Sa e contractor:
My kind of incentive is to giv yments on time.

Besides if the employee g for $100 I will
only give $80, so that | x old on to $20.
This way I can encour \ employees to work

harder.

Little attention ha o been given by the entrepreneurs
regarding the&s; 787% of them mentioned that
they never keptSany records on stocks. Most of them
merely relied on visual inspection, or at best on their
bills. Said one, "It is rather boring calculating stocks.
Best to leave them till the end of the year." Attitudes
regarding stock records such as that Just quoted
cannot  go unnoticed. In fact according to Meredith
(1977:24) inadequate inventory management is one of the
causes of small business crises and failure. He said:

... few small enterprise owners are aware of the

store performance by products, although for wholesalers

and retailers this is vital information in the
management exercise.
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However, the bumiputra entrepreneurs were not

alone in being poor keepers of financial records.
Similar findings have been reported by Sieh Mei Ling
{(1974) regarding the retail industry in West Malaysia,
and mentioned also by Ho (1980) in the case of

Korea, discussed in Chapter 4 of this thesis.

Business Ability Rating of Bumiputra Entrepreneurs

To supplement the information regarding bumiputra
business practices, i.e. their abilit %usiness,

the author asked Malay officials bo the govermment
and the non-government serviceS\t@ rate bumiputra

abilities in business. The lts pertaining to

*

five different areas 9 K gement are given in Table 7.28.

If bumiputra abiliti rated in Table 7.28 are
measured againstqTab®e 7.27 regarding their business
practices, t e author's impression is that

the offic s®had a pretty good idea about bumiputra
weaknesses, yet they did not seem to do anything
about them. Instead, the officials insisted

that the entrepreneurs adhere to proper business

methods in dealing with them.

As shown in Table 7.28, 40 out of 44 officials (or
91% of them) rated bumiputra ability in financial
administration as poor. None of the officials
rated bumiputra ability in finance as either

good or excellent. In the fields of personnel
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administration, public relations, and marketing more

than 507% of the officials rated bumiputra ability

in the respective areas to be poor and about 40%

rated them average.

Some examples concerning the

nature of bumiputra managerial weaknesses

by the officials are summarized and shown

Although there were some overlaps between

given,

Table 7.28

they helped identify the nature of

The Business Ability Ratings of Bumiputra Entre

as given

in Table 7.29.

the examples

the weaknesses.,

rs made by

Bumiputra Officials

N

“\)

Ability Ratings
|
* Don't
Management Areas Excell ood Average Poor K
now
%‘
No . % No. % No. % No. % No. 7%
Office . o o] 1 2]19 43l22 55| 0 o
administration
Personnel o 0| 4 9 | 15 34 | 24 55 1 2
administration
Public relations 0 0 6 14 14 32 25 52 1 2
Finén§ial _ 0 0 0 0 4 9 40 91 0 0
administration
Marketing 0 0o 4 9 17 39 23 52 0 0

In order to gain further insights into some of the various

comments made by the officials regarding their rating

of bumiputra ability in the management areas previously

put to them,

some examples of the tape extracts

are quoted below and are arranged according

to the specific areas of management:




a)

b)

c)

d)

Of fice administration

They (the entrepreneurs) had no daily plans. They

did not plan ahead and so their administratiocn is
haphazard.

Their letters are not in order; even their addresses

keep on changing.

Personnel administration

Their approach to business is not tailored to

retain labourers. There are no elements of
conscious personnel policy. This is rampant
in printing, bakery etc. They need to

emphasize retention otherwise the labourers
leave as soon as they obtain minimum experience.

It is necessary that the entrepreneurs have
a committed staff.

Rarely do they (i.e. the entr neurs) engage
personnel. But strictly spea g~ their policies
are based on experience. eave totally

to the discretion of work€@gs\especially

in contracting to whic rely on

'kepala' (group leaders) f they are away

from home or in rem@te areas.

N
Financial admin \a

The entreprenedrs do not know the importance of
record ka@g and how to use it. Frequently
they sai 1 wanted to record, but I am busy

i %markets."

... ah! they do as they like. They feel
it's theirs to give away, to spend, to give to
their wife. They regard business as a hobby.
They are more interested in the accumulation of
wealth, hence their business goes down the drain.

Marketing management

They go into business because they can produce
goods rather than being able to sell. Their

marketing is passive and basically production
oriented.

Basically unsatisfactory. On the planning side,
if they see other retailers progressing they too
want to start one without considering whether that
line of business is sufficient or not. They do
not survey the market ... One person starts a
mee {(food) stali, ten other persons want to start
the same business.
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Table 7.29

Some Examples of the Nature of Managerial Weaknesses as given by

Bumiputra Officials

Areas of Management Nature of Weaknesses Counts % of Responses
Office management no records 10 23
poor knowledge 15 34
poor arrangement 7 16
no planning 6 14
poor discipline 3 7
lack specialization 2 5
poor use of space 1 2
Personnel management wages not on time 6
lack incentive system%() 47
poor control 1 32
poor discipline 1 3
too many employe v 1 3
poor planning 3 9
Public relations poor servi 10 26
poor hum ions 16 42
poor bad service 2 5
lack ¢ k&ﬂ nce 8 21
reli n politics 1 3
ignorance 1 3
Financial management l; knowledge 19 35
r or without records 16 30
wrong attitudes 17 32
poor planning 2 4
Marketing passive and narrow 15 28
poor service 5 9
lack capital to expand 3 6
production oriented 3 6
unattractive layout 4 8
lack initiative 7 13
no planning 3 6
poor costing 5 9
reliance on captive 8 15

market




The results concerning bumiputra business practices

and the ratings of their abilities indicate some
similarities with the results reported by Mayer and
Goldstein (1961) reviewed earlier in Chapter 2 pertaining

to the characteristics of the less successful entrepreneurs.
In fact, as quoted earlier, Mayer and Goldstein (1961)

felt that some owners lacked the most elementary technical
know—how necessary to operate a particular type of business

or any business at all.

Without proper records, there is no way t the entrepreneurs

are able to make sound business dec . In fact,

stressing the need for an ad@formatlon system,

Meredith (1977:23) said:

A retail manager‘\‘S example) should have details
of the gross ma by major product groups;
details of ¢t 1l gross margin from sales

for each day he trading week; a knowledge

of the totall expenses necessary to keep

the shop ting on a day-to-day basis;
and c¢ @Ution or productivity of staff.

7.3 Bumiputra Business Problems

7.3.1 Bumiputra Business Problems Perceived by Bumiputra Entrepreneurs

The present study presented 12 business problems to the
entrepreneurs for their comments. The results of the
analysis are shown in Table 7.30. The author, instead
of asking whether working capital was a problem, asked
whether they had difficulty regarding access to loans.

This was a slight variation to asking a direct question




on problems about working capital.
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It was found that

the top five problems in order of importance were:

a) access to a business loan;

b) difficulty in getting supplies;
c) bureaucratic delays;

d) access to business consultations;
e) supply of skilled personnel.

The Size of Bumiputra Business Problems P

Table 7.30 Q‘

C

ved by Bumiputra

Ent repreneurs$

*
« N
K 3 A d
@ze of Problems

Types of Problems B\Ql:. Medium Small None
4@\2 yA No. % No. % No. %
Access to loans 42 46 2 2 2 2 45 50
Supplies 36 40 2 2 5 48 53
Bureaucracy 35 38 3 3 5 5 49 53
Business . 39 35 9 10 6 7 A 48
consul tations
Skilled personnel 24 26 5 5 7 8 56 61
Laws and 18 20 2 2 4 4 64 74
regulations
Prejudice 16 17 4 4 7 8 65 71
Corruption 16 17 2 2 7 8 67 73
Long~term loan 14 15 1 1 1 1 76 83
Government agency 6 7 0 0 1 1 85 92




Details concerning the exact nature of the problems given

by the entrepreneurs are given in Table 7.31. The following,
however, are some of the comments made by the bumiputra
entrepreneurs interviewed in this study regarding

some of the problems they faced (these comments

have been selected by the author not merely as illustrations,
but to provide some insight on the local phenomena which

might otherwise be unfamiliar to an outsider):

a) On competition with government agencies

Some projects have been withdrawﬂSEaﬁer the pretext that

there were insufficient funds fact they were given
to their own subsidiaries, n it comes to their own
subsidiaries no tenders we essary.

b) On the processing of busdness loans

2
*

Every businessma ants to borrow definitely needs the
money - but lo \ k time to process. The fastest MARA
loans could be Q%\ ned in four months, whereas commercial
banks took o wo months.

To cite axa;gxample: I needed a loan from MARA, but MARA

wanted %1 before they could give me any loan. So
I got 1 -~ not a real one, and gave to MARA. I
fin yNgot the loan. With MARA you really must have
at least half your own money in order to obtain certain
loans. You need to use your own money to secure

the first bill as evidence of your work. However,

I do not blame MARA because there are people who
obtained extra loans so that they could use some
money to meet their personal needs such as the
purchase of a motorcar.

c) On bureaucratic delays

On the face of it the officials had work lying on
their desks, but in actual fact they do not touch
them. This happened at the lower levels. If
we had the co-operation from govermment servants
our work would not be affected. Their attitude
is that it's not theirs, so why hurry.
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d) On political interference

I attended interviews to obtain shoplots twice but was
told I couldn't get because I belonged to PAS (an
opposition party). I felt discouraged because

even though I was interviewed I was told I

might not get because 1 do not belong to the government.

e) On supplies and monopoly

I had to buy cooking oil which costs $25.50 from the
same distributor who sold the goods at $24.00 to
a non-Malay shopkeeper.

£) On business premises

It costs $140-150 thousand to buy shophouse built by

the SEDC, Out of this, the down nt is $22,000,
and the monthly repayment is . This kind
of price is beyond the standar usiness in
this district, let alone th putras,
g) On corruption

provide as well b terms of cash or in kind.
My feelings are graph for corruption has risen
30-40% and st@ll\ises. Mostly, they involve
medium level o cers, and not the top people.

If I don' ubscribe there will be more problems.

For examgz ills will be wrongly written, the

Normally if you wiié:% ings done faster you need to

boss e t approve etc. etc, The only way
to e is to work sincerely. We hope that
God 1 consider our efforts ....

7.3.2 Bumiputra Business Problems Perceived by Bumiputra Officials

The results regarding bumiputra business problems as
perceived by the officials interviewed in the present
study, which are shown in Table 7.32, appear to

match those of the entrepreneurs themselves. In fact,
based on similar business problems(in Table 7.30) presented
earlier to the entrepreneurs,it was found that a high

percentage of the officials felt bumiputra business
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Table 7.31

Some Examples of the Nature of Business Problems as Given by Bumiputra

Entrepreneurs

Types of Problems Nature of Problems Counts % of Responses
Laws and poor implemented 3 21
regulations fines 4 29
ridiculous conditions 5 36
high licence fees 2 14
Bureaucracy late payments 19 46
loan processing 13 32
issue of licences 4 10
inspection of jobs dong 1 2
understaffing 2 i 5
inexperienced staff 2
correspondence 2
Supplies no credit facilitie 7
seasonal shortage 3 231
inflationary price 2 14
distance 4 29
sabotage ’\ 4 29
Monopoly price disc }\\m 6 75
peoor lo 1 13
no credit 1 13
Government fav 3 75
agencies 1@' access 1 25
Access to loan o collateral 27 79
no working paper 4 12
without guarantor 1 3
inexperienced staff 2 6
Political allocation of premises 2 17
interference referees 1 8
allocation of tenders 5 42
patronage 3 25
loan processing 1 8
Availability of prefer to be own boss 7 29
skilled personnel low wages 3 13
trustworthy 2 8
simply not available 8 33
due'to migration to 4 17
Singapore
Business nowhere to turn to 12 100
consultations




Table 7.31 (contd.)

Some Examples of the Nature of Business Problems as Given by Bumiputra

Entrepreneurs

Types of Problems Nature of Problems Counts

% of Responses

Prejudice

Corruption

long~term loan

failure to patronize 5 29
due to poor management 1 6
lack nationalism 1 6
jealousy 5 29
no credit facilities 5 29
free meals 3 18

commission 13 76
entertainment 6

collection too soon 100

oi\l:_
problems to be gr«e\\ than the entrepreneurs themselves

have thought 0 roblems te be. Specific examples

regarding~t16 nature of the bumiputra business problems

as giw n@

However, the results in Table 7.32 also show that the

he officials are listed in Table 7.33.

officials felt 'inadequate preparation' was as great

a problem as 'working capital'. This is quite significant
because as we have seen earlier on bumiputra business
profile, more than 80% of them went into business

without any kind of business training. Although

the New Economic Policy may have been responsible

for bumiputra influx into business and industry,

the rush after the May 13 racial riot of 1969 in

Malaysia could alsc be detrimental. According




to one of the officials in the present study, "The bumiputras

were hasty after 13th May, 1969. Everybody seems to turn

to business. It lcoks attractive. People lcook at the

rosy picture .... Another official felt '"most of the
bumiputras had no experience in the chosen field and in spite
of their commendable working papers - which secured the initial

business loan, they soon fell apart after a few vears."

Accordingly:

The bumiputras tend to copy other people. They
went into fields already attempted by others but
they never stopped to assess their own abilities.

Sometimes the bumiputras ha e interest, but not
the skills. They are n willed but they lack

experience. For some, Ofily after hardly a year

of work experience, t cide to become a towkay

(i.e. own and run t own business). But before

we become a towk must first be a coolie (i.e.
labourer).

The Size of Bumiputra Businédgs® Problems Perceived by Bumiputra Officials

[
% Size of Problems
Type of Big Medium Small None Don't Know
Problems
-
No. % No. % No. % No. % No. %
Working capitalj 30 68 | 10 23 37 0 0 1 2
Inadequate 30 68| s 11| 3 71! 6 1| o o0
preparation
Bureaucratic 22 so| 7 16| 9 20| 6 14| 0 o
delays
Supplies 20 45 | 13 30 2 5 8 18 1 2
Business 200 451 6 14 2 slais 3|1 2
consultations
Monopoly 19 43 8 18 5 11 | 10 23 2 5
Prejudice 17 39 10 23 10 23 5 11 2 5
Corruption 14 32 & 9 14 32 8 18 4 9
Political 14 32 4 9 | 16 36 9 20 1 2
L}nterference




It will be quite a while for a person to gain any
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experience in a trade, However,

meaningful

in the words of one

banker, "We don't expect experience in the trade, but

we expect some elements of management experience.

This can be overcome through management development

programmes. "

Some Examples of the

Table 7.33

Nature of Business Problems Given by Bumiputra

Entrepreneurs

\J
Type of Problems Nature of Problems Counts % of Responses
Laws and ignorance 7 30
regulations requirement of (Joc 5 29
by-laws 0%
too many “Bﬂ\ 4 17
requis K
red t
centr ation 6 26
enﬁolcem nt hassle 1
Bureaucracy ;Q}znts 14 37
er supply 2 5
centralization 4 11
inadequate staffing 4 11
issuance of licence 2 5
poor follow-ups by
. 7 18
businesspersons
inadequate information 1 3
processing 3 8
corruption 1 3
Supplies unable to obtain 5 12
hardwares
too many middle men 2 5
price discrimination 7 17
no Malay suppliers 8 20
insufficient capital 5 12
poor credit
facilities 11 27
poor resourcefulness 13 37
Monopoly price discrimination 7 33
pecor location 8 40
market control via
distribution 3 15
network




Some Examples of the

Table 7.33 (contd.)

Nature of Business Problems Given by Bumiputra

Entrepreneurs

Type of Problems Nature of Problems Counts % of Responses
Monopoly poor co—-operation
between 2 10
entrepreneurs
Political loan processing 5 23
interference allocation of premises 6 27
allocation of tenders 3 23
administrative 14
interference
overlicensing 1 5
self-interest among 5
politicians
simple favours 1
Working capital poor management, 27 53
etc.
poor access «%‘p
collaterﬁ&\ L7 33
pover ty—f@ad to save
due to gla progress 6
payme
Inadequate la %cific skills 13 35
preparation nagerial know- 10 27
access to licence but 1 3
without skills
easy éccess into 10 27
business
expands too fast 8
Business inadequate staff 19 37
consultations lack information about
s - 12 24
availability
poor response by 12 24
entrepreneurs
inexperienced officers 12
poor co-~ordination 2 4
between agencies
Prejudice failure of entre-
preneurs to overcome 17 44
personal shortcomings
Malay clle?ts lack 17 L
nationalism
poor customer relations 3 8
mainly between races, _
Chinese towards 2 5

Malavs
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Table 7.33 (contd.)

Some Examples of the Nature of Business Problems Civen by Bumiputra

Entrepreneurs
Type of Problems Nature of Problems Counts % of Responses
Corruption issue of licences, permits 2 7
exist but unverifiable 4 15
demand for commissions 7 26
only applies to big
contractors and bigger 5 19
businesses
out of habit 2 7
allocation of tenders v 4
Vo
v

Ny

7.3.3 Comparison of Bumiputra Bus s Problems Perceived between

2
Bumiputra Officials & miputra Entrepreneurs

N

In order to obta learer picture, a comparison was made
between the p ptions of entrepreneurs and officials regarding
bumiputra gz;:ess problems, selecting only matching problems,
and by re®lassifying 'big' and 'medium' responses as 'a
problem', and reclassifying a 'small' response as 'no problem'.
Table 7.34 was constructed. The rationale is that judging
from the tone of responses with regard to a 'small' response
the author got the impression that problems of such magnitude
could be easily handled by the entrepreneurs, unlike those
classified as 'big' or "medium'. Also, assuming that

the problem of working capital is identical to the

problem in securing loans for working capital, Table 7.34

shows both groups ranked working capital as the number

one problem. However, when the author went through




the field notes and listenced to the comments made by the

entreprencurs and officials recorded on tapes during the

interviews, there appeared to be differences with regard

to the problems underlying working capital. The officials

recognized the problems of access to capital,but unlike

the entrepreneurs who felt that the banks did not favour

them (e.g. due to the absence of collateral), the officials

felt the entrepreneurs were themselves to blame (e.g.

due to their inability to keep proper business records,

or simply abuse, such as using loan money to spend

on cars). The following were some o ir comments:
Capital becomes a big pro ut of their own doing.
Scome engage others to P worklng papers, but

cannot themselves car ut. Some failed to
Justify their ditfxcu s until {t's too late.

The Malays want d\) egin a business out of the
blue. They x collateral sources. They
couldn't cont bigger sums to working capital.
This coupl weak management and initial losses

leads to Ehe hrlnklng of capital.

One offici owever, expressed doubts as to whether the

banks wereyfulfilling their obligations. He said:
What we fear is that banks deliberately lend to unproductive
bumiputra firms to prove that they have fulfilled

their obligations but the faults are still
the entrepreneurs’

Although Table 7.34 shows that some problems were ranked
differently by the two groups, a few problems share

an almost equal ranking. For example, the problem
regarding supply was ranked second by the officials

but third by the entrepreneurs. The officials

also expressed their concern about certain discriminating



-1 97_

Table 7.34

Bumiputra Entrepreneurs: Comparison of Bumiputra Business Problems

Perceived between Bumiputra Officials and Bumiputra

Entrepreneurs

Respondents
Types of Problems Officials Entrepreneurs
No. *%* yA Rank Rank No. ** pA
Laws and regulations 12 27 9 20 22
Bureaucratic delays 29 66 3 3 38 42
Supplies 33 75 2 3 38 42
Monopoly 27 61 8 17 19
Political |
interference 18 é%' / E 8 9
N
Business 26 \9 6 2 41 45
consultations
Prejudice % 62 4 6 20 21
Corruption 41 7 7 18 20
Working capital/ 40 91 1 1 44 48
access to loans*

*For officials 'working capital' was asked, for entrepreneurs 'access
to loans' was asked. The author assumed some equivalence between
the two for ease of comparison. :

**Those figures were derived by collapsing 'big and medium problems',
as problems' and collapsing 'small and no problems' as 'no problems'.

practices towards the bumiputrasby the non-bumiputra
suppliers. Said one of them, '"There is some unfairness.
For the bumiputras to get 30 days' credit is a difficulty,

for the non-bumiputras 60-90 days' credit is normal."
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Regarding supplies, another official explained in greater

detail:

The bumiputras buy building materials on the open
market — there are no government suppliers. When
there is a shortage in supplies, the government
does not hesitate to impose fines on bumiputra

contractors. At times there are elements
of sabotage. Over the grapevine, T
hear there are special prices — one for

the bumiputras, another for the non-bumiputras.
For the bumiputrasthe conditions are very
stringent like having to pay cash, and the
prices are also different. Nobody can trace
or control these practices.

Closely related to the problems regar supplies is
the question of monopoly, thought a problem by
61% of the officials. One offficdal felt that there

existed some kind of sabotag ainst the bumiputras.

For example, in order”x\%ﬂ certain government quotas
the bumiputraswere givwen uneconomic areas for distribution,
or given certai:lli s of products where turnover

is low. An sbance was quoted over the supply

of milk d where the bumiputra retailers

were supplied with milk powder which was suited

to older children when the market was for babies.

It is significant that 66% of the officials recognized
the problems related to bureaucracy compared to

42% for the entrepreneurs. In both the problem
ranked third. But most of the officials felt the
bumiputraswere responsible for the delays, although

in some cases, regarding contract work the government

was to be blamed, especially in relation to payments



governing re-vote cases. One banker said, "If you
deal with a public sector this is a fact you have
to contend with ... Bumiputra reliance on captive
markets made this inescapable." According to
another official, the bumiputras lack the proper
approach and initiative to seek faster payments
and services from govermment departments:
This is a matter of approach and attitude. Before we
complain we must find out first. If we need something,
we need not write immediately to higher authorities

1 feel basically the entrepreneu lack the right
approach.

The results in Table 7.34 als that a high proportion
of the officials felt prcjud was a significant problem

faced by bumiputra en%1 Urs. While one cannot help

*

being prejudiced (e.

port, 1954:3), its effects
towards the bumiputhas may deny the latter opportunities

to prove the: %ities, particularly in business and
industry -Attas (1977), cited previously, felt current
attitudes towards the indigenous population are the

product of misconceptions by the colonial masters.

It becomes a problem when prejudices are assumed to be

true and are used as excuses to deny bumiputra entrepreneurs
entry into the business world. Comments made by officials
could therefore reflect their own prejudice towards
bumiputra entrepreneurs. The results of this study

in Table 7.34 certainly show there was a higher percentage
among of ficials (62%) who were themselves Malays, coﬁpared

to entrepreneurs (21%), who felt prejudice to be a problem.

It is perhaps not surprising to suggest that the officials
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might themselves have been prejudiced towards bumiputra

entrepreneurs.

The officials also expressed their own dissatisfaction
regarding the current availability of business
consultations by government agencies. The author's
own findings on the subject in Chapter 2, Table 2.1,
indicate gross overlaps and duplications in govermnment
programmes. To this, one official commented:
There exists rivalry and duplications among government
agencies. Proved: a lot of de pment funds

are not spent, showing limit apacity on each
agency. There should be ju e agency so

that accountability is% red.
In view of the preceding com - regarding the role of
.
government agencies,“ a<s' s a strong feeling among
the officials that b ess consultations are inadequate

in several aspecrs, including understaffing or inexperienced

staff. For%

this to :

ple, a very senior MARA officer had

The problem is still there. We find it difficult to
retain our own staff. Ideally, consultants should have
at least five years' experience. If they are just out
of college or the university, the clients do not have
any confidence in them, however good the graduates

are ... In some instances our officers lack

public relations. They use terminology that

is new to the villagers— they talk in different
wavelengths, and so the villagers are not

attracted. The villagers do not mind a

hypocrite, but the officers must learn to

respect their clients. This takes time. Lacking
experience is a big problem for the institution.

We should have more staff, but with a certain level of
skills. I do not consider what's available as effective.
Officers are more interested in obtaining paper qualification
in order to get promoted. They get frustrated and

search for loocopholes.
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Similarly, one bank officer during the interview said, "Those
involved 1in giving assistance are themselves qualified but
inexperienced. We are short of capable bumiputra managers.

We produce graduates but not managers."

A MARA officer made the following complaint concerning the

poor staff-client ratio:

There are insufficient advisory follow-ups. The bumiputra
entrepreneurs are very much on their own. It cannot
possibly be done - we have one officer looking after

thirty businesses. That does n include our other
duties. There 1is no special f looking after

business.

The officer was not alone in t Eespect. All the MARA

officers the author interview elt the same. Similar

.
complaints were made 9 cers attached to the 'Youths in

.

Business' programmes the Ministry of Youth, Culture and

Sports. Thes ffiders at the district level, for example,
J;

had to be jac%

is - from lBural interests to business to the sporting field.

—all-trades, looking after everything there

Although ranked almost at the bottom, it is also significant
that more officials (41%) than entrepreneurs (20%) thought
that corruption is a problem. Commenting on corruption one

official said:

Pefinitely it exists. That's a way of life. And our
businessmen must know to accept it but within reasonable
means. If by paying $100 you can get a profit

of $1000, so why not? That's how the Chinese

prosper. To them it's nothing, it's part of the game ...

It is a problem to those who do not know the ethics of
business. It's an unhealthy ethic but it is one we
cannot disregard. If you cannot fight them join them ...
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Before you deal with an officer, you find out his
weaknesses - women, gambling etc. That is the quality

of a good entreprneur. In the business world it

is a prerequisite to assess or evaluate the other person's
weaknesses.

The above quotation does not prove that officials condone cor-
ruption. Indeed, successive Malaysian governments are trying
hard to stamp out corruption in the Civil Service, a fact
acknowledged by Jon Quah (1982:158):
In June 1975, the then Deputy Prime Minister Datuk Hussein On:
spoke to the youth and women's sections of the
United Malays National Organization (UMNO) and
condemned corruption as 'deviati in the country's

development' which would 'sap fibre of the nation
and bring about decadence' 1 as not curbed.

More importantly he promi t the government
would expose corrupt pr i??regardless
of those involved whethe ey were

'mouse—deer or dragon After Tun Razak's

death in early 197 Hussein Onn became
Prime Minister a éQ&:enstrated his tough
stand against cb% ion when the Chief Minister
of Selangor (o the constituent states

of Malaysia Harun Idris was brought to
trial on seve charges of corruption and was

convicte

On 16 Jul@i, Datuk Seri Dr. Mahathir Mohamad succeeded

Datuk Hussein Onn as Prime Minister. Like his predecessor,
Dr. Mahathir is serious about eradicating bureaucratic cor-

ruption in Malaysia (John Quah, 1982:158).

A commission set up in the then Federated Malay States

in 1952 and led by Justice Taylor distinguished between

bribes and such minor forms of corruption as tips, substantial
presents, entertainments and voluntary payments. But a

bribe was defined as '"money or money's worth, given to a

person in authority either to do something improper or to
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neglect a duty'" (Federation of Malaya, Report of a Commission
of Enquiry into the Integrity of the Public Services,

Kuala Lumpur, 1955:63). It is not known in the present
study which aspects of corruption were referred to by both
entrepreneurs and officials. The examples given by them

in Tables 7.31 and 7.33 are indications regarding the nature
of these corruptions. Another official who happened to

be a banker felt that corruption should not happen:

Corruption ... yes, this is a big problem. This should
not happen. If we seek it will come like ants, In

my experience there were entrepr rs who tried to give
me money, but they were mista .

The problems regarding laws ®2ulations were among the

lowest rated by the offici;ls nd appeared fifth among the

.
entrepreneurs., Even,ﬁ“&ﬁi the officials, a bigger proportion

of the blame was p@\n the government judging from the
frequency of ples given by officials in Table 7.33.

One banker the government for bumiputra business

failures d de the following comments:

Bumiputras are subject to proper approaches, but a
non-bumiputra starts his business anywhere - behind
houses, under the houses, on unoccupied land and

so on, But the bumiputras who rely on financial
institutions for their capital are required to

have proper premises, follow certain rules ~ and

so increased their overhead costs. Virtually
they have got to conform to obtain any form of
finance.

Although the officials felt political interference to be
a problem, which in some cases such as printing and lorry
permits resulted in over-licensing, in general they have

helped the bumiputras. One MARA officer said:
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... For the bumiputras to expand their business this is

more conducive rather than an interference. A very genuine
entrepreneur does not strictly involve himself in politics -
he knows how to survive in whatever system. At the

most he will become a contributor. He will never

project himself as belonging to any political party.

The results concerning the perception of officials regarding
bumiputra business problems suggest that some of the problems
earlier identified by the entrepreneurs were shared equally

by the officials the author interviewed. However, when

the details of the problems are closely examined, there appears

to be a mismatch between what the entrepren s thought were
2

their problems and what officials belie to be.
For example, both the entrepreneurs a e officials agreed
that capital was a problem, but ter felt that it was

not due to access, instead i;\eié.due to improper use of

.
funds by the entrepreneur \“though that may not be entirely

true, most of the offic interviewed in this study tended
to apportion the bla the bumiputra entrepreneurs for
most of the probl ®h1c11 existed. Perhaps it is for these

reasons that ever though the officials were more aware of

the problems compared to the entrepreneurs themselves, little

could have been done as long as the officials believed those
problems to be outside their reach. In simpler terms, the
officials felt that the bumiputra entrepreneurs were largely
unaware of their own problems and weaknesses, a view expressed
previously by the MCDS (1976) regarding the bumiputra entrepreneurs
in Kelantan. While that was partly true, the officials too

were largely ignorant of the needs of entrepreneurs and needed

to be enlightened as well.
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Generally, the results regarding bumiputra business problems
discovered in the present study demonstrate quite strongly

that ever since the New Economic Policy was launched in 1971,
the problems have remained basically the same to those found

in earlier studies by, for example, Mohd. Aris Mohamed (1974),
Abdul Aziz Mahmud (1977), Abu Hassan (1981) and SERU (1981).
Hence the bumiputra entrepreneurs still had difficulty regarding
'access to business loan', 'access to supplies', 'bureaucratic
delays', 'business consultations' , 'the supply of skilled

personnel’ and others shown in Table 7.30.

ghown in Table 7.30,

The persistence of the business probla\\?
especially the top five of them, impl e following:

o‘\t:_
a) The financial instituf!'\\x ave not opened their doors

to the bumiputrag, ve remained unsympathetic.
The results of is research, regarding bumiputra

sources of 623&1 presented earlier, are a

testimony this.
b) The suppliers, i.e. wholesalers, have not been treating
bumiputra businesses favourably. This could only

be possible when a monopoly is involved, and the
bumiputra entrepreneurs had no alternative sources

of supply. But it could also be due to insufficient
working capital arising from poor access to business

loans, or simply prejudice.

c) The govermment machinery has not adjusted to meet the

needs of the entrepreneurs. This can be due to ignorance,
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or it could be deliberate owing to clements of corruption

within the system.

d) The bumiputra entrepreneurs are aware of the value of
business advice, but this aspect of the service has not
been emphasized by the govermnment agencies involved due
to various factors such as poor staffing. However, it
appears that current programmes to promote bumiputra
entrepreneurship only emphasize their entry points,

but neglect a concerted effort to sustain them.

e) In spite of high rates of unemploymen st of the manpower
that is available is unskilled lab . This could be
a reflection of the school cu i;?lum which does not seem

to provide sufficient emphas n manual and technical

4

There are of course o h&lications arising from the business

problems identified™inNthis study. In addition to those

skills (discussed ear]’\ this chapter).

already descri » the results presented in this section

also suggest that the problems faced by the bumiputra entrepreneurs
were not solely due to their own inadequacy as owner-managers.

The environmment which ideally should foster their entrepreneurial
talents was equally hostile to them. The fact that the

bumiputra enterprises were small adds another dimension to

their problems. Hence, on top of the problems specific to

the bumiputras, the entrepreneurs had to face the problems
associated with small businesses such as those reported by,

for example, Bolton, 1971; Wiltshire, 1971; Meredith, 1977;

and Devlin and Le Heron, 1977. The present results regarding



bumiputra business prob lems suggest that it is not

enough to prepare the m an alone for business ventures,
but due weight must be given to the provision of
a supportive business e nvironment (pointed out earlier
in the paradigm in Figu re 5,2, Chapter 5).
Preference for Business Cours es, Course Times and Travel Distance
7.4.1 Business Courses Needed by Bumiputra Entrepreneurs
As was mentioned earlie r, the author presented 13 types of
business courses to the bumiputra entr eurs for them to
indicate whether they w ere appropridte to their needs or not.
Looking at the results presen o far in this thesis it would
have been surprising if the sponses obtained from the
.
entrepreneurs under thi o \ ction were unfavourable. The
results shown in Table .35 were in fact very encouraging.
However, a high percent age of the entrepreneurs did not
think certain courses w @ ere required, including advertising,
credit—-debt managemen per sonnel management, govermment
rules and regulations, taxation, business law, and
stock management. It is not known whether this
was due to their ignora nce of the benefits of those
courses or whether they found the courses irrelevant
to their immediate need s (for example, entrepreneurs
who dealt on a cash bas is may not have favoured courses
on credit management). Similarly courses on taxation,
business law, rules and regulations were perhaps
seen as more suitable t. o bigger businesses rather
than smaller bumiputra businesses which more often

than not were unregiste red . T{f immediate
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needs were the prime consideration for choosing business

courses then it is appropriate that as many as 28% of

the entrepreneurs did not require a course on personnel,

as a significant number of them had no

Among the entrepreneurs interviewed,

paid employees.,

two of them aged

60 and 80 years definitely thought they were too old

to benefit from attending any business courses at all.

Table 7.35

The Types of Business Courses Needed by Bumiputra Entrepreneurs

Type of
Courses

Sales
Advertising
Purchasing

o

Loan application management

Bookkeeping

Capital management

Credit—-debt management

Personnel management

Stock management

Governmment rules and regulations
Taxation

Business law

Business planning

St of Responses

Mo Needed nSZSed
&. % No. % No. %
77 84 7 8 8 9
54 59 6 7 32 35
61 66 7 8 23 25
81 88 4 4 7 8
76 83 6 7 10 11
72 79 5 6 14 15
60 66 3 3 28 31
57 63 8 9 25 28
60 65 4 4 28 30
61 66 6 7 24 26
65 72 5 6 20 22
66 72 6 7 20 22
79 87. 6 7 6 7
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But apart from the reasons given above it is hard to
explain why as high as 30% of the entrepreneurs did

not feel they wanted a course in stock management,

whose importance has been emphasized by Meredith (1977).
Again the reason may be due to the ignorance of its
importance or the fact that the lack of funds would not
allow them to hold stocks. The relatively lower response
rates to advertising courses may be due to either bumiputra
attitudes towards any type of marketing, or the presence

of the entrepreneurs in the constructi dustries,

whose small sizes preclude them fro tising, especially
in housing construction. qulres them to

be of a certain size in term heir licences before

they are able legally to rtlse. However, it is

.
encouraging to see t \ igh percentage of the entrepreneurs

wanted courses rela to finance, such as bookkeeping
(88%), loan a tion management (837%) and capital
manageme 2 . The percentage of mentions did

not include’those classified as just 'needed', which
would have brought the frequency of respective mentions

higher still.

As a whole, the results did not support the findings
reported by Aminudin Sulaiman et al. (1977) who said
that the entrepreneurs in his sample did not want business
courses even 1if they were given free. The present
results suggest that the entrepreneurs were aware of
their professional weaknesses and wanted to improve

themselves so that they had a better chance of success.
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In fact during the interviews many of the entrepreneurs
complained that they had no chance to participate in
the courses they heard of 'over the grapevine'

Some even thought that the author was seeking names

to shortlist for imminent courses. Others who have
attended such courses felt they were insufficient and

would have liked another chance.

Preferred Course Times and Travel Distances

The author also sought to find out th ost convenient time
that the respondence in this stud @:able to attend business
courses, and the distances prefe >, This was in view

of the fact that the course ized by government agencies
had added constraints i t rms of access due to the distance
and time involved. ®1s respect the entrepreneurs

were asked their p rred times and distances. The

results are sh n Tables 7.36 and 7.37.

In Table 7.86 the results show that almost half (45%) of the
entrepreneurs interviewed preferred evening courses,

with about one-third (32%) of them preferring weekends .
Probably the low percentage (16%) of entrepreneurs who

could attend courses at any time could be due to the

fact that many of the business persons were owner-managers
who could not afford to be absent from their place of

work.

Similarly, in terms of distances preferred, Table 7.37

shows that 20 miles would probably be the maximum distance
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Table 7.36

Course Times Preferred By Bumiputra Entrepreneurs

Choice
. School .

Industries Evening Weekend Holidays Anytime

No. % No. % No. % No. %
Service 16 53 11 37 0] 0 3 10
Construction 10 59 4 24 0 0 3 18
Manufacturing 8 33 9 38 1 4 6 25
Retail 7 37 5 26 AQ; 3 16
All industries | 41 45 29 32 E 5 15 16

Travel Distances]lre

red By Bumiputra Entrepreneurs

>

Distance
. . . . . Any
Industries 5 miles 10 miles 20 miles 50 miles .
distance
No. % No. % No. % No. % No. %

Service 8 27 6 20 8 27 5 17 3 10
Construction 2 12 5 29 2 12 4 24 4 24
Manufacturing 2 8 6 24 7 28 3 12 7 28
Retail 5 26 3 16 4 21 3 16 2 21
éll . 17 19 20 22 21 23 15 16 18 20
industries
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for most of them. In fact 41% of the respondents could

be included in the 5-10 mile categories. Such short
distance prefercences could be due to transportation
problems. Owning a car in Malaysia is a luxury, even
though the use of motorcycles is quite a common feature,

In rural areas public transport such as buses is infrequent,
while taxis only ferry passengers between towns, and

only pick up people on their way when they have excess

capacity.

To summarize, the results regardin usfiness courses
left no doubt whatsoever that t bumiputra entrepreneurs
were overwhelmingly keen to _a business training.

The fact that almost half jof Bhem received no business

*
training at all canncot\\\ aken as complacency but rather

lack of opportunisedes. However, the design of courses

must necessar take into account their relevance

to the siz @he bumiputra businesses, the

level of ucation of the entrepreneurs, and access
in terms of time and location. Later on in this
study an attempt is made, based on the findings, to
determine the kind of emphasis required in designing
business courses, which as they are now seem too
'technical' for the participants. In fact, an
official interviewed in this study felt ""that current
training programmes in entrepreneurship in Malaysia
did not have enough input on thinking'" and wanted

to see ''more emphasis on motivation training involving

attitudinal changes''.
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Comparison of Suggestions for Increasing the Number

of Bumiputra Entrepreneurs between Officials and Entrepreneurs

Suggestions for increasing the number of bumiputra entrepreneurs
were obtained from both the bumiputra entrepreneurs and

the bumiputra officials interviewed in this study. The
suggestions which were recorded on taperecorders were in
response to an open-—ended question which involved a discussion
between the author and the subjects. Because the suggestions
were not previously prepared and presented to the interviewees,
certain suggestions were not available ther of

the groups to be compared, as shown gure 7.3.

The suggestions were coded and s;?;ily fell into 10

different aspects:

"\l:.
0\\[}
increase

A. etter access to capital;

B. inc@ad management training and guidance;

C. reased and better access to strategic and
cheaper premises;

D. better access to supplies;

E. change in officers' attitudes;

F. a change in bumiputra business attitudes;

G. an increase in the supply of skilled labour;

H. better market assistance;

1. better quality of advisory officers;

J. better co-ordination of government programmes.



Figure 7.3

Comparison of Suggestions for Increasing the Number of Bumiputra Entrepreneurs

between Bumiputra Officials and Bumiputra Entrepreneurs
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Although the percentages of cases in each of the above items vary,
most items matched except for items G, I and J. As shown in
Figure 7.3, there were noticeable differences between the
frequencies suggested in items A, C, D, F, G, H, I and J.

The results show that both entrepreneurs and officials tended

to agree on the need to increase the areas of management

training and guidance. Although no specific suggestions

were made, comments from both the officials and

the entrepreneurs (quoted earlier) indicate that

both the quantity and quality of advis ervices

leave much to be desired. Dr. Ma br’ Mohamad

in a headline in one of the Ma %spapers said:

The government(is Pprepared to bring in overseas

experts to, 4 bumiputra businesses. The
government, wewalbized that licensing, premises
or capit en't among the bigger problems
faced bumiputra businesses but
manage expertise. (Utusan Malaysia, 17/8/81,
P.

Consiste ‘z:rlhe above, Datuk Samy Vellu, Malaysia's Minister

of Works and Utilities announced the following which was reported

in the New Sunday Times of 7th March, 1982, p.7:

This year alone, the Ministry has been allocated
$620,000 specially for courses for Bumiputra

contractors as the Government realizes

that the root problem among these contractors

is the lack of knowhow and half-hearted

attitudes. ’

Figure 7.3 also shows that there were more cases among the
offifcials who wanted to see¢ a change in the officers' attitudes
(26%) compared to the 23% of cases among entrepreneurs. Although

the percentage of cases was comparable, it is significant that
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the officials themselves pointed out their own weaknesses.

Although capital was identified as the number one problem by
both entrepreneurs and officials, the two groups did not seem
to agree on the remedies required. This can be seen from
Figure 7.3 where there were only 167% of cases among officials
who suggested an increase and better access to capital
compared to 727 by entrepreneurs. As was discussed

earlier, the officials insisted that poor capital

management rather than its access contributed to the

real problems, a view not necessarily vad by the

entrepreneurs themselves,

The officials also realized etter access to strategic

and cheaper premises was%;essary, but only 127% of the

.
cases were suggested x officials compared to 247%

suggested by the en reneurs., Apparently there was a
shortage of go iness premises that were suited to the
size of bum a businesses. In this respect, the

New Straits Times of 17th December, 1982 carried the

following news item entitled Shops for bumis: TIssue hots up:

Kuala Lumpur, Thurs-

Umno Youth today expressed regret over the lack
of opportunities for Malays to open shops in
shopping complexes, particularly at the new
Kota Raya Complex here.

The movement's vice-president, Datuk Najib Tun
Abdul Razak, said that where bumiputras had
been given opportunity to carry out business
at complexes, their number was generally
small.

Datuk Najib who is also Umno Youth economic bureau
chairman said that usually bumiputras who did
business at such complexes were given places

'in some corner' and not at strategic areas.
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Datuk Najib said Umno Youth wanted to know whether the lack
of bumiputra participation at the complex was due to their
not being able to afford the rent or because there was

no real desire among the owners to give opportunities

to bumiputra businessmen ...

It is also significant that a high percentage of the officials
(81%) also wanted to see a change in bumiputra business attitudes
compared to only 147% of the entrepreneurs who offered a similar
suggestion, Poor bumiputra business attitudes were likely to

be related to their use of money, passive marketing, or simply
poor motivation, However, referring to bum a attitudes

in business, Tengku Razaleigh Hamzah, Ma sTa's Minister of

Finance, made the following remarks were reported in a

Malaysian daily, Berita Minggu, 15 November, 1981:

*

The New Economic Polj \ y mot achieve its objectives
if the bumiputragcon to be complacent and
negligent, and ha ill feelings over other people ...

Bumiputra entr eneurs do not try to seize business opportunities
created by t?i;;vernment at the national and international

levels, in ing or in related activities.

Bumiputra tailers show little interest in trading electrical
appliances or photographic equipment even though the government
has reduced those taxes, Bumiputra weakness is also due

to their dependence on government assistance instead of
standing on theilr own feet ...

As far as complacency and dependence on the government are concerned
the Minister could have been right about the bumiputras., However

it is questionable whether the bumiputrashave the expertise to

go into areas which require a high level of skills such as shipping,
electrical appliances, or photographic equipment as suggested

by the Minister. It is doubtful if changes in attitudes alone

were the answer to the current lack of bumiputra participation
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in business and industry, without equipping them with the necessary
skills required by certain specialized industries, Perhaps

it is due to this misconception that the officials in this

study failed to emphasize or suggest the need for an increase

in the supply of skilled labour as one way of increasing

the supply of bumiputra entrepreneurs.

Figure 7.3 shows that only 127% of the entrepreneurs wanted to
see an increase in the supply of skilled labour, but none of
the officials made any mention. This was quite surprising
because the officials ought to be monitoring ‘Eﬁ\ demand

for skilled labour especially in the co manufacturing
and service industries. A good sup, l skilled labour

may help prevent the high level our turnover, but

more importantly help safeguafﬁ\tfﬁ quality of the services

and products originating £ \ miputra businesses. It

will lend them credibili nd help overcome prejudice. It
will also prepare t %’ﬁiputras for entry into new areas of
business and indu . A gsufficient supply of skilled labour
would force the potential bumiputra entrepreneurs to gain

sufficient experience instead of rushing into a business venture.

The list of suggestions in Figure 7.3 also shows that almost twice

as many officials (21%) wanted to see a better marketing assistance
for the bumiputrascompared to 11% of the entrepreneurs. This

tends to confirm the officials' view that the bumiputra entrepreneurs
were quite happy to maintain a narrow market at the subsistence
level. The narrow approach towards marketing adopted

by bumiputra entrepreneurs has been the subject of a paper

presented recently by Dr. Ismail Rejab, from the National University



of Malaysia at a bumiputra business convention in Kuala Lumpur.

He said:

Most bumiputra entrepreneurs relied on Malay nationalism
to sympathize with their products. Such marketing
strategies are not effective and cannot ensure

their abilities to compete in the open market. (quoted
in Utusan Malaysia, 22nd November 1982, p.1)

Dr. Ismail added that the above, coupled with the marketing systems
in Malaysia, made the situation for the bumiputrasa lot worse.
He urged the relevant authorities concerned with the New Economic Policy

to give attention to the two problems he identifded because the prevailing

conditions could affect bumiputra success i siness.

It is also significant that none of : trepreneurs made any sug-—
gestions regarding the quality of\a visory officers attached to
government departments and a ’n\\x. Although the percentage of
officials who did so was s 9% of the cases), their criticisms
regarding the quality Si\kfyisory officers were well expressed

(as quoted at length ier). Similarly, 47% of the

officials wanted to %see better co-ordination of government
programmes, but none of the entrepreneurs, The officials

through their suggestions displayed very clearly their

awareness regarding weaknesses in the present delivery

system of entrepreneurial and related issues in Malaysia,

which according to one of them "lack a concerted and total
approach, requiring an articulated implementation programme,

which is still absent'. When probed as to how confident

he was about the present system of delivering a larger

pool of bumiputra entrepreneurs, one senior government servant

replied:
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The present system as it is can produce only those who are
very keen to become businessmen. In fact there is no ideal
environment for businessmen to spring up. Under current
adverse conditions we see good ones emerging but bad

ones are falling like ten pins causing a lot of alarm.

The rate of success is less than what we expect. We can
hope to produce 30-407% good ones out of which 30-407% will
drop out due to insufficient supervision and advice ...

Today the Malays treat business as an occupation, a quick
way of getting rich and not a way of life. Hence this
is an institutional drawback on the Malays. Instead

of 'makan gaji' (earning a salary) 'dia jadi peniaga'
(they became businessmen) — merely another occupation.

Finally, in much the same vein, a Malay bank officer in the interview

said:

It is time to look at the whole syste QN improve its effectivenes‘
a

What is currently available can hop ssist 'half way'
Institutional set-~up is suff1c1e t the impact is not up
to expectations. The main st blocks are 'ourselves'
(such as our sheltered lives, nabllltles to accept
changes, and our attltudes "Competition'

.

Generally the results regardi \uggeqtlons for increasing

the number of bumiputra eEtr reneurs show that there were

some differences of o%

regarding the neceggary course of action. Referring back

between entrepreneurs and officials

to Figure 7.3, in the views of the officials the first five

priorities in order of importance were as follows:

a) a change in bumiputra business attitudes;
b) increased management training and guidance;
c) better quality of advisory officers;

d) a change in officers' attitudes;

e) better market assistance.




On the other hand, the bumiputra entrepreneurs wanted to

see the following:

a) increased and better access to capitalj;
b) increased management training and guidance;
c) increased and better access to strategic and cheaper

premises;

d) better access to supplies;
e) a change in the officers' attitudes ;
The issue here is not that one is T the other is right,

but more importantly that a bl e rin® for increasing the number
of bumiputra entrepreneurs mﬂ\%t* nsider all the relevant aspects
so that they complement e other. In the opinion of this
author, the findings far presented in this thesis point

to the personal i aﬁ%}ﬁacies of bumiputra entrepreneurs

as well as to w Glade (1967) calls the lack of opportunity
structure that surrounds them, including such factors as

the financial institutions, market systems, advisory services

and even the economic and political climate, which appear

to resist bumiputra newcomers in business and industry.

The second part of this chapter examines the results of the
quantitative analysis attempted on selected aspects of this

research.
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Part Two: Results of The Quantitative Analysis

The quantitative analysis of the data obtained in BERQ-one
(i.c. the questionnaire used to interview the entrepreneurs)
and BERQ-two (i.e. the questionnaire used to interview the Malay
officials) was undertaken to supplement some of the qualitative
results which have been presented in Part One of this chapter,
and to explore certain trends associated with selected variables
in this study. Although the results of the quantitative analysis

are able to shed some light on bumiputra entrepreneurship, they

were not designed to test any specific hypothesié‘;>~

Q.

As a reminder the following scales e Ween constructed
and used in the analysis:

&

a) business-record scale;

b) business-problem SC81\‘¥:’

c¢) training-—mneed s ;
d) officials'—-attitude scalceg

e) officials'-problem scale.

Where the Chi-square statistics are used, the corrected chi-
square values are reported in cases where the expected (E)
frequency of observation in the cells on a 2 x 2 contingency

table was less than 10, following Mc Nemar (1955 : 230—251) :

-

The use of X2 when any one E is less than 5 is questionable
for four—-fold contingency table, an allowance for
discontinuity can be made by applying Yates correction

for continuity, which should always be used when any one E
is less than 5, and is advisable when an E is less than 10.
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7.6 Results of the Statistical Analysis Between Selected Independent

Variables and the 'Business—Record Scale', 'Business-Problem Scale'

and 'Training—-Need Scale' in BERQ-one

The median scores obtained by selected independent and dependent
variables on each of the scales - 'business-record', 'business-

problem' and 'training-need' - are shown in Table 7.38.

Those statistical tests on the scales that reached the criterion
level of p <€ 0.02 on the Mann-Whitney U tests are reproduced

in Table 7.39. Apart from the variables sh in 7.39

there were no significant differences bet 11 the

other variables shown in Table 7.38. ?q'
Table 7.38 shows the following:

A
a) There were no signif ’X\\lfferences between urban

ticular

and rural entrepre with regard to business problems;
b) There were noSignificant differences between entrepreneurs
who had o imary schooling and those who had

secondary schooling with regard to record keeping;

c) There were no significant differences between entrepreneurs
who fathers were in business and those who fathers
were on salaries regarding record keeping or business

problems;

d) There were no significant differences between entrepreneurs
whose previous occupation was with the government
and those who were in the private sector,

regarding record keeping or business problems;
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Table 7.38

Bumiputra Entrepreneurs: Median Scores Obtained by Selected Independent

Variables on the 'Record', 'Problem' and 'Training-Need' Scales in BERQ-one

Business- Business— Training-
Record Problem Need
Variable Names Scale Scale Scale
in pairs of 1 and 2
Median Scores
1 Urban entrepreneurs 4,.8% 3.5 11.9
2 Rural entrepreneurs 3.2% 3.0 11.4
1 Sole proprietorships 3.7% 3.2% 11.6
2 Partnerships 6.3% v3* 10.5
1 Members of bus. assoc. 5.6% 2.6% 12.0
2 Non-members of bus. assoc. 3.5% 2.6% 11.3
1 Primary schooling 3 2.6% 11.3
2 Secondary schooling 4. 4, 2% 12.6
-

1 Father in business " \*.9 3.3 11.6
2 Father on salary 4,2 3.4 11.6
1 Previous occupation - go 4.4 3.0 10.8
2 Previous occupation — pte. 3.8 3.4 11.8
1 Received advice @' 4.4 3.6 11.9
2 Did not receive a 3.7 2.5 11.3
1 Had business training 5.3% 3.8 13.0
2 No business training 3.3% 2.9 13.4
1 Experienced most growth 4.5 3.5 11.4
2 Experienced moderate growth 3.3 4.0 12.8
1 Experienced moderate growth 3.3 4.0 12.8
2 Experienced least growth 3.9 3.2 11.8
1 Experienced most growth 4.5 3.5 11.4
2 Experienced least growth 3.9 3.2 11.8
1 Retail 3.5 3.2 12.6
2 Service 3.9 2.8 11.8
1 Retail 3.5 3.2 12.6
2 Construction 5.5 4.3 10.8
1 Retail 3.5 3.2 12.6
2 Manufacturing 3.8 3.6 11.8
1 Service 3.9 2.8 12.0
2 Construction 3.5 4.3 10.8




Bumiputra Entrepreneurs:

Table 7.38 (contd.)

Median Scores Obtained by Selected Independent

Variables on the 'Record', 'Problem' and 'Training-Need' Scales in BERQ-one

Business- Business-— Training-—
Record Problem Need
Scale Scale Scale
Variable Names
in pairs of 1 and 2
Median Scores
1 Service 3.9 2.8 12.0
2 Manufacturing 3.8 3.6 11.8
1 Construction 5.5 Q 4.3 10.8
2 Manufacturing 3.8 3.6 11.8
*Significant at p € 0.02 (2 tailed) on t nn-Whitney U test.
0‘\l:.
.\
e) There were no signif Ekk' dif ferences between entrepreneurs

who received busin

advice and those who did not,

regarding reCﬁE eping or business problems;

£) There wer

who had business training and those who did not,

regarding business problems;

no significant differences between entrepreneurs

g) There were no significant differences between entrepreneurs

who experienced most business growth and those with

moderate growth,

problems;

regarding record keeping or business

h) There were no significant differences between entrepreneurs

who experienced moderate business growth and those

with the least growth,

business problems;

regarding record keeping or



i) There were no significant differences between entrepreneurs
who experienced most business growth and those with
the least growth, regarding record keeping or business

problems.

In addition to the above, Table 7.38 also shows there were no
significant differences between all the variables listed regarding
"training needs', and between industries - retail, service,
construction, manufacturing - regarding record keeping, business
problems and 'training needs'. These results suggest that there
were no differences between the industries nly in terms

of their responses to the training need lso in terms of
their business practices or their i problems. In fact

the results of the quantitative a@s confirm the same trend
discussed in Part One regardrn absence of differences between

.
industries concerning bus \ practices, business problems,

and training needs.

It is also sig t to note that the results in Table 7.38
failed to show any significant relationship between any of the
'business growth' variables on record keeping, suggesting that
there might be other non-technical factors which affect business
growth. The author's suhsequent analysis between independent
variables such as entrepreneurs motivated by 'independence'

and those motivated by 'income' or 'work opportunity', and

any of the 'growth' variables, also failed to show any significant
differences. These subsequent results also coincide with those
reported by Storey (1982) who found that entrepreneurs forced

into entrepreneurship were no less successful than those who



voluntarily chose business as a career. However, as far as

the bumiputra entrepreneurs in the present study were concerned,

it is this author's opinion (as suggested in Part One of this
chapter) that the growth experienced mainly by entrepreneurs

in the construction industry might have been due to the construction
boom during the post-NEP (New Economic Policy) period. This

was much more likely, as most of the contractors in the construction
industry relied on captive markets such as govermment contracts.

These were more certain compared, for example, to the retail

industry which had to rely on the open markv

the following can

Apart from the results stated in the ?
be said based on the resul nted in Tables 7.38

N

a) urban entrepreneu t better records than rural entrepreneurs;

b) entrepreneur ) pdrtnership kept better records than entrepreneurs
who were proprietors, but they also had more problems;

c) entrepreneurs who were members of business associations

kept better records than those who were non-members;

d) entrepreneur s who had secondary schooling had more problems

than those who had only primary education;
e) entrepreneurs who had business training kept better records

than those without.

Following the results shown in Table 7.39, analysis of the items

comprising each of the scales was administered to determine which



Table 7.39

Bumiputra Entrepreneurs: Mann-Whitney U test Results* Between Selected Independent variables on the

'Business-Record' and 'Business-Problem' Scales in BERQ-one

Dependent Variables
Independent Variables Business—Reco&le Business-Problem Scale
U Z PV (2-tailed) 9] Z TP (2 tailed)
1 Urban entrepreneurs 440.5 | &2 0.02 '
Vs & l
2 Rural entrepreneurs §\ !
¢

1  Sole proprietorships ’@ -3.1233 0.00 387.0 1-3.421 0.00
Vs

2 Partnerships @; 3

~Ci-

1 Members of business association 434,01-2,5013 0.01
vs *

2  Non-members of business asso%’%ﬁ

1  Entrepreneurs with secondary “schooling 482,5 | -2,232 0.02
vs

2 Entrepreneurs with only primary schooling

1 Entrepreneurs with business training 396.0 | -0.29924 0.00
Vs
2 Entrepreneurs without business training
L

*Only those that reached the criterion level of p £ 0.02 (2-tailed) are listed.
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of the items might have contributed to the significant differences
between the groups classified as independent variables in

Table 7.39. The results of the item analysis using the
chi-square statistic comprising those that reached the

ceriterion level 0f£0.05 are shown in Table 7.40. Based

on Table 7.40, the following may now be said regarding

bumiputra entrepreneurs in the present study.

7.6.1 Urban Entrepreneurs and Rural Entrepreneurs

a) There was a slight but signi@% relationship between

urban entrepreneurs and t ing of income records
compared with rural e@ neurs.
b) There was a sli% significant relationship between
NN\

urban entrepr and the keeping of expenditure

records comp with rural entrepreneurs.

c) Ther ‘%Era slight but significant relationship between
urb entrepreneurs and the keeping of travel records

compared with rural entrepreneurs.

d) There was a slight but significant relationship between
urban entrepreneurs and the preparation of profit

and loss accounts compared with rural entrepreneurs.

7.6.2 Entrepreneurs in Sole Proprietorship and Those in Partnership

a) There was a slight but significant relationship between
entrepreneurs in partnership and the keeping of travel

records compared with entrepreneurs in sole proprietorships.



Bumiputra Entrepreneurs:

Table 7.40

Results** of the Item Analysis on 'Business-Record' and 'Business-Problem'

Scales in BERQ-one

_ T
Chi Square
Independent Variables Dependent Variables with 1° of P Phi correlation
freedom
Urban entrepreneurs Items in business record‘i,iv
Vs scale:
Rural entrepreneurs record income 7.17 0.00 0.28
record expend't?\ 4,86 0.03 0.23
record travel 7.96 0.00 0.29
prepare pro and loss a/d 4.09 0.04 0.21
Sole proprietorship Items’@mess record
Vs scale:
Partnership re Xtravels 4,85% 0.03 0.28
re profit and loss a/¢  6.40% 0.01 0.31
prépare balance sheets 19.71% 0.00 0.53
tems in business problem
scale:
problem govt. agency 10.59%* 0.00 0.42
Members of business association Items in business record
vs. scale:
Non-members of business association record travels 6.36 0.02 0.26
prepare profit and loss a/q 14.81 0.00 0.40
Items in business problem
scale:
bureaucratic delays 11.80 0.00 0.36
access to capital 10.48 0.00 0.34
prejudice 3.33% 0.06 0.22
long-term loan 4,69% 0.03 0.26

-0%¢C=-



Table 7.40 (contd.)

Bumiputra Entrepreneurs: Results** of the Item Analysis on 'Business-Record' and 'Business-Problem'

Scales in BERQ-one

Chi Square !
Independent Variables Dependent Variables with 1° of P Phi correlation
, freedom i |
i !
Entrepreneurs with secondary schooling| Items in business ; ;
vs scale: : :
Entrepreneurs with primary schooling record expe 4,16 ¢ 0,04 0.21 i
record debts 4,09 . 0.04 0.21 !
recordet s 4.09 - 0.04 0.21
Items i\ iness problem "
scaie. :
1 erm loan 4,86 . 0.02 0.27
{
Entrepreneurs with business traini ems in business record ;
Vs % scale: f
Entrepreneurs without bus. traini record income 7.49 0.00 0.29
record expenditure 5.58 0.02 0.25
record travels 7.39 0.00 0.28
prepare profit & loss a/c 12,45 0.00 0.32

*Where E was less than 10, the corrected Chi square value is reported.

**0Only those that reached the criterion level of p < 0.05 are reported.

~L¢C~



b) There was a slight but significant relationship between
entrepreneurs in partnerships and the preparation
of profit and loss accounts compared with

entrepreneurs in sole proprietorships.,

¢) There was a strong and significant relationship between
entrepreneurs in partnerships and the preparation
of balance sheets compared with entrepreneurs

in sole proprietorships.

d) There was a strong and significa relationship between
entrepreneurs in partnerships ptoblems associated
with competition with gove agencies compared

with entrepreneurs in oprietorships.

L 2
P ¢ \\kz . . .
7.6.3 Entrepreneurs who wer, rs of Business Associations and who

were Non-Members of BuSiness Associations

a) There a%slight but significant relationship between
entrepreneurs who were members of business associations

and the keeping of travel records compared with non-members.

b) There was a strong and significant relationship between
entrepreneurs who were members of business associations
and the preparation of profit and loss accounts

compared with non-members.

c) There was a moderate and significant relationship between
entrepreneurs who were members of business associations
and the problems associated with bureaucratic

delays comparced with non-members.




d)

e)

£)
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There was a moderate and significant relationship between
entrepreneurs who were members of business associations

and difficulty regarding access to capital compared

with non-members.

There was a slight and insignificant relationship (p = 0.06)
between entrepreneurs who were members of business association

and problems regarding prejudice compared with non-members.

There was a slight but significant relationship between

entrepreneurs who were members of business associations

and the problem regarding lon&ans compared

with non-members. ‘
7.6.4 Entrepreneurs who had only "%ﬁ Schooling and those who had

.
Secondary Schooling ’%\

a)

b)

c)

There was a, s1ight but significant relationship between
entrepr%with secondary schooling and the keeping
of iture records compared with those who had

only primary schooling.

There was a slight but significant relationship between
entrepreneurs with secondary schooling and the keeping
of debt records compared with those who had only

primary schooling.

There was a slight but significant relationship between
entrepreneurs with secondary schooling and the keeping
of travel records compared with those who had only

primary schooling.



d) There was a slight but significant relationship between
cntreprencurs with secondary schooling and problems
regarding long—term loans compared with those

who had only primary schooling.

7.6.5 Entrepreneurs with Business Training and without Business Training

a) There was a slight but significant relationship between
entrepreneurs who had business training and the keeping

of income records compared with those without,

b) There was a slight but significa&E’?elationship between
entrepreneurs who had busines§ftraining and the keeping

of expenditure records c red with those without.

c) There was a sligh;%significant relationship between

L 4
entrepreneurs ;:Sgﬂ business training and the keeping

of travel re compared with those without.

d) There_w, moderate relationship between entrepreneurs who

had%ness training and preparation of profit and loss

accounts compared with those without.

The results of the item analysis in Table 7.40 helped identify the
exact nature of the problems mentioned by the respective groups of
entrepreneurs. For example, the item analysis given in Table 7.40
shows that non-members of business associations faced specific problems
with regard to bureaucratic delays, access to capital, prejudice, and

long-term loans rather than all the problems which comprised the scale.

The results of the item analysis shown in Table 7.40 also demonstrate




that the entrepreneurs were inconsistent in keeping business records.

For example, at any one time no more than four out of ten items on the
business record scale came out significant in the statistical test admini-
stered. The implications are more serious since the item analysis in
Table 7.40 shows that inconsistencies in record keeping were found among
entrepreneurs who had some kind of business training. In this respect,
the results could mean either that the business training which they
received was not effective as far as the keeping of business records

was concerned, or that the entrepreneurs failed to realize the

importance of keeping business records; the latter reason may be

further interpreted as a reflection of thei SEZE%al attitude towards
business. ‘ :

Generally, the results of the quanti ive analysis between selected
independent variables and eg the constructed scales failed

to show any significant dif \nces between them, However, the

results gave some indicati that general exposure such as urbanization,
membership of busin rganizations, and business training were
related to the Kefeping of business records. At the same time,

exposures such as those mentioned have led to more business problems,
which could perhaps be explained in terms of greater awareness
regarding the rights expected by the entrepreneurs. The finding

that schooling levels were not significantly related to record keeping,
in part, appears to be consistent with those reported by

Abdul Aziz Mahmud (1977) regarding the relationship between

education and business performance.
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7.7 Results of the Statistical Analysis between selected

Independent Variables in BERQ-one

In addition to the analysis between selected independent wvariables
and each of the scales shown in Table 7.38, analysis between
selected independent variables was undertaken. The independent
variables selected for analysis between each other are

shown earlier in Table 6.1. Except for the results

described below, most of the analysis between independent
variables failed to reach the criterion level of

p < 0.05. However details of those that re

the criterion level are shown in the acc h

2 x 2 contingency tables. The tables expected

frequencies in brackets, observed ncies outside

brackets, the x2 value, and tP hi measure of correlation.

The following may now be s 1;:5Pgarding the relationships between

some of the jndependende ariables,

a) There was a ng and significant relationship
between entBepreneurs who were members of
business associations and business training

compared with those who were non-members.

members non-member s
with training 30 13

(19.2) (23.8)
without training 11 38

(21.8) (27.2)

x? = 20.76, P = 0.05, Phi = 0.47




There was a slight but significant relationship between
entrepreneurs with secondary schooling and business
training compared with those who had only primary

schooling.

Primary Secondary
Schooling Schooling
with training 21 22
(26.6) (16.1)
without training 36 13
(26.1) (18.6)

2 = 5.90, P = 0.05, Phi = 0.25 Q~E

There was a slight but signi relationship between
entrepreneurs who had buSSQEég training and independence

.
as their business obj c&, compared with those

without training wh d income as their main objective.

@ Income as Independence
business as business
objective objective

with training 16 18
(20.8) (13.2)

without training 25 8
(20.2) (12.8)

x? = 5.81, P = 0.05, Phi = 0.29



d)
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There was a moderate and significant relationshilip between
entrepreneurs who had business training and advice compared

with those without =iraining and advice.

Received Did not

advice receive advice
with training 33 10

(25.7) (17.3)
without training 22 27

(29.3) (19.7)

x? = 9.66, P = 0.05, Phi = 0.32

'gthe above suggest the

To restate, the results just presentev
following: @

a)

b)

c)

d)

\ E
Entrepreneurs who we c& ers of business associations

had better access siness training;

Entrepreneur * had better education also had more

business ing;

Entrepreneurs who had business training tended to seek

business advice;

Entrepreneurs who had business training were motivated
by 'independence' rather than '"income' as a basis

for being in business.
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7.7.1 Results of the Statistical Analysis between Selected

Independent Variables and Categories of 'Business Growth'

The statistical analysis between selected independent
variables in BERQ-one also failed to show any significant
relationship between each of the selected variables

with any of the'growth'categories. In particular,

apart from the failure to obtain any significant relationship
between 'business growth' and 'record keeping' (Table 7.38)

or between 'business growth' and types of business

motivation, discussed previously, the ts of the

present analysis between independe iables(in Table 6.1)show
no significant relationship begw the following

variables:

N

S
O\
a) 'growth' and bu aﬁps location classified as urban or

rural;

b) 'grow % types of business ownerships such as

sole oprietorships or partnerships;
c) 'growth' and membership of business associations;
d) 'growth' and levels of schooling;
e) 'srowth' and parental source of income;
£) 'growth' and previous occupation such as being in the

government service or being in the private sector;

g) 'srowth' and 'business advice';

h) 'erowth' and 'business training'.
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Even accepting that the growth index used in this study had
its limitations, it is quite notable that 'record keeping'
and 'business training' were not related to any of the
business growth categories. The results in 'record
keeping' and 'business training' just mentioned suggest
that perhaps technical skills alone were insufficient
conditions for effective entrepreneurship. In fact

Lea et al. (1974), in a study regarding efficiency

and growth in the building industry in Britain, reported
that those firms which experienced growth seemed to

have violated most of what can be con?‘ed as proper

business practice. In view of t ent findings,
one has equally to consider the rtance of non-technical
factors, particularly the p€mg@nality factors such

as those reported by Mc@\&%land (1958, 1961) and improved
.
by, for example, Lo \ 1. (1977) and Timmons et al.

(1977).

Results of the,S (ZD:ical Analysis in BERQ~-two - Data obtained

from QOfficials

Analysis of the data in BERQ—-two was mainly concerned with

the relationship between different classification of officials

as independent variables and the 'official-attitude' and

the 'official-problem' scales as dependent variables shown

earlier in Table 6.2. The results regarding the median scores obtained
by each of the independent variables identified in BERQ-two

on each of the scales are shown in Table 7.41. The results

of the Mann-Whitney-U test did not show any significant

differences between officials on the 'attitude—-scale' used
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to judge bumiputra abilities in business. The results of

the statistical test are quite consistent with the qualitative
results presented earlier, where the officials were found

to judge bumiputra business abilities fairly low, even though
the officials not only belonged to different departments

or government agencies, but also held different responsibilities

such as trainers, bankers and advisers.

Table 7.41

Bumiputra Entrepreneurs: Median Scores Obtained ?ﬂdependent Variables

on the 'Official-Attitude' and 'Official—Pr%

Scales in BERQ-two

Dependent Variables

Independent Variables ’% Official- Official-
in pairs of 1 and 2 e Attitude Scale Problem Scale
Median Scores
[
1 MARA officers t 2.0 6.0
2 Other officers 2.4 7.5
1 State officers 2.2 6.0%*
2 Federal officers 2.2 8.0%*
1 Junior officers 2.4 6.5
2 Senior officers 1.9 7.6
1 Officers in the private sector 2.3 6.5
2 Officers in the government service 1.5 7.7
1 Officers who are trainers 2.2 6.3
2 Officers who are non-trainers 2.1 8.0
*Significant at p € 0.02 (2-tailed)
Analysis of the data regarding 'official-problem scale' in
BERQ-two, however, found a significant difference (at p = 0.01)

between the perception of officials at the state and federal
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levels. The results of the Mann-Whitney-U test on the 'official-

problem scale' are shown in Table 7.42.

Table 7,42

Bumiputra Entrepreneurs: Results* of the Mann-Whitney-U Test between

Selected Independent Variables on the 'Official-Problem'

Scale
Dependent Variables
Independent Variables Official—-Problem Scale
U Z P (2-tailed)
Officials at state vs 83.0 -2.4708 0.01
Officials at federal level

*Reports only those results that reach th giakﬁrion level of
p < 0.02 (2-tailed)

.
Further analysis of the ite "\%*e 'of ficial-problem' scale
show that there were sig nt differences only with regard
to the item on monopoﬁx&r’ As shown in the 2 x 2 contingency
table below, there @a substantial and significant difference

between federal offficials and their perception of the problem

of monopoly compared with those at the state levels. This
No problem Problem
on monopoly monopoly
Officials at 10* ., 17
state level (6.4) (20.6)
Officials at 0 15
federal level (3.6) (11.4)

x? = 5.39, P =0.05, Phi = 0.42

* observed values outside brackets
*%* expected values inside brackets
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discrepancy may be explained by the fact that entrepreneurs
in the state of Kelantan could turn to neighbouring Thailand
when faced with shortages in a number of commercial items,
thus breaking certain monopolies within the state. This
type of alternative was not possible in most other Malaysian

states that did not share a common border with Thailand.

In view of the above, the results in BERQ-two generally show
that the officials were fairly unanimous in their views regarding

the abilities of small bumiputra businesse oSEtheir problems.

Results of the Statistical Comparison

Bumiputra Business Problems Pqnga%zf by Entrepreneurs and Officials

4

By recoding problems percei Xas big or medium as 'problem'

and recoding problems percé&ived as small or no problem as

'not a problem' (as(&%’[‘able 7.34 earlier) the author analyzed
the responses the entrepreneurs with those made by

the officials. The following report the results, illustrated
by the relevant 2 x 2 contingency tables. The chi-square
value and the level of significance are also shown together
with the phi correlation coefficient. The figures in brackets

refer to expected values, and those outside refer to observed

values.
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Problem on Laws and Regulations

There was no significant difference between entrepreneurs

and officials regarding their perceptions on problems

associated with laws and regulations.

No problems
on laws and
regulations

Problems
on laws and
regulations

Entrepreneurs 72 20
(70.3) (21.6)

Officials 32 12
(33.6) (10.4)

Problems on Bureaucrati@\QElaxs
0\\

There was a slight,b

\ignif icant relationship between

the perception~01 officials regarding bureaucratic

th the entrepreneurs.

delays comp r%

No bureaucratic

Bureaucratic

problems problems
Entrepreneurs 54 38
(46.7) (45.3)
Off icials 15 29
(22.3) (21.7)

x% = 6.26, P = 0.05, Phi = 0.21
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7.9.3 Problems on Monopoly

There was a substantial and significant relationship between
the perception of officials regarding the problem of monopoly

compared with the entrepreneurs.

No monopoly Monopoly
problems problems
Entrepreneurs 74 17
(60.9) (30.1)
Officials 15 27
(13.9)

X% = 24.98, P =0.05, Ph\QB

Problems on Political Integfe ce

There was a moderate ;ESQEgnlflcant relationship between
the perception of ials regarding political problems

compared with t ntrepreneurs.

No political Political

problems problems
Entrepreneurs 84 8
(74.3) (17.7)
Officials 25 18
(34.7) (8.3)

x? = 18.65, P = 0.05, Phi = 0.37
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Problems on Business Consultation

There was a slight but no significant difference between
the perception of officlals regarding the problem of

business consultation compared with the entrepreneurs.

No consultation Consultation
problems problems
Entrepreneurs 50 41
(45.5) (45.5)
Officials 26
(21 5) (21.5)

x? = 2.68, P = 0.1, Phi = 0.14 Q‘

Problems on Prejudice

There was a moderat %\signlflcant relationship between

the perception o icials regarding the problems of
prejudice com}\&rd with the entrepreneurs.
No prejudice Prejudice
problems problems
Entrepreneurs 72 20
(59.7) (32.3)
Officials 15 27
(27.3) (14.7)

x? = 20.43, P = 0.05, Phi = 0.38




7.9.7
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Problems on Cotruption

There was a slight but significant relationship between the
perception of officials regarding the problem of corruption

compared with the entrepreneurs.

No corruption Corruption
problems problems
Entrepreneurs 74 18
(66.9) (25.1)
Of ficials 22 18
(29.1) (10.9)

2

X =7.87, P = 0.05, Phi = 0.24 ‘;
Problems on Capital @

0‘\1:'
0\1\
There was a substan \ d significant relationship between

the perception of cials regarding the problem of capital

compared with2$n trepreneurs.

No capital Capital
problems problems
Entrepreneurs 47 44
(34.0) (57.0)
Officials 3 40
(16.0) (27.0)

x2 = 24.75, P = 0.05, Phi = 0.43
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7.9.9 Problems on Supply

There was a moderate and significant relationship between
the perception of officials regarding the problem of

supplies compared with the entrepreneurs.

No supply Supply
problems problems
Entrepreneurs 53 38
(42.8) (48.2)
Officials 10 33
(20.2) (22.8)

X = 12.56, P = 0.05, Phi = 0,31 Q~i

The results of the statistical an is in the above again

demonstrate that the officia%\\\$ more aware of the problems
.

faced by the bumiputras t e bumiputra entrepreneurs themselves.
The only exceptions wereNproblems regarding 'laws and regulations'
and 'business cons $ons' where both the officials and the
entrepreneurs §e to be equally aware of the size of existing
problems. These results confirmed and reinforced the comments
made earlier by the author during the qualitative presentation

of the results in Part One of this chapter, and reported as

well by the MCDS (1976).

Although, as has been previously mentioned, the results of

the quantitative analysis presented in Part Two of this chapter
were not intended to prove any particular theory or hypothesis,
they have helped to confirm most of what has been presented

as qualitative findings in Part One. In addition to that they have

also indicated certain trends associated with bumiputra entrepreneurship



-249-

in this study, which could not be clearly identified much earlier.

Specifically, the quantitative analysis of the data in BERQ-one

and BERQ-two demonstrate the following:

a)

b)

c)

d)

There were no significant differences between all the four
industries - construction, retail, manufacturing, services -
with respect to training needs, business problems, and

the keeping of business records. The analysis showed

they all had problems, wanted business training, and were

poor at keeping business records.

Although the level of schooling di t\seem to affect record

keeping practices, other variabl dicative of business

exposures, such as 'busines ing' and 'association

memberships' were found be
.

te\\\ However, further statistical

ere inconsistencies in the types and fre-

significantly related to

record keeping pract

analysis showed t

guencies cfbusin%:ecords kept, even among those

who had bu 1@ training.

None of the 'technical' variables, such as business training,
education, record keeping, or demographic variables such

as parental background, previous occupational history

or even business motive were found to be significantly
related to any of the growth categories as defined

in this study.

The officials were unanimous in rating bumiputra business
abilities as fairly low. Likewise, there was a consensus
among the officials regarding the size of bumiputra
business problems in spite of their varied backgrounds

and responsibilities.



e) There were some disagreements between the entrepreneurs
and the officials with regard to the size of the
business problems perceived. However, the mismatch
did not concern the presence of the problems;
rather, the mismatch showed that the officials
were more aware of the problems faced by the
bumiputra entrepreneurs than the entrepreneurs

themselves.
A summary of all the major results presented for this study on

bumiputra entrepreneurs (i.e. MARA loaneces he Malaysian state

of Kelantan) and some recommendations t op bumiputra

entrepreneurship in Malaysia are @the next chapter.
0‘\l:.
N
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CHAPTER 8

SUMMARY AND RECOMMENDATIONS

8. Summary of Results

The summary of results on bumiputra e¢ntrepreneurship in this study
is classified as follows:
a) personal profile

b) business profile

c) business practices and growth profile Q
d) business—problems profile @E

e) training-needs profile ¢
QA
f) areas needing improveme
8.1 The Personal Profyd f Bumiputra Entrepreneurs

Some of the major findings and conclusions regarding the personal

profiles of the bumiputra entrepreneurs are listed below.

a) The majority of bumiputra entrepreneurs had parents
who were poor, with rural and agricultural backgrounds.
The entrepreneurs comprised mainly men and the middle-—
aged group of 30-40 year olds. They were quite a
mobile group judging from their parents' or their own

birthplace.



b)

)

d)

e)
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A substantial number of the bumiputra entrepreneurs had
very little formal education with more than half (62%)
having had only primary schooling. However, their low
level of schooling did not distinguish them as a group
from the rest of the bumiputra population who generally

had little education.

Al though almost 50% of the bumiputra entrepreneurs in

this study had parents whose sources of income were from
business this did not seem to influence their choice of
occupation. In fact only two of tho interviewed mentioned

they were in business to keep up q‘? ily tradition.

The majority(68%) of them were siness as a source of

work and employment, or as (1982) calls it, "forced
into entrepreneurship',

‘\\E
A high percentage, ( of the bumiputra entrepreneurs

in this study/b gan their businesses without

any traini g@ 11, and at the time of

the inte 53% of them had no business training

of any kind.

Data on the previous occupational history of the bumiputra
entrepreneurs in this study indicate that they were

all blue collar workers without any managerial experience.

Generally, the information on the bumiputra personal profile,

such as their background, education, or experience, indicates

that these could not have adequately prepared the bumiputras

entrepreneurs for the vocation they were in.



_')55_

8.2 The Business Profile of Bumiputra Entrepreneurs

a)

b)

c)

d)

e)

More than three-quarters (78%) of the bumiputra enterprises
in this study were started only after 1969 (i.e. during

the period of the NEP [New Economic Policy]), and not

during the years immediately after independence in 1957.
This implies that bumiputra entry into business and industry
was a direct outcome of the NEP. In fact 637% of them

were beginners.

Sole proprietorships were the most pop r type of business

organization among the bumiputra en@ neurs in this
study (i.e. 91%).

In terms of organization dnd sure, more than 50% of

the entrepreneurs in l\ dy were not members of business
associations, and 40% not receive outside business
advice. of tho~ did receive business advice, 657

of them menti bublness friends as their source, followed
in poor s place by government agencies with 18%

of responses. The main sources of business training

were those provided by government departments or agencies,

Data on capital show that almost 90%Z of the bumiputra
entrepreneurs in this study started with a : capital of
less than $10,000, with 55% of them actually beginning

with less than $2000.

The most popular sources of venture capital among the
bumiputra entrepreneurs in this study were personal savings
(70%), followed by govermment agencies (10%). However,

of the sources of subsequent capital mentioned, government



agencies received 507% followed by personal sources which
received 33%. As sources of subsequent capital the contribution
made by other financial institutions in the private

sector such as the commercial banks was noor (12%).

f) In terms of firm size, the median value of current assets
owned by the bumiputra firms in this study was $13,000,
with only 15% claiming to own assets in excess of $50,000,
the criteria used by MARA to classify larger businesses.
Data regarding their initial and current assets show

that the bumiputra firms were not only small, but were

also stagnant. Q;

g) Almost half(47%) of the bumip ‘g:E%ﬁsinesses in this study

se businesses who did were

had no paid employees; but

a useful source of eanisg , compared to firms of similar
.

size in other countr \ uch as Japan, the United Kingdom,

Australia, or New and.

Generally, the on bumiputra business profiles demonstrate
that the bumiputra businesses were relatively young, small,

poorly organized, and ailing. They did not appear to receive
much support from either the public or private sectors, especially
from banks. As a whole, the bumiputra firms were a neglected

group of small business ventures.



8.3 The Business Practice and Growth Profile of Bumiputra Entrepreneurs

8.3.1 Business Practice Profile

Data on selected business practices show a substantial
number of the bumiputra businesses were operating without
written business records or related business documents.,
Of the main ones, and excluding those who kept records

on an infrequent basis:

a) 38% mnever recorded their incomes compared to 387 who

did; ?‘

b) 367% never recorded their ex% urescompared to 43% who

did;

c) 33% never recordg debts compared to 55% who

did; \

d) 78% never rded their stocks compared to 187% who
did;
e) 657 never prepared profit and loss accounts compared

to 35% who did;

£) 907% never prepared cash flows compared to 10% who
did;
g) 787% never prepared a work plan in advance compared

to 22% who did.

In confirmation of the above:



a) 90% of the officials rated bumiputra ability in
financial administration as poor and none considered

ther  good or excellent;

b) more than 507% of the officials rated the bumiputrasto

be poor in each of the following: office administration,

personnel administration, public relations,

and marketing management.

8.3.2 Business Growth Profile

Analysis of the growth categories, ho , failed to

show that the keeping of business s was significantly
related to business growth. ;‘E&tt none of the personal,
demographic or business varil s identified in this

study were found to be 1cantly related to business

growth, \

As a whole, the dat?Q rding bumiputra practice and ability
S

indicate that thei iness and technical skills were still

at a very low level. They did not seem to have prepared themselves

sufficiently for entry into the business world, nor did they

realize what business signifies.

The Business Problem Profile of Bumiputra Entrepreneurs

Apart from the problems peculiar only to themselves, the bumiputra
entrepreneurs also faced problems that are typical of small
businesses. In descending order, the bumiputra entrepreneurs

in this study were found to face the following problens:




a) access to loans (46.0)

b) accens to supplies (400)

c) bureaucratic delays (38%)

d) availability of business consultations (35/%)
e) availability of skilled personnel (26/%)

£) laws and regulations (20/)

g) prejudice (1770)

h) corruption (17,) Qi

The persistence of problems in thi suggests that in spite

of government efforts to assiS%em, the bumiputra entrepreneurs

.
were operating in a relati 100stile environment. In fact,

the officials interviewedNin® this study felt these problems

tc be much greater }%Ehe entrepreneurs themselves realized.

The Training—-Needs Profile of Bumiputra Entrepreneurs

Generally, the entrepreneurs responded positively to business
courses suggested to them. Their priorities regarding specific
courses (as indicated by the percentage of responses) were

in the following order:

a) bookkeeping (88%)

b) business planning (87.)

c) sales management ({&4/)
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d) loan application management (85&)

e) capital management (79o)

£) taxation (725)

g) business law (/2.)

h) government rules and regulations (66/)
i) stock management (00/5)

D) credit-debt management (6650)

k) purchasing (667) 2 Q

1) personnel (63,0)

m) advertising (59%) @
However, in designing course’\%ﬂle entrepreneurs consideration
.

must be given to a) the mo & venient course times which
were found to be either e ngs or weekends b) the most convenient
travel distance, wh!@&as found to be a radius of 20 miles

(about 30 kilom c) the levels of education of the entrepreneurs,
which were found to be quite elementary and d) the non—-technical

factors which the bumiputra entrepreneurs appear to be lacking.

Bumiputra Entrepreneurship: Areas Needing Improvements and

their Implications

Following the suggestions made by both entrepreneurs and officials
interviewed, below is a list of areas in need of improvement,

followed by some of the implications arising from the list.




i
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n
o)
i

a) bumiputra business attitudes

b) access to capital

c) training and guidance

d) co-ordination of government programmes

e) attitude of officials towards entrepreneurship and the

problems of small businesses in particular

£) market assistance

g) assistance ensuring a fairer distri @g of supplies
of goods or services v
h) a need to maintain an expert@of advisory officers

who are career minded \\

i) a need to ensure ilability of strategic premises
but at affordab rices.

"O'

This list and theNoverall results of this study imply the following.

a) The bumiputras lack certain psychological factors to prepare
them for entry and progress in business and industry.
Even from within Malay society, the enviromment does not
seem to be very sympathetic to the bumiputras in business

and industry.

b) The financial institutions, including government agencies
and commercial banks, have not adapted to the needs of
small bumiputra businesses. For example, banks still
maintain a conservative approach towards lending, requiring

collateral as security.



<) Currently, the areas of busliness training and guidance
seem to have suffered from the lack of qualified
staff and co-ordination between government departments.
Existing programmes appear to be largely ad hoc and are
not sufficiently dynamic to produce and maintain a permanent
class of bumiputra entrepreneurs. Bumiputra sole reliance
on government training programmes indicates the absence
of leadership coming from the private sector, especially

from various business organizations, or even from institutions

i?%he bumiputras

appears to be some

of higher learning.

d) In spite of govermment efforts to a

in business and industry there i

resistance regarding the impl ation of the

New Economic Policy. Indif ence and corruption
.

on the part of some go ent officers have exacerbated

N\

these problems.

Recommendations f‘J;hu:Development of Bumiputra Entrepreneurship

\ >4

and for Further search

The importance of 'village entrepreneur ', as the subjects of

this study could accurately be called, should not be underestimated,
not only in terms of their total assets but also in terms

of theilr demonstrative effects on other bumiputras who

aspire to be part of the business and industrial community.
Ultimately, the attractiveness of the entrepreneurial pursuits

will be judged by the relative success of this group of

bumiputra entreprneurs (i.e. the ‘'village entrepreneurs’')

who, however unimportant they may appear, are models for




the rest of the bumiputra population. Recommendations to

ensure their success and to promote bumiputra entrepreneurship

can be made within the limitations of the results presented

for this study. These include recommendations for immediate

needs, including the creation of support services, as well

as long-term needs,.

8.7.1 Recommendation for Immediate Needs

a)

b)

Co-ordination of government programmes to avoid waste of

resources arising from inefficien due, for example,
to overlaps between agencies. The present situation
presents a confused pictu o the potential bumiputra

entrepreneurs. Clearl here should be a special

*

department respor i\%for developing bumiputra
entrepreneur@ answerable to a cabinet
Minister. Presently nearly every government
departmqﬁtrk; involved in entrepreneurial

deve ment. There appear to be no articulated

plans, and their resources are stretched without

regard for capacity.

A review of the present training programmes to consider

their curriculum in terms of technical skills and
the factors involved in motivating potential entre-~
preneurs, There are a number of Malay beliefs

and attitudes that stress achievement-oriented
behaviour which could be included and emphasized

in the training programmes. A number of

overseas models could be adapted with the

use of outside leaders in the field.



c)

d)

To be effective, training must not only be highly
selective, but must be designed to meet the different
educational standards of the bumiputras. Also
training has to be a continuous process, not

merely for the starting of a business.

In certain fields of business and industry, where places
for training in commercial firms arce not available locally,
potential entrepreneurs ought to be sent overseas for
apprenticeship and training. It is also essential

to increase the supply of skille our as

a4 source of new venture creatdns, apart from

pure commercial training)

The training of aqy‘skmy'officers is a priority to ensure

L 2
their quality <\\Xgive confidence to the bumiputra

clients. Th tio of advisory officers in the
extension%ices to the number of bumiputra businesses
must b proved to a manageable level. Steps
should%be taken to use community resources such

as the few retired business persons. The government
has to consider ways of retaining experienced

field officers. In fact their remuneration

must be appropriate to their jobs, rather

than based on their paper qualifications.

Rearrangement of existing financial facilities

based on overseas experience are urgently
needed. Currently, most private financial

institutions are geared to the need
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of bigger businesses, yet the bumiputra firms are
largely small enterprises. If necessary, there
should be small business counters attached to

all financial institutions which operate on different

terms from ordinary business loans.

A good relationship with government departments

can ensure the smooth runing of bumiputra
enterprises. Although government servants
often perceive the problems bumiputras face

better than the bumiputras themsel their

indifference is well documente@ part
from educating the officev\s %Selves, there

should be a bureau for ¢ aints etc., which

exists at all ],ever\%éistrict, state or
.

federal - with to investigate, direct
and report any blems or foul play to the
Prime Mingd r's office, or even the Prime
Minist self.

The establishment of market research centres would

help to guide and channel the bumiputrasinto businesses
and industries that offer the least resistance . The
government, through the centre, could identify

new lines of businesses and industries and help avoid
confrontation with any established ventures

apart from perhaps breaking a monopoly. Initially,
the bumiputras should refrain from trying to

handle production and marketing solely on their

own. The goverument, in the early stages, could

help pool bumiputra resources and arrange for the markets.
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.2 Support Services

In addition to the above, the availability of supporting

services is essential to attract, maintain, and guide

the bumiputrasin commerce and industry. Overseas, a

nunber of services are available which can be modelled

upon.

have

For example, Love (1977) and Bannock (1980)

documented a fairly exhaustive list of the kinds

of programmes adopted in several countries. The kinds

of supporting services envisaged would include:

a)

b)

c)

A documentation and informati centre which would provide a

central point for collatin rmation of significance to the

bumiputra entrepreneu should be able to utilize
existing sources § distribute on a referral basis

or individua The key to such a system is the initial

regular 1nfo®io all interested business associations

indexing ategorlzlng and the updating of information.

An is ry service with branches at the state and district

levels attached to MARA, for example, would provide a

basic signposting, referral and advisory service.

The service should draw up a list of comsultants drawn

from the business community and the educational institutions,
The scheme should cover remunerations for outside
consultants on a subsidized basis. It should

be able to provide both initial and continuous consultancy

services.

The establishment of a small business institute which

would make use of university resources comprising
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e)

g)

staff and senior students. The institute would have
direct contact with business associations, or interested
individuals, particularly new entrants in business

and industry.

Education and training in the field of entrepreneurship and

the small business is highly demanded and needed. Courses
should be organized to meet the needs of new businesses

and potential entrepreneurs, as well as in specialized
areas. It should be quite selective. The

scheme would require a highly trail group

of key management personnel. Q
An entrepreneurial curr@ development centre ought to
be started to develQ{J;:f iculum materials for use in
.
education and traitstg. The materials should include

course outlin sual aids etc. The centre should

be able t st and adapt materials used in training
packag @rseas for local consumption, including

their ®ranslation into Bahasa Malaysia (Malay).

The training of small business advisers cannot be overlooked

as overseas experience indicates that consultants such
as accountants, bankers, lawyers, and other personnel

found orientation programmes to be very useful.

The publication of specialist materials and a directory of

resources would help acquaint the bumiputra entrepreneurs
with existing methods and resources. Some overseas
materials could be obtained for translation, subject

te permission being granted.
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h) A guide on finance to be used by entrepreneurs as well as

financial institutions is necessary. Banks, finance houses,
and governmment agencies need to be educated on the needs,
possibilities and approach to financing of small businesses.
Similarly, the bumiputra entrepreneurs are largely

unaware of the type of financing that is least

expensive and risky, and one which they will

be able to present themselves, adequately,

instead of relying solely on the availability

of collaterals.

i) The establishment of an entre n;Zrial research and

\J
development centre at a un rgity is necessary tec monitor
the needs of the bumiput trepreneurs. Research

and development in tae 1d of entrepreneurship cannot

.
be left solely m\& initiative of interested individuals.

It should be —going process. The university

is well ited because of the readily available resources.
Besid ,@ university often provides common service
facilRties such as workshops, testing centres, data
processing and forums, as well as academic programmes

in entrepreneurship and the small business.

.3 Recommendation for Long-Term Needs

The long-term goal ought to be to instil entrepreneurship

early in the life of the bumiputras, as part of their personality,
in the whole process of growth, rather than having

entrepreneur ial skills largely 'implanted' through

training later in life as shown in A (present programme)



Figure 8.1

A Simplified Model Representing Programmes to Promote Bumiputra Entrepreneurship in Malaysia
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of Figure 8,1. Although the present system is working,
it is doubtful whether current efforts are sufficiently
dynamic to produce and maintain generations of

bumiputra entrepreneurs.

As shown in B (alternative programme) of Figure 8.1,
entrepreneurial activities are planned and actively implemented
through social insbitutions such as the family, the school,

and the community at large, While such activities

may vary, the following are some examples of the

a) Family and The School ;

Through the family.,%ents could be encouraged to

.
instil in their L\\\ren concepts of independence

kinds envisaged.

and innovativ s which appear to be lacking
among the iputras. Education for parenthood
cannot Js ly be left to find its course

but requires active suggestions through

the mass media, particularly the radio,

the cinemas, and television. Trained in
the old ways, parents are largely unaware of
alternative ways of making a living through
business and industry and this in turn gets

transferred to their children.

The school system too should be able to present
to each child worthwhile alternative life styles

(i.e. ways of earning a living) that would divert
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some from the current scramble for jobs in the government.
There are many ways of doing this, but at least elementary
business and technical skills have to be taught much earlier
especially in view of the tendency among the entrepreneurial
types to leave school sooner. The school curriculum might
include information regarding all the support activities,
both public and private including the functions of various

institutions, that are accessible to entrants in commerce and

industry.

Community Involvement

At one time in Malaysia ther ;a weekend markets in every
village or district wher@ eople could display, sell
their crafts, or demqgnsgtra their skills (Maxwell, 1948).
o\gk_

Except in curtainoahaég centres, these are long gone.

N
Perhaps, such ities ought to be revived and improved
not simply hobbies but as potential business activities
worthy (Egrious attention (Zaiton Idris, 1977). The
gover nt represented by the district officers should
constantly monitor any element of entrepreneurial
talents, analyse their potential, identify
the problems, and pave the way for growth. Where
possible, established business leaders may be invited

to participate on equal terms as government officers.

The identification of specific activities or methods of
introducing entrepreneurial activities through the family,
school, or any other institution in the community, indicated

in Figure 8.1 is beyond the scope of this study and must



be left to future research in this and related fields.

8.7.4 Recommendations for Further Research

Further research on bumiputra entrepreneurship and related fields

is still needed in view of the exploratory nature of the present

study and the scarcity of empirical data on entrepreneurship

in Malaysia. In this respect, the following are some

recommendations for further research.

a)

b)

c)

d)

e)

Research into the personal and business characteristics of

successful and unsuccessful bt@m?; entrepreneurs.
Research on a larger scal the different problems and
needs of bumiputra entr@eurs according to industrial

classification, bus* size, stage of development
NN\

and business lo N .

Research dgtlo the relative success of current training
progra %ﬂd methods adopted by various government

agenc fes to promote bumiputra entrepreneurship.

Research into specific problems and needs of government
agencies entrusted with the development of bumiputra

entrepreneurship.

Research relating to entrepreneurial activities most
suitable for introduction into the family, school or

the community.



Agency

Implementation and
coordination unit

(ICU) (from 1977)

Promotion of Bumiputra Entrepreneurship:

Appendix 1

Loan Facilities

Objective
To promote small

businesses via

basic facilities.

To promote

Malay business

NS

Target group Type of loans

XX :

Hawkers regardless Interest free loan

of races. 1. Purchase of motor-
cycles (up to 70%

costs) .

sh-carts.
Tricycle.
;4. Hawking (Perkakas).
1.

Working capital

Malay busin*;, and
AN
indust a% in

exi T new., 2.

Working capital in

construction projects.

Bank Guarantees.

[e2) Ut

together with C.G.C.

in trade and services.

Purchase of taxicabs.

Integrated loans scheme

All loans
are not given in
monetary forms but

in kinds.

-1le~

Not exceeding

$M50,000.

Purchase of fixed assets.

7. Supervised Credit Schemes.



Credit Guarantee

Corp. (CGC)

Bank Pertanian.
(Agricultural
Bank)

Development Bank
of Malaysia.
(Est. 1973

operative 1974).

Appendix 1 (Cont'd)

Promotion of Bumiputra Entrepreneurship:

Loan Facilities

As Guarantors

Small Businesses,

to Commercial Bank bumiputras parti-

loans. cularly.

Working Capital
in agriculture, small
businesses in commerce

and industry.

oF

Q?‘

Supervised deve-

Entrepre E\
agric %

lopment.

se
To promote 1putra entrepre-
bumiputra neurs in industrial
entrepreneurs in sectors.

projects at all
levels including
feasibility studies,
finance and manage-

ment.

Credits in agricultural

related pursuits.

Long and medium term
loans to purchase fixed
assets in manufacturing
mining, tourism, logging,
transportation and pro-

fessional services.

1. No collateral
to loans under
SM30,00C,

2. Maximum to
bumiputras
SM2G0,000 non-
bumiputras

$M100,000.

No limits but subject

to project viability.

Exceeding $¥50,000

~1

AN



MIDF (Malaysian
Industrial Deve-

lopment and finance).

UpA (Urban Develop-

ment Authority).

Appendix 1 (Cont'd)

Promotion of Bumiputra Entrepreneurship:

Loan Facilities

To develop indus- All racial groups.

trial sectors via A special unit is
agssistance to local established for
and foreign bumiputras.
interests.

To develop, or All racial groups.
redevelop urban
centres, allocate
business premises,
industrial premises, 0\

N

and housing in more

equal terms between

Long and medium term

loans.

L 0 cover redevelop-
- ¢of premises, col-

aterals, purchase of

business premises,
housing and business

projects.

Not exceeding
SM30C,000 for

small businesses.

—¢le-



Appendix 1 (Cont'd)

Promotion of Bumiputra Entrepreneurship: Loan Facilities

Ministry of Youths, To develop entre- 1. Youths trained Loans obtained from the
Culture and Sports preneurs among, by the Ministry Ministry itself, or other
Youths in Business. Youths, to prevent at Pertak, sources including Banks
unemployment. Dusun Tua. and MARA.
2. On the job
training. ?\
3. Participants in Q
hntrepreneurlal
Developme
grarmne .
4, Othe h trained

at §e levels.

&

(Source: ICU: Prime Minister's Department, Malaysia; personal communication, translated into English by the author)

~Vic~



Agency
MARA

NPC (National

Productivity Centre)

AEEendix 2

Promotion of Bumiputra Entrepreneurship: Business Counselling

Objective
To develop
bumiputra

entrepreneurs.

To provide a c@

for entrepreneurship
with assistance from
MARA, RISDA, Ministry
of Youths, Culture and
Sports, Ministry of

Defence.

Counselling and Guidance

Research and feasibility studies,

Target Group Activity
Bumiputras especially 1.
in: 2.
1. manufacturing 3.

2. processing

industries E 4,
light—enginee@\Q

Lo

4., technical

mechanic rvices
Sources$

* .
1. ainees.

Youth trainees

N\ l 3. “Graduates in various
@, disciplines.

Existing and new 1

bumiputra entrepre-

neurs. 2.

Development and encouragement
of small businesses and industries.

Development of new entrepreneurs.

Identification and selection of
participants.

One-day seminars.

Follow~ups via letters.

Follow-ups via visits.

~Gle=



Appendix 2 (Cont'd)

Promotion of Bumiputra Entrepreneurship: Business Counselling

Development Bank To develop and Existing and new 1. Guidance and counselling,
increase the entrepreneurs sources: leaflets.
number of l. School leavers. 2. Guidance and counselling before

bumiputra 2. Ex-govt. servants. and after launching of projects.

entrepreneurs in Priority given to ?\ 3. Mainly medium sized groups

clients of Banks@ exceeding $M50,000.

Existing

industries and

tourism.

PERNAS To develop and Visits, business promotion, seminars
b b

maintain the level entre@r in
¢
of entrepreneurial ret&k siness.

pursuits among

(National Trading handbooks and leaflets.

Corporation)

bumiputras.

Visits, follow~-ups, via letters

Ministry of Youths.

Culture and Sports.

MIDF

(Source: ICU , Prime Minister's Department, Malaysia; personal communication, translated into English by the author)

To prevent une 01%,& Youths and members

ment among y 1S

all races.

To develop and
promote bumiputra

entrepreneurs.

of various

associations.

Trainers and

entrepreneurs.

educational visits.

Meetings, seminar information

dissemination visits.



Agency

ICE

Ministry of Youths

NPC in conjunction
with MARA, RISDA,

Ministry of Youths,

Ministry of Defence.

1T (MARA Institute

of Technology)

Appendix 3

Promotion of Bumiputra Entrepreneurship: Business Training

Objective Activity/Facilities
To coordinate between Courses

institutions which
provide counselling and

guidance for small scale

enterprises. 2 ?\
To encourage entrepreneurial Courses. ?\
pursuits in order to prevent

unemployment among youths. '
*

To train bumiputra into repreneurial Development
business and industry, - Courses since June 1976,

joint council at state

levels.

1. Provides training for 1. Entrepreneurial
potential bumiputra Development Training
entrepreneurs. 2. Programme for executive

2. Provide facilities development.

and research.

3. Provide follow-up studies.

Target Group

Small scale enterprises.

Youths

Bumiputra Enterprises.

Bumiputra Entrepreneurs.

- LL(; -



Appendix 3 (Cont'd)
Promotion of Bumiputra Entrepreneurship:
Public Works

Department (PWD/JKR).

Business Training

Familiarization Training on

Construction Works.

v
&

\

(Source : ICU , Prime Minister's Department, Mala

nels

rersonal communication, translated into Eng

pd
D

Bumiputra Contractors

. by the author)

-0lc—



Appendix 4

Promotion of Bumiputra Entrepreneurship: Miscellaneous Services

Agencies

MARA

Institute of Technology
Bank Negara

(Central Bank)

via Commercial Banks.

Ministry of Education.

MARA
UDA
SEDCS

Ministry of Housing and local government
Ministry of Trade and Industry.
Ministry of Transport.

Ministry of Finance.

¥

Activities/Facilities

Staff training
programmes aimed at

trainers.

Ministry ) ;Eation is mainly involved
with un aduate education at the school
and un sity levels.

0$
0%\
usiness premises.

Licensing

—6Le-



Appendix 4 (Cont'd)

Promotion of Bumiputra Entrepreneurship: Miscellaneous Services

FIDA
MARA

UDA
MARDI (Malaysian Agricultural Research }

Development Institute). ?\

MIDFIC (Malaysian Industrial Development

Finance) Corporation). ?\
N

Project identification.

=08

*

\

Tr.glish by the author)

(Source: ICU: Prime Minister's Department, Malaysia; personal communication, translated into frg



Appendix 5

Malay Participation in the Manufacturing Sector - 1973

No. of Value of Gross Value of Production Value Added
Ownership Establishment Fixed
Assets SMil. $'000 y4 $'000 A

Malay 1,108 49.3 107,485 1.4 44,616 1.9

Chinese 8,747 653.5 3,166,004 ?\ 40,6 828,707 35.5

Indian 325 19.2 49,0 0.6 22,425 1.0

Others 149 489.2 92 5.7 166,957 7.1 hg
GCovernment 53 - 82,137 2.3 40,303 1.7 T

AN
N\
Non Malaysian 614 1041@ 3,676,272 47.2 1,183,362 50.8
»

Malaysian and

Non-Malaysian 76 .7 168,732 2.2 46,972 2.0
Joint Ownership Q
Total 11,072 2304.4 7,795,015 100 2,333,412 100

(Source: Principal Statistics on Ownership and Participation in Commerce

and Industry, Peninsular Malaysia, 1973/74, from SERGPU, 1975: 39)



Appendix 6

Malay Participation in the Construction Sector, 1971 - 1973

number of Establishments rixed Assets (1)
1971 1972 1573
Ownership 1971 1972 1973 S % $ % S %
Million Million Million
Malay 34 56 76 1 ?‘2.5 1.8 2.4 4.1 3.7
Chinese 913 1,033 1,128 ?3‘ 90.6 65.8 85.5  83.5  74.3
Indian 16 19 32 @ 0.5 0.8 1.0 1.4 1.3 1.2
Others 3 9 .\F 0.6 0.9 3.0 3.9 0.8 0.7
0\\
Non-Malaysian 44 47@& 3.3 5.2 5.2 6.8  22.6  20.1
N.E.C. & Stateless - , ! - - - - - - -
TOTAL 1,000 Ql\,lm 1,299 64.1  100.0 76.8  112.4  100.0

(1) As at end of the year.

(Source: Survey on Construction Industries by Department of Statistics, Malaysia, from SERGPU, 1975: 47)

- YT
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Appendix 7

Number of Bumiputras in Business and Industry in

Kelantan Classified According to Types and Districts

June 1975
Types of Business -
= ] N Total
and Industry 2 @ g © ota
o g 3 o )
ey = o0 oW — =
/M = ) U R
e « 3] - 4 = @]
! - c o, © £
- ()] &} £ 9] o] = &}
Q m ) = o — ) o
~2 oy = £ [ ) £~ M
Business types:
1. wWholesale' 31 15 4 1 3 1 ?\2 61
2
2. Rice wholesale 51 15 5 6 8 QQ 8 98
3. Ceneral 1 ? ’
provisions (retail),
general supplies 807 205 74 6 39 41 65 1347
4. Bumiputra ’$
Exporters 8 - ’\\\ 1 - - - 9
5. Bumiputras3
Importers 12 - - 1 3 - - 16
6. Rubber dealers3 @& 12 11 2 6 24 17 2 100
7. Food retailers
(unprocessed) 551 94 - - - - 645
8. Cement 10
Distributors 2 - - ~ - - 2
9. Iron and Steel
Distributors 2 - - - - - 2




Appendix 7 (Cont'd)

Number of Bumiputras in Business and Industry in

Kelantan Classified According to Types and Districts

June 1375
Types of business = Total
3 I R
and Industry < w w o o
@ b = & )
Koy ot o0 Ay — =
[ee) @] ] (¥} 4
bt o ! ] » Mo o
@ - g o 9 O
5 2§ 5 & 2 E %
7 A 2 & MDD o
Business types:
10. Dah Yang Steel 1 - - - - - - - 1

Mfglo v
. . X 10
11. Paint distributor 1 - - — - - — 1
12. Flour distributor 12 3 - ; - - - - 15

13. Cigarettes 1
o\NE_
14. Sugarlo 6 .\\ - - - - - - 6

15. Shellane gaslo — - — - - - - 7

p—

16. Yamahalo

17. Kawasakilo @ 3 - - - - - - - 3

18. Suzukilo

(@)
{
l
|
!
!
W

p—
|
|
J
|
[
|
1
et

19. Hondalo 2 - - - -~ - - - 2
20. she11'? L o- - - - - - )
21. EssolO 5 - - - - - - - 5
*
22. Hawkers 159 - - - - - - - - 159%*
Total 159 1533 344 93 78 69 60 66 77 2485

Manufacturing:

23. Malay Sawmillsa 10 4 2 2 1 4 5 1 29

24. lLlogging firms/
holding of
logging permits 42 4 1 1 7 10 1 - 66
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Appendix 7 (Cont'd)

Industry in

Kelantan Classified According to Types

and Districts

June 1975
Types ol Business
and Industry 2 @ o <
<] + = -
) a = « @
N = ) ¥ — =
/M = ] 2
v © o = e < o
d o £ e o © £
4+~ 43} @] =1 2} o] j= (9}
o < g 3 o = o o
o oW = ¥ e} = m
25. Furniture,
housing, offices,
planning windows,
doors, carpentry, v
manufacturing 19 5 3 5 1 1 38
26. Miscellaneous
Industries
a) ice~cream 1 - - @ - - - - 1
b) ice 2 - - - - - - 3
.
c) tanning 9 ’\&_ _ _ _ _ 2
d) tyre retreads 1 —\ - - - - - - 1
e) acid 1 - - - - - - 1
f) art studios \:l - - - - - - - 1
g) art advertising (ZDL - - - - - - - 1
h) manure 1 - - - - - - - 1
i) matches 1 - - - - - - - 1
j) welding and motor
workshops 7 - - - 1 1 1 - 10
27. Gold and silversmiths
28. Printing/
stationary 10 - - - - - - - 10
29. Batik factory7 170 - - - - - - - 170
30. Weaving factory6 28 - - 4 ~ - - - 32
31. Brick factoryl 7 3 - 1 - - 14
32. Rice and padi’’? 30 15 2 11 13 - 1 9 81
33. Tobacco leaves
drying'k 128% - - - - - - - It 128
Total 128%* 351 31 8 25 29 16 10 13 611
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Appendix 7 (Cont'd)

Number of Bumiputras in Business and Industry in

Kelantan Classified According to Types and Districts

June 1975
Types of business = = = Total
= a ] ]
and Industry b 2 g g M
= = 80 a — =
22 o + a o~
4 I35} I3 ) 4 e e}
@ o -~ [o¥ ot 3} )
o 0 Q E 0 = o 3
0 R g = © — & «d
22 =¥ £~ (oW =) e~ )
Services:
34. Restaurant/eating 373 94 - 48 - - - 515
stalls and drinks
35. Barristers,and <;
solicitors 7 - - v - - - 7
36. Medical clinicsb 5 2 1@ 1 - 1 _ 10
37. Private educ. .\b
instn. 4 a\\ 11 - - 10
38. Barbers/hair \
saloons 39 3 9 7 1 7 3 85
39. Dhobi/clothes $
cleaning @ 6 1 - - - 2 - 19
40. Photography 15 10 3 9 7 1 7 3 55
41. Hotel/Boarding
houses 4 - - - - - - - 4
. .6
42. TV repairs 3 1 - 1 - - - - 5
43. Electrical shops 1 - - - - - - - 1
44, Transportation
(A licence) 21% - - - - - - - - 21
45. Transportation
(B licence) 3% — - - - - - - _ 39
46. Service station6* 9 - - - - - - - - 9
47. Tailoring*™ 200 - _ — —- - - - ~ 200
Total 261 461 131 10 68 16 2 17 6 973
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Appendix 7 (Cont'd)

Number of Bumiputra in Business and Industry in

Kelantan Classified According to Types and Districts

June 1975
Types of Business = )
s o IS K T
E ) s N = otal
o —
and Industry o 4 =~ = 5
s = 60 [ — =
m o L ! -
u « «© p > e o)
© - = o - © <
49 )} S} E 9] 3 o 9}
1) ol o = < — < @
4 Ay - = [» W] jom] = m

48. Contractors:

Class A - - - -

Class

"

Class

Class C - 12 1 14

Class D9 51 5 ’S\l:._ 1 - 1 1 60
Class E° 32 7 ’§\ 4 1 1 1 1 48
Class EX’ 22 @2 - 1 11 - 30
Class F° 1(6*55 % 21 13 12 16 17 303

General 9
contractors’ 100 10 2 - 1 1 2 3 120

o

O X
|

w

|

] §
| |
— |
w

Total 353 79 41 28 19 15 21 22 578

Grand Total: 549 2698 585 152 199 133 99 114 118 4647
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Appendix 7 (Cont'd)

Number of Bumiputras in Business and Industry in

Kelantan Classified According to Types and Districts

June 1975

Note:

* Distribution according to districts was unknown.

+
These figures were based on the Forestry Department before
distribution according to districts was made.

++
The figures 38 were inaccurate because these were furniture
factories using electrical machinery - a substantial number
of those factors were run using manual machines. Actual
figures would be around 180.

1 Information based on Department of Stat ss:%s'- July 1972.

2

According to National Padi and Ric (LPN) 1975.

the number for the whole st s 44,

*
3 According to the Ministry of’%* and Industry, Kota Bharu,
t\

Information based on g I Fotrestry Department.

5 Department of Fa&'and Machinery.

6 MCDS, Survey.

7 Batik Manufacturers' Association - actual figures were unknown.
8 Information from MARA.

9 Registration according to Public Services Department (JKR).

10

Bumiputra participation Unit, Ministry of Trade and Industry.

(Source: MCDS, 1976: Appendix 1, translated into English by the
author)
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Appendix 8

Bumiputra Entrepreneur Research Questionnaire- One (BERQ-ONE)

Sulit (Confidential)

Universiti Kebangsaan Malaysia
Massey University

MARA, Entrepreneurial Development Division

Soal Selidik Usahawan Bumiputra Satu (5SUB-1)

Bumiputra Entrepreneurial Research Questionnaire One (BERQ-ONE)

Bahagian I. Butir-Butir Peribadi
(Part 1). (Personal Particulars)
a

Dalam bahagian ini bolihkah encik/puan beri va sadikit sebanyak

dari latar belakang encik/puan.
(In this section, could you please tell ome of your personal

background.)
.
%\k
1. Nama

(Name)

2. Alamat berhubung 4
(Correspondence ag

3. Jantina
(Sex)

Umur
(Age)

Fas

5. Apakah kelulusan tertinggi encik/puan?
(What was your highest educational achievements?)

a) ijazah universiti c) tamat sekolah menengah atas
(University degree) (completed upper secondary
education)
b) diploma maktab
(College diploma) d) tamat sekolah menengah rendah
(completed lower secondary
school)

....(Cont'd)
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e) ramat sckolah rendah 9) tidak bersekolah
(completed primary school) (did not attend school)

) lain-lain
(others)
Dengan siapakah pernah encik/puan bekerja sabelum encik/puan

menceburkan diri dalam dunia perniagaan?
(Where did you work before you went into business?)

a) kerajaan d) kerja sendiri
(government service) (self employed)
b) tentera ¢) lain-lain, sebutkan....

(private firm) (Acty rk)

(armed forces) (()thers,?eixse specify
c) swasta JenlsQ;U

Apakah tujuan encik/puan menceburka didalam dunia perniagaan?
(What was your main reason for be:rg business?)

a) pendapatan yang lumayan \\ peluang bekerja
(better income) \ (job opportunity)

b) pencapaian diri lain-lain, sebutkan....
(personal achievemen ) (others,

¢) kebebasan untu t@ ari
(personal freed d independence)

d) tradisi keluarg
(family tradition)

please specify)

Bilakah encik/puan mula memikirkan hal perniagaan?
(When did you first think about business ventures?)

‘a) semasa dibangku sekolah
(When I was at school)

b) semasa di Universiti/Kolej
(When 1 was at the University/College)

¢) setelah saya bekerja
(Since I started work)



A

9. Apakah sumber pendapatan utama ayah encik/puan?
(What was the main source of your father's income?)

a) berniaga sendiri c) bekerja kampong
(own business) (village work)

b) makan pgaji d) lain-lain, sila sebutkan
(on salary) (others, please specify).

10. Apakah sumber pendapatan utama emak encik/puan?
(What was the main source of your mother's income?)

a) berniaga sendiri ¢) bekerja kampong
(ownn business) (village work)

b) makan gaji d) 1lain-lain, sila sebutkan
(on salary) (others, please specify)

11. Adakah encik/puan.atau ibu bapa encik/pu n%’lsal dari tempat ini?

(Were you or your parcnts from this plac

a) Ya b)
(YGS) N

*

12. Adakah encik/puan mempunyai sa -mara yang dekat tinggal
Y y 12424

diluar dari negeri Kelant

(Do you have near relativyes o live outside Kelantan?)

a) Ya b) tiada

(Yes) &' (none)

Bahagian 2. Latar Belakang Perniagaan

(Part 2). Business Background

13. Apakah jenis perniagaan sabenar encik/puan?
(What is the exact nature of your business?

a) runcit c) Dbinaan
(retail) {(construction)
b) servis d) pembuatan
(service) (manufacturing)
sebutkan

(please specify)



16.

18.

Apakab jenis milik perniagaan encik/puan?
(What is the nature of your business ownership?)

a) persendirian
(sole proprietorship)

b) lain-lain, sebutkan
(others, please specify)

Bagaimanakah asal usul perniagaan encik/puan?
(What was the origin of your business?)

a) mula sendiri ¢) membeli perniagaan yang telah
(self started) wujud

(bought existing business)
b) mewarisi

(inherited) d) lain-lain, sila sebutkan
(others, please specify)

Pada tahun berapakah encik/puan memulakan permjagaan ini?
(What was the year you started this business‘?’~

a) sabelum Merdeka pada tahun 1957
(before Indpendence, 1957) v
b) antara tahun 1957-1969)
(between 1957-1969)

(after 1969)

sebutkan tahun sabe

0\\&_
c) salepas tahun 1969 ’\\
)

(please state exact yag

L

Adakah encik/puan 11 ahli apa-apa pertubuhan perniagaan?
(Are you a member any business association?)
a) Ya b) Tidak
(Yes) (No)
Apakah punca-punca modal permulaan encik/puan?

(What were your initial sources of capital?)

a) sendiri d) bank
(personal sources) (banks)

b) kawan-kawan e) lain-lain, sila sebutkan
(friends) (others, please specify)

c) ajensi kerajaan
(government agency)



21.

Berapa peratuskah dari punca-punca modal permulaan encik/puan

datangnya dari sumber-sumber sendiri?

(How many percent of the initial capital came from your

personal sources?)

a) 100% d) 25%
b) 75% e) & 25%
c) 50% £y 0%

Berapakah modal permulaan encik/puan?
(How much was your initial capital?

a)  hingga $1000 d4) S10,000 - $30,000
(up to $1000)
e) lebeh dari $30,000,
bh) $1001 - $ 5000 sebutkan

sila

(more tha ,000, please
c) $5001 - $10,000 speci@

Ber apakah jumlah modal encik/puan se
(What is the total value of your pres

Ecapital?)

Sila sebutkan anggarannya $

P |
(Please give your estimate) _°*
%\t

Apakah punca modal encik aterusnya?

(What are the sources of ye@ subsequent capital?)

a) sendiri d) bank
(personal sou e@ (banks)

b) kawan-kawan e) lain-lain sila sebutkan N B
(friends) (other, please specify)

c¢) ajensi kerajaan
(government agencies)

Berapakah jumlah pekerja encik/puan yang bergaji pada permulaan

perniagaan?

(How many paid employees did you have at the start of this

business?)

a) Sila sebutkan jumlah

b) Tiada
{(None)
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Berapakah jumlah pekerja encik/puan yang bergaji pada masa ini?
(How many paid employees do you have now?)

a) Sila sebutkan jumlah
(Please specify)

b) Tiada
(None)

Adakah ini pertama kali encik/puan menceburkan diri dalam dunia
perniagaan?
(Is this your first attempt at business?)

a) Ya, inilah kali pentama
(Yes, this is my first attempt)

b) 1Ini adalah kali kedua
(This is my second attempt)

¢) Ini adalah kali ketiga
(This is my third attempt)

d) Lebeh dari tiga kali, sila sebutkan E
(More than three times, please SPV

Apakah jenis kursus perniagaan yan rnah encik/puan ikuti sabelum
memulakan perniagaan?

(What business courses did y %ﬂ& before you went into a
business of your own?) 0%

a) mempunyai sijil per y melalui persekolahan
(obtained business cefwtificate through formal education)

sebutkan nama§a’ 4 i

(attended ceu S held by government agencies, please
state the na of the agency.)

b) menghadhiri kur@ ang, berikan olih ajensi kerajaan, sila

c¢) lain-lain, sila sebutkan
(others, please specify)

d) tiada
(none)

Apakan jenis kursus perniagaan yang pernah encik/puan ikuti
setelah memulakan perniagaan?

(What business courses have you attended since starting business?)

a) menghadhiri kursus yang di berikan olih agensi kerajaan,
sila sebutkan nama ajensi

b) lain~lain, sila sebutkan
(others, please specify)

¢c) tiada
(none)



28. Apakah punca-punca khidmat nasihat urusniaga yang encik/puan

dapati?

(What are your sources of

) akauntant d)

(accountant)

b) peguam e)
(lawyer)
¢) pegawai bank )

(bankers)

Bahagian 3.
(Part 3).

Amalan Perniagaan
(Business Practice)

Bolihkan

perkara-perkara berikut.

(Could you please tcll me the extent to which you

following)

29. Mencatit rekod jualan
(keep sales records)
a) senantiasa d)
(always)
.
b) Thampir kesemua .
(almost all) \
c) lebeh kurang separuh d3@ nya
(about half the tige
30. Mencatit rekod bela @n
(Keep expenditureNecoOrds)
a) senantiasa d)
(always)
b) hampir kesemuanya e)
(almost all)
c¢) lebih kurang separuh darinya
(about half the time)
31. Mencatit rekod hutang piutang

(Record all debts)

a) senantiasa
(always)

b) hampir kesemuanya
(almost all)

¢) lebeh kurang separul darinya
(about half the time)

busincss

advice?)

kawan-kawan dalam perniagaan
(friends in business)
Ajensi-ajensi keralaan.eeeese
(;sovernment agencieS.s.esees.)

lain=-lain, sila sebutkaNe...e.
(others, please specify.e....)

encik/puan beritahu saya sejauh mana encik/puan mengamalkan

tise the

g kala
metimes)

tidak pernah
(never)

Kadang kala
(sometimes)

tidak pernah
{never)

d) kadang-kala
(sometimes)

e) tidak permnah
(never)



33.

34.
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Mencatit rekod belanja perjalanan
(Record travel expenses)

a) senantiasa d)

kadang kala
(always)

(sometimes)

1) hampir kesemuanya e)

tidak pernah
(almost all)

(never)

¢) 1lebeh kurang separuh darinya
(about half the time)

Membuat perbandingan antara pendapatan dari jualan dengan

belanja untuk belian.
(Compare between sales and expenditures.)

a) bulanan d) tahunan
(monthly) (yearly)
b) suku tahun e) tidak pernah

(quarterly)

¢) sa-tengah tahun E
(half-yearly) ‘

Menggunakan rekod bertulis bagi me stok.
(Use written records to control stock)
.
a) senantiasa 0\\ d) kadang kala
(always) \ (sometimes)
b) hampir kesemuanya e) tidak pernah
(almost all) (never)
¢) lebeh kurang (%\ darinya
(half the time

Berusaha mengikuti harga barangan peniaga-peniaga lain.
(Survey the prices of similar goods and services.)

a) bulanan d) tahunan
(monthly) (yearly)

b) suku tahun e) tidak pernah
(quarterly) (never)

¢) satengah tahun
(half yearly)



36.

37.

38.

39.
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Mengiklan jualan
(Advertise)

a) bulanan d) tahunan
(monthly) (vearly)

b) suku tahun e) tidak pernah
(quarterly) (never)

¢) satengah tahun
(half yearly)

Menyediakan akaun untung rugi

(Prepare profit and loss accounts)

a) bulanan d) tahunan
(monthly) (vearly)

b) suku tahun ¢) tidak pernah
(quarterly)

(never)
¢) satengah tahun ;
(half-yearly)
Menyediakan timbangan kira-kira @E

(Prepare balance shecot)

a)  bulanan ’*tahunzm
(monthly) ’%\ (yearly)

b) suku tahun @ e) tidak pernah

(quarterly) (never)
c¢) satengah tahun
(half yearly) @

Menyediakan ramalan pengaliran wang tunai.
(Prepare cash flows)

a) bulanan d) tahunan
(monthly) (yearly)

b) sukutahun e) tidak pernah
(quarterly) (never)

¢) satengah tahun
(half yearly)




40.  Memberi diskaun/membuat jualan murah.
(Given discounts/held sales)

a) bulanan d) rtahunan
(monthly) (yearly)

h) suku tahun e) tidak pernah
(quarterly) (never)

¢) satengah tahun
(half vyearly)

41. Memberi ganjaran untuk pekerja
(Provide worker incentives)

a) bulanan d) tahunan
(monthly) (yvearly)

b) suku tahun e) tidak pernah
(quarterly) (never)

¢) satengah tahun ;
(halt yearly)
42, Menyediakan rauncangan kerja. E
(Prepare work plan.)

a) bulanan
(monthly)

0‘\l?.
’%\ (yearly)
) stuku talan §§§t\ ) tidak pernah

tahunan
(quarterly) (never)
c) satengah tahun
(half-yearly)

Bahagian 4. Kursus Perniagaan
(Part 4). (Business Courses)

Dalam bahagian ini bolihkabh encik/puan memberi tahu saya sekiranya encik/puan
perlukan kursus perniagaan yang disebutkan di bawah.
(In this part, could you indicate whether you require the business

courses listed below.)

43. Penjualan

(sales)

a) sangat perlu ¢) tidak perlu
(most needed) (not needed)

b) perlu

(needed)
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45.

46.

47.

48.

49.
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Iklan
(Advertising)

a) sangat perlu c)

tidak perlu
(most needed)

(not needed)

b) perlu
{(needed)
Pembelian
(Purchasing)
a) Sangat perlu c) tidak perlu
(most needed) (not needed)
b) perlu
(needed)

Akaun dan simpan kira-kira

(Accounting and bookkeeping) v
S
e

a) sangat perlu c) tida

(most needed) (no d)
b) perlu

(needed)

0‘\l:.
Pengurusan pinjaman wang ’%\

(Loan application managemen

a) sangat perlu c) tidak perlu
(most needed) (not needed)
b) perlu @
(needed)

Pengurusan modal pusingan
(Management of working capital.)

a) sangat perlu ¢) tidak perlu
(most needed) (not needed)
b) perlu
(needed)

Pengurusan hutang piutang
(Credit and debts management)

a) sangat perlu ¢) tidak perlu
(most needed) (not needed)
b) perlu

(needed)



51.

53.

54.

55.

- 500~

Pengurusan kakitangan
(Personnel management)

a) sangat perlu ¢c) tidak perlu
(most needed) (not needed)
b) perlu
(needed)

Pengurusan Stok
(Stock management)

a) sangat perlu c) tidak perlu
(most needed) (not needed)
b) perlu
(needed)

Memahammi peraturan jabatan kerajaan.
(Understanding government rules and regulat

isif‘)
a) sangat perlu c) tidaQ; u
e

(needed)

(most needed) (ngt
b) perlu @E

o\\tr.
Pengurusan cukai pendapatan.\\

(Income tax management.)
a) sangat perlu c) tidak perlu
(most needed)

(not needed)

b) perlu @
(needed) %

Undang-undang komersal.
(Commercial laws)

a) sangat perlu c) tidak perlu
(most needed) (not needed)
b) perlu
(needed)

Membuat perancangan untuk masa depan perniagaan.

(Planning for the business future.)

a) sangat perlu c) tidak perlu
(most neceded) (not needed)
b) perlu

(needed)




-301~-

Bahagian 5. Masalah Perniagaan)

(Part 5) (Business Problems)

Dalam bahagian ini bolihkah encik/puan memberi tahu saya sajauh mana

hal
(In
are

56.

57.

58.

59.

60.

berikut menjadi masalah perniagaan encik/puan?

this part could you let me know the extent to which the following

the business problems you face.)

Govemment Trules and regulations

a) masalah besar c) masalah kecil
(big problem) (small problem)
b) masalah sederhana d) tidak ada masalah

(moderate problem) (no problem)

Kelambatan bertindak dari jabatan kerajaan
(bureaucratic delays.)

a) masalah besar c) masal$E11

(big problem) (smal roblem

b) masalah sederhana d)
(moderate problem)

Masalah penawaran barangan dam &hfidma
(Supply Problems.) *
N
a) masalah besar \ c¢) masalah kecil
(big problem) {small problem)
b) masalah sederhana$ d) tidak ada masalah
(moderate proble% (no problem)

Persaingan hasil ri monopoli
(Competition arising from monopoly.)

a) masalah besar c) masalah kecil
(big problem) (small problem)

b) masalah sederhana d) tidak ada masalah
(moderate problem) (no problem)

Persaingan dengan ajensi kerajaan.
(Competition from government agencies.)

a) masalah besar ¢) masalah kecil
(big problem) (small problem)
b) masalah sederhana d) tidak ada masalah

(moderate problem) (no problem)



61.

62.

63.

64.

65.

66.

._5() D

Mendapat pinjaman modal.
(Availability of loans to be used as capital)

a) masalah besar c)

masalah kecil
(big problem)

(small problem)

b) masalah sederhana d) tidak ada masalah
(moderate problem) (no problem)

Mendapat pinjaman jangka panjang.
(Availability of long term loans.)

a) masalah besar ¢) masalah kecil
(big problem) (small problem)

b) masalah sederhana d) tidak ada masalah
(moderate problem) (no problem)

Gangguan Politik
(Political Interference.)

a) masalah besar ¢) masal k&cil
(big problem) (sma lem)

b) masalah sederhana d) i da masalah
(moderate problem) roblem)

Kekurangan tenaga terlatih ’*
(Availability of skilled 1a \

mi\

a) masalah besar ¢c) masalah kecil
(big problem) (small problem)

b) masalah sederha d) tidak ada masalah
(moderate pro 3@ (no problem)

Tempat berunding masalah perniagaan.
(Availability of business consultants)

a) masalah besar c¢) masalah kecil
(big problem) (small problem)

b) masalah sederhana d) tidak ada masalah
(moderate problem) (no problem)

Pra-sangka tentang kebolihan bumiputra dalam perniagaan.

(Prejudice towards bumiputra ability in business)

a) masalah besar c¢) masalah kecil
{big problem) (small problem)
b) masalah sederhana d) tidak ada masalah

(moderate problem) (no problem)
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67. Rasuah
(Corruption)

a) masalah besar c)

. masalah kecil
(big problem)

(small problem)

b) masalah sederhana d)

tidak ada masalah
(moderate problem)

(no problem)

68. Adakah encik/puan mempunyai apa-apa cadangan bagi membantu bumi-

putra dalam bidang permniagaan dan industry? Sila sebutkan.
(Have you got any suggestions to assist the bumiputras in
business and industry? Please state them.)

69. Sekiranya di adakan kursus peiniagaan, waktu %kah yang lebeh

sesuai bagi encik/puan?
(If a business course is held, what wou t

he most convenient
time for you to attend?)

a) Petang c) i sekolah
(evening) chool holidays)
b) hujung minggu blla—blla masa saja
(weekends) @\ (anytime)
70. Akhir sekali, apakah ak perjalanan yang paling sesuai bagi

i@tsus perniagaan.

most convenient distance for you to attend

encik/puan mengik
(Finally, what i
a business course

a) tidak melebihi 5 batu
(not exceeding 5 miles)

b) tidak melebihi 10 batu)
(not exceeding 10 miles)

¢) tidak melebihi 20 batu)
(not exceeding 20 miles)

d) lain-lain, sila sebutkan
(others, please specify)

Terima kasth di atas kesudian encik/puan mengambil bahagian
dalam kajiselidik ini.
(Thank you for taking part in this research.)

Mohd. Amir Sharifudin bin Hashim
Pensyarah Universiti Kebangsaan Malaysia
(Lecturer, the National University of Malaysia)
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Appendix 9

Sulit
(Confidential)

Soal Selidik Usahawan Bumiputra Dua (SSUB2)

(Bumiputra Entrepreneur Research Questionnaire Two (BERQ.2))
(Untuk Kegunaan temu ramah dengan pegawai-pegawai)

(For Use to Interview Officials)

Bahagian T Latar Belakang Pegawail
(Part I) (Background of Officials)

1. Apakah nama jawatan yang anda pegang sekarang?
(What is your present position?)

2. Apakah nama jabatan yang anda bertugas se ?
(What is the name of the department you a working for?)

3. Di daerah dan negeri manakah tempat a bertugas sekarang?
(In which district or state are u now working?)
AN
N
4. Berapa lamakah anda tela gas termasuk jawatan sekarang?
(How long have you be:i;wo ing, including your present post?)
5. Apakah jenis usa an yang mempunyai hubungan dengan anda?

(What types of entgepreneurs are you involved with?)

a) peruncit c) servis
(retailers) (services)

b) pembuatan d) lain-lain, sila
(manufacturers) sebutkan

(others, please specify)
c) binaan

(construction)

6. Apakan jenis hubungan yang anda terlibat dengan usahawan bumiputra ?
(What is the nature of your contact with the bumiputra
entrepreneurs?)

a) sebagai penasihat c) pelatih
(advisory capacity) (trainer)
b) sebagai pegawai pinjaman wang d) lain-lain, sila sebutkan

(loan application officer) (others, please specify)
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Bahagian 2.
(Part 2)

Kecekapan Urusniaga Bumiputra
(Bumiputra Business Ability)

Berdasarkan pengalaman dan pemerhatian anda, dapatkah anda membeli

sadikit gambaran tentang kecekapan urusniaga bumiputra dalam bidang-

bidang tersebut dibawah.

usaha kecil bumiputra.

Kecekapan ini adalah ditujukan kepada peng-

(Based on your personal experience and observation, please give an
indication regarding bumiputra business ability in respect of the

following.
smaller bumiputra business persons.)

7. Pentadbiran pejabat
(Office administration)

a) cemerlang d)
(excellent)

b) baik ' e)
(good)

c) sederhana
(moderate)

8. Pentadbiran kakitangan
(Personnel administration)

&

a) cemerlang d)

(excellent)
b) baik E e)
(good)
c¢) sederhana
(moderate)
9. Perhubungan awam

(Public relations)

a) cemerlang d)
(excellent)

b) baik e)
(good)

¢) sederhana
(moderate)

v

These ability ratings are aimed particularly at the

lemah

(wea

ti ahu

( know)

lemah
(weak)

tidak tahu
(don't know)

lemah
(weak)

tidak tahu
(don't know)
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10. Pentadbiran kewangan
(Financial administration)

a) cemerlang d) lemah
(excellent) (weak)
b) Dbaik e) tidak tahu
(good) (don't know)
¢) sederhana
(moderate)
11. Pentadbiran jualan dan pasaran

(Sales and Marketing Administration)

a) cemerlang d) lemah
(excellent) (weak)

b) baik e) tidak tahu
(good)

(don't know)

¢) sederhana

(moderate) QE

Bahagian 3. Masalah Perniagaan Usahaw iputra

(Part 3) (Bumiputra Business Problems)

2
Juga berdasarkan pengalaman dan px tian anda bolihkah anda memberi

pendapat anda tentang sejauh man 1 berikut menjadi masalah kepada

usahawan bumiputra.
(Also based on your experi and observation,
me the extent to whichgt
bumiputra entrepreneur

could you please tell
llowing are problems faced by the

12. Undang-undang dan peraturan kerajaan.
(Government rules and regulations)

a) masalah besar d)

tidak ada masalah
(big problem)

(no problem)

b) masalah sederhana e) tidak tahu
(moderate problem) (don't know)

c¢) masalah kecil
(small problem)
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13. Kelambatan bertindak dari dalam jabatan-jabatan kerajaan.
((Delays arising from government bureaucracy)

a) masalah besar d) tidak ada masalah
(big problem) (no problem)

b) masalah sederhana e) tidak tahu
(moderate problem) (don't know)

¢) masalah kecil
(small problem)

14. Kekurangan bahan perniagaan saperti simin, besi, alat ganti
dan lain lain.
(Shortage of goods and construction materials such as cement,
corrugated iron, spare parts etc,)

a) masalah besar d) tidak ada masalah
(big problem) (no problem)

b) masalah sederhana e) t1da
(moderate problems) ow

c) masalah kecil
(small problem)

15. Monopoli dan persaingan oleh firma-fdrma besar.
(Monopoly and competition from rger firms)

a) masalah besar & tidak ada masalah
(big problem) @ (no problem)

b) masalah sederhan e) tidak tahu
(moderate problem (don't know)

¢) masalah kecil @
(small prob

16. Gangguan politik
(Political interference)

a) masalah besar d) tidak ada masalah
(big problem) (no problem)

b) masalah sederhana e) tidak tahu
(moderate problem) (don't know)

c¢) masalah kecil
(small problem)




17.

18.

19.

20.

Kekurangan modal pusingan
(Lack of working capital)

a)

b)

c)

masalah besar

(big problem)

masalah sederhana

(moderate problem)

masalah kecil
(small problem)

Kurang pengalaman
(Lack of experience)

a)

b)

c)

Kurang tempat berunding masalah p

masalah besar
(big problem)

masalah sederhana
(moderate problem)

masalah kecil
(small problem)
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(Lack of facilities for business

a)

b)

c)

Buruk sangka ter

masalah besar
(big problem)

masalah sederhana
(moderate problem)

masalah kecil

(small probl em)@&

d)

e)

d)

e)

tidak ada masalah
(no problem)

tidak tahu
(don't know)

tidak ada masalah
(no problem)

tidak tahu
(don't know)

¥

’\Lj%fs%ion. )
N

tidak ada masalah
(no problem)

tidak tahu
(don't know)

dap keupayaan bumiputra berniaga.

(Prejudice toward bumiputra ability in business.)

a)

b)

c)

masalah besar
(big problem)

masalah sederhana
(moderate problem)

masalah kecil
(small problem)

d)

e)

tidak ada masalah
(no problem)

tidak tahu
(don't know)
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21. Rasuzh
(Corruption)

a) masalah besar

: d) tidak ada masalah
(big problem) (no problem)
b) masalah sederhana e) tidak tahu

(moderate problem) (don't know)
c¢) masalah kecil
(small problem)

22. Akhir sekali, bolihkah anda senaraikan apakah bentuk
pertolongan yang masih perlu bagi membangun usahawan bumiputra.
(Finally, please list whatever assistance you think is still

required to develop bumiputra entrepreneurship.)

(Terima kasih diatas kerja sama a
(Thank you for your time and co %on.)

Mohamed Amir Sharifudin bin Hashim.
Pensyarah, Universitil Kebangsaan Ma. a.

(Lecturer the National University laysia)
(Ph.D Candidate, Massey Univers w Zealand.)

ol



Author's Lettor to Government Departments

and Agencles (Malay Version)

Dean's Office, Faculty of Busilness

Massey University

PALMERSTON NORTH, NEW ZEALAND TELEPHONES, 69-099, 69-089,

In reply please quote:

12/8/80

Tuan, Usahawan Bumiputra

Dengan hurmat nya saya memohon bantuan tuan mengenai perkara di
atas khusus nya perkara perkara berikut: t? )

i) adakah pihak tuan terlibat di dalam a rancangan latihan

dan pendidikan bumiputra saperti_p m eksekutif dl1l.

Kalau ada dapatkah hantarkan utir kurikulum dan

jenis peserta.
2
11) adakah tuan membuat apaea &ian mengenal masalah

usahawan bumiputra sape Xmasalah pengurusan, kewangan

atau pemasaran.

111) apakah pendapat mengenai masalah utama pengusaha
bumiputra masa 1 yang harus tidak sedap di dengar tetapi

benar.

Untuk makluman tuan butir butir di atas adalah diperlukan untuk
kajlian saya mengenal'Strateji latihan dan pendidikan untuk usahawan

bumiputra' bagi ijazah Ph.D. di New Zealand.

Sekian, terlebih dahulu du ucapkan ribuan terima kasih.

Kerjasama tuan itu akan di rekodkan di dalam buku saya nanti.
'Berkhidmat Untuk Negara'
Yang Ikhlas,

Mohd Amir Sharifuddin bin Hashim

Pensyarah Universiti Kebangsaan




-%11=

Appendix 10

TRANSLATED COPY OF AUTHOR'S LETTER

TO GOVERNMENT DEPARTMENTS AND AGENCILES

12 / 8 / 80

Dear Sir,

Bumiputra Entrepreneurship

I would be very grateful if you can assist me with regard to the

above, and the following in particular.

i) Is your department involved in the traini umiputra
entrepreneurs. If you are, could you p give me

details regarding the curriculum used% he participants.

i1) Are you engaged in any research or blems concerning

bumiputra entrepreneurship, égaﬁaglly those related to

management, finance, and ma% g.

iii) In your opinion, what a e current problems faced by the

bumiputra entreprené\ﬂi_: those that are not so nice to
be heard but are n@, heless true.

For your information, need those information to prepare me for a

Ph.D thesis, tentatively on 'The Training and Educational Strategies

to Develop Bumiputra Entrepreneurship'

I am sure your cooperation will be recorded in my thesis.

Thank you,

Yours sincerely,

Mohd. Amir Sharifudin bin Hashim

Lecturer, the National University of Malaysia
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APPENDTX 1

Content of a lettor from one General Manager, SEDC listin roblems on
&5

Bumiputra Entreprencurship - in Malay

USAHAWAN BUMIPUTRA

1. PENDAHULUAN

Kertas init disediakan bapgi membincargkan masalah-masalah utama

Bumiputra. Perbincangen kami ini digolongkan ke dalam 2 bahagian:-

1) Masalah-masalah Usahawan Bumipulra secara

menyeluruh.

ii) Kesulitan-kesulitan yang dihadapi oleh Pemborong-
pemborong Bumipulra. Kam! bur‘pe:ndv. penumpudan
ternadap persoqdlan inid adalah 1Mg memandang
kepada aktilviti-aktiviti Per a;gn sendiri yang
banyak mengl ibatkan pembor %borong Bumiputra.

2. MASALAH-MASALAH BUMIPUTRA SEC&RQ'MENLELURUH

Masalah yang dihadapi oloh i@ahu-pcngusaha Bumiputra
diantaranys ilatahs-
a) Modal
b) Urusan bimb van kepada pengusaha-pengusaha
Bumipuwlr;
c¢)  Latihan
d) Penglibatan Politik dan Undang-Undang oleh

Kerajaan.

A. MODAL

Satu daripada masalah yang dihadapl oleh para pengusaha

Bumiputra lalah kurang modal dan kesukaran untuk mendapat:-

i) Pinjaman yang mencukupil bagil membiayai projek-
projek daripada Bank-Bank Perdagangan dan juga
institusi-institusi kewangan. Oleh sebab pin-
Jjaman vang diperolenil biasanya tidak mencukupil

untuk memblayal pengusahaan secara berpanjangan,



B. BIMBINGAN

1)

C. LATIHAN

1)

_5] 3..

maka pinjaman yang diperolehi 1tu hanya cukup
untuk membelil bahan-bahan binaan diperingkat per-

mulaan saha ja.

Pihuk-pihak Bank Perdagangan masih memerliukan
cagaran—-cagaran darlpada pengusaha-pengusaha
binaan Bumiputra walau pun telah dibuktikan
bahawa mereka telah diberi kontrek oleh pihak
kerajaan atau Ajensi-Ajensi Kerajaan. Masalah
vang, dihndapi oleh mereka lalah untuk memberi
cagaran—-cugaran yang diperlukan oleh Bank-Banrk

tersebutl.

Masulah kurangnya bimbingan-bimbin y yang pakar
daripada ajensi-ajensil kerajaan pada pengusaha-

perigusaha Bumiputra yang kecil. 1dang-bidang

g

bimbingun yang diperlukan

a1 ajian kemungkinan,
penyedian ol lean Lunal, s—kertas cadangan

ot boprains oo daien= Laign .
2
Kurarngnya m;»ll-ciunmto—\\\ mal mengenal peluang-

peluang bildang pe

gaan yang disebarkan kepada

ST ST ANRICICE ST ST TN VY Bumtput ra.

Tiadanya 2259\1u yang khusus sebagal tempat
mengadu Wlentuang masalah-masalah yang ujud dan
untuk menolong menyelesaikan masalah-masalah

tersebut.

Kurangnya kemahiran yang khusus dikalangan pengusaha-
pengusaha Bumiputra terutama sekall di dalam bidang

pembinaan.

Kurangnya sambutan darilipada pengusahaan-pengusahaan

sekarang bagl melatih apprentis-apprentis Bumiputra.

D. PENGLIBATAN POLITIK DAN UNDANG-UNDANG

1)

Kurangnya penglibatan kerajaan dalam usaha-usaha

bagi mengawal sumber-sumber bahan binaan yang penting.
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1) Masalatl pongambit bin bal ik tanah-tanah kepunyaan

crangg melayu yoang borlotak dil kawasan-kawasan
bandar untuk dima jukan oleh Ajensi-Ajensi yang
ditubuhkan oleh Kerajasan Negeri untuk dijual
kepada orang ramal dengan harga yang terlalu

Vgt .

Pt} Masatah-masalab yong borkaltan dengan dokumen-
dokumen pemborong scpertil letter of acceptance,
borang~borang per janjian, format-format dan
sebagainya yang telah terbukti ketinggalan zaman.
Borang-borang ini masih lagl tertullis dalam Bahasa
Inggerils yang, Lidak atau sukar difahami oleh ke-
banyakan pemborong pengusaha Bumiputra. Kelewatan
menandatanganl perjanjian oleh pihak-pihak yang
memberi kerja kepada pemborong pemlina mengakibat-

kan kelewalan bayaran kema juan

1v) Masalah lesen-lesen yang dikewarRkan telah diberi-
kan kepada orang-orang yang\lRidak menjalankan
perusahaan-perusahaan it ara persendirian. se-

balilknya mereka men%é*asip lesen-lesen tersebut

kepada orang lain.’\\
N

v) Masalah ajensil 181 yang ditubuhkan oleh Kerajaan

saha-usaha atau keglatan-keglatan

yang menjalankan
yang boler@a sanakan oleh pengusaha-pengusaha

Bumiputr

KESULITAN-KESULITAN PEMBORONG-PEMBORONG BUMIPUTRA

Seperti diketahul umum kesulitan-kesulitan yang dihadapi oleh pem-
borong-pemborong Bumiputra yang menje jaskan bukan sahaja perlaksanaan
dan kesiapan projek-projek pembangunan tetapil Jjuga pencapailan salah
satu daripada matlamat D.E.B. Kerajaan yang terpenting ilaitu orang
Melayu dan Bumiputra lain akan dapat memiliki dan menguruskan se-
kurangnya 30% daripada semua jenis dan peringkat kegiatan dalam

sektor perdagangan dan perindustrian menjelang tahun 1990.

MASALAH-MASALAH UTAMA PEMBORONG-PEMBORONG BUMIPUTRA

A.  BIMBANG DITINDAS

1) Kebanyakan pemborong Bumiputra adalah terdiri darlpada
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merceka yang baharu mencebur diri dalam pemborongan.
Disamping 1tu mereka tidak atau kKurang bergaul dengan
peganwal -pogawal Kera jaan mungkin kerana kompleks. Kalau
putr mereka boergaul, hanyalah dengan kakitangan-kakitangan
peringkat bawahan dan tidak dengan pegawal-pegawal yang
lebih tinggi. Oleh kerana itu masalah-mesalah yang
dihadapi oleh mereka di dalam melaksanakan satu-satu
projek jarang sckall dikemukakan kepada dan diketahui
wleh pegawal-pegawal alas yang mungkin lebih bersimpati
dengan merekasa dan menolong mereka mengatasi kesulitan-
kesulitan mereks.

11} Perasaan takut menjumpai pegawai-pegawal yang lebih
tinggi init juga mungkin berakibat dari perasaan takut

ditindus olceh kakitangan peringkat bawahan. Adalah

mernjadi satu kenyataan bahawa ker ja- ja routine
satu-satu Jabatan atau ajensi di akan oleh kaki-

tangan bawahan dan sekiranya ong-pemborong
mengengkari mereka, ada kem rnan kakitangan-kaki-
tangan bawahan tidak @kan erl ker jasama di dalam

men jalankan sesusatu peRidadga vyang diperlukan oleh
.

pemborong. %

B. MODAL
i) Kebanyakan *puda pemborong-pemborong terdiri dari-
pada p .‘g:gipemborong bumiputra kelas F. Ternyata
bahawa BlUmiputra adalah sebahagian besarnya daripada
golongan 'have not'. Mereka tidak punyal atau kurang
modal. Untuk memulakan satu-satu projek yang kecil
mereka terpaksa mendapatkan pinjaman. Mereka ter—

paksa bergantong kepada pinjaman samada dari MARA

atau bank.

ii) Kebiasaannya pemerosesan pinjaman akan mengambil
masa yang agak lama diantara satu hingga 3 bulan.
Ini berertl bahawa projek yang diberikan kepada
pemborong-pemborong ini kebanyakkan lewat dimula-
kan. Sevelah pinjaman diluluskan baharulah pem-
borong ini akan mendapatkan bahan-bahan dan barang-
barang. Sekiranya bahan-bahan dan buarang-barang tidak

ada dipasarar, projek ttu akan tergoendala.
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C. DBBKALAN BAHAN-BAHAN DAN DBARANG-BARANG

V) Mendapatikan bohan-bahoan dan barang-barang kadang-
kKadangnya merupakan Satu kesukaran.  Besi untuk
bangunan adalah yang paling sukar didapati. Sekiranya
pemborong ada wang untuk membelinys kadangnya tidak
dada . Terdapal kendaan djména pemborong-pemborong
Lerpaksa membe bl barang seoara beruncit dan menyimpan

sehingga cukup bahuarulah memulakan pembinaan.

1i)  Pemborong-pemborong jugsa mengalami kesukaran men-
dapatkan Kayu dan papa@n untuk menjalankan projek-
projek mereka. Pengusaha-pengusaha kilang papan
lebih mementingkan ckspot kerana ekspot memberi ke-

untungan yang berlilpat ganda.

1ii) Simen dan batu bata merupakan bahap-bahan yang juga

sukar didapati. Simen bukan sa ukar didapatzi,

tetapl kalau didapati harganya daripada yang
sepatutnyd dan pembellan mes : secara tunai.
Masalah batu bati talah aran yang tidak men-
cukupl sehingga pemborgng Wang bayar dahulu pun ter-
paksa menunggu be:-Lief\ hingga satu atau 3 bulan

untuk mendapatka

D. KELEWATAN BAYARAN KERQJRAAN

1) Adalah L satu kenyataan bahawa bayaran kema juan

pihak berkenaan kepada pemborong-pemborong
adalah seéntiasa lewat. Kelewatan itu adalah akibat

sistem yang dilamalkan berhubung dengan bayaran.

Trap-tilap projek, untuk mendapatkan bayaran
kema juan dikehendaki diperiksa dan diteliti
kema juannya oleh juruteknik. Bilangan juru-
teknik 1ni adalak kecil berbanding dengan
bilangan projek yang harus diperiksa. Setengah
projek adalah ditempal terpencil. Perjalanan

ketempat ini merngambil masa 2 atau 3 hari.

Kerumitan penyediaan baucer pembayaran. Ini

e
[N

mungkln mengambil mass dlantara satu minggu

hingga satu bulan atau ltoebih. Seteluh baucer



31T

dlisedlakan Jdan dihantar ke Akauntan Negara/
Perbendaharaan Negerl, mungkin akan mengambil

masa diantara 3 hingga 10 harl untuk mengeluarkan
cek. Proses dari masa projek diperiksa oleh juru-
teknik sehingga cek dikeluarkan oleh Akauntan Negara/
Perbendaharaan akan mengambil masa diantara 6 hingga
10 minggu. Tempoh ini diambil sekira tidak ada
kesilapan dilakukan terhadap dokumen-dokumen
berkenaan. Kelewatan menerima bayaran kema juan
tidak dapat tidak akan melemahkan kedudukan kewangan
pemborong-pemborong terutama yang mempunyal pusingan
modal yang kecil dan pemborong-pemborong yang

mempunyal projek yang agak banyak berjalan serentak.

£. KESUKARAN PENGANGKUTAN
1) Setengah daripada projek adalah egpah yang

terpencill yang mana pengangku han-bahan dan
Kan

barang-barang amat sukar. sahaja perbelanjaan

membawa barang-barang itu gl tetapl kesukaran

mendapal kan masa yangNsgsual bagl membawa barang-
me juan projek.  Kadang kala

barang, moenjo jas tLomp
projek-projek ttu g\hy»wkibaLkan kerugian kepada

pemborong. Ada jek-projek dirancangkan dilokasi
vang tidak dpat dimasukl barang-barang melalui
"«@lan. Ada dilokasi yang jalan-jalan

hanya dapat dimasuki pada musim kering.

sungai &

tanah
Kesulitan ini akan menjejas pelaksanakan dan ke-

siapan projek-projek ditempat berkenaan.

F. POTONGAN BAYARAN BALIK PINJAMAN

Bayaran kemajuan kepada pemborong yang meminjam dari
MARA/Bank adalah dibuat melalui MARA atau bank ber-
kenaan. Lazimnya potongan bagl bayaran balik pinjaman
adalah bermuls daripada bayaran kemajuan pertama di-
terima. Derigan keadaan ini modal pusingan pemborong
menjadl semakin kecil dan diperingkat akhir perlaksznaan,
pemborong mungkin mempunyai modal yang terlalu kecil

atau tiada modal langsung untuk meneruskan projek.




H.

KETITADAAN KEMAHIRAN PENGURUSAN

Kebanysikkan pomborong Urdak mempunyas r Kemahlran poengurusan
dun teknik.  Kelladasn kemahiran pengurusan dan teknik

menimbulkun kKesulitan-—-kesulitan: -
1) Menilal kos sesuatu projek bagi maksud tender.

i) Mentafsie dan memahami specilikasi poelan-pelan

dan sebagialnya.
111) Mengurus dan mengawal operasi kerja.
iv) Menyediakan rancangan kerja dan drusan kewangan.

v)  Memahami sy«rat -syaratl, poraturan-peraturan

dalam Kontrek.

Keadaan inil mengakibatkan kKeruglan dan kegagalan pemborong.

KEKURANGAN TENAGA KERJA MAHIR %;
peker ja-

Kebanyakkan pemborong Bumiputra ULidak peker je
pekerja yang mempunydal kemahlran tert Ini mengakibatkan

kerja-kerja yang tidak sempurna. g kala mereka di-
kehendakl membuat ker ja utmu[do inl mengakibatkan kerugian
dan kegagalan mereka. ’\

PERSAINGAN
Persaingan dikalanged !;borong-pemborong Bumiputra

terutamanya kelag E ?25: hebat. Untuk mendapatkan
kerja merceka menye®ut harga yang rendah, memberi
'profit margin' yang tipis. Kadang kala mereka meng-
alami kerugian dan koeruglan bagl pemborong-pemborong

kecll adalah belenggu yang sukar mercka lepaskan.

TEKANAN

Berlakunya penekanan Lerhadap merceka oleh pihak-pihak

vang menvoedia atau mencliti pekerjaan mereka. Tekanan-
tekanan yang dilakukan 1tu, mengaklbatkan mereka terpaksa
memberi perhatian yang lebih, mengeluarkan modal yang lebih
untuk membuat semula sesuatu kerja yang tidak memberi puas
hatl kepada plhak yang menyedia/menjaga projek-projek ber-

Kenaan. Ini mengakibiatkan kerja-keris tergendalsa, bayaran
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kema juan lewat dibuatl dan akhirnys mengakibat kan projek

1tu tidak menguntungkan dan merugikan.
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Appendix 11

lfdn%ld(td Content of A Letter From One

Ceneral Manager, State Economic Development Corporatien in

Malaysia

(Tramstated into Enelish by the author)

Bumiputra Entrepreneurship

lnLLodU(Llon

This paper discusses the main problems regarding the Bumiputra.

The discussion comprises 2 parts:-—

i) The overall problems regarding bllﬂ]l@;
entrepreneurship v

ii) Problems concerning bumlputra 1tractors.

We feel that this is 1@ ' as most of the

activities of the Stat onomic Development

Corporation (SEDC)s in

0

Overall Problems " %the Bumiputras

lve bumiputra contractors.

The problems faced by the bumiputras are as follows:
a) capital

b) guidance and counselling

c) training

d) involvement in politics and laws by the government

Al Capital

The lack ol capital is one of the problems faced by the bumiputra

centroepreonours. The entreprencurs found difficnlty getting:



i)

ii)

Loans from commercial banks and other financial
institutions to pay for projects. The loans
available were insufficient tc finance projects
undertaken on a long term basis; such loans enable
the entrepreneurs to purchase construction materials

during the initial stages only.

the commercial banks still require collateral as
security even though the entrepreneurs were
guaranteed contracts by government departments or

agencies. The entrepreneurs had difficulty

oF

finding collateral.

B. Guidance ;?
i) There is little expert guidan@iven by government
agencies to the small bumifura enterprises.
.
Guidance in feasibili studies, cash flow
analysis, business pWh etc. are needed.
ii) There is 1lit 1€2}n'ormation given to bumiputra
entrepreneu regarding business opportunities.
iii) There is no special department to deal directly
with bumiputra business problems.
C Training
i) The bumiputra entrepreneurs lack experience, par-—
ticularly in the construction industry.
ii) There is little response from existing industries

to train bumiputra apprentices.




D.
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Laws and Political Involvement

i) The government has not been much involved in any
attempt to ensure the supply of essential building

materials.

ii) A problem arises from the resale of Malay lands

which had been developed and sold at a very high price.

iii) Problems also arise from documentations relating to
contract works — including letters of acceptance,
agreement forms and the like, which have been

proven to be out of date. These forms_ are still

written in English, and, are not e understood
by the entrepreneurs. The spons re also late
in signing the forms, and thi resulted in

late progress payments.’\ l
2 \

iv) Some licenses have b \issued to people without

the necessary kn]w— w, who in turn sub-let them.

v) Some govern @{gencies are competing in projects
the bumiputha entrepreneurs can handle themselves.

Problems Faced by Bumiputra Contractors

As is publicly known, the problems faced by bumiputra contractors
not only affect the implementation and completion of the various
development projects, but will also affect the target of 307%

bumiputra participation in business and industry by 1990.
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The Main Problems Faced by Bumiputra Contractors

A Fear of victimisation

i) Most bumiputra contractors are new in the business.
In addition to that they failed to mix with government
officials, probably due to their own complex. Even if
they do mix, this was confined to officers of lower
ranks. As a result, their problems failed to reach

high ranking officers who may be able to solve any

problems that emerge.

i) The bumiputra contractors fear high ranking officers,
probably due to the belief that they wi n turn be
victimised by the junior officers. t is a fact that

the routine part of government\administration is

in the hands of junior OfflCG. and lower ranks,

and if challenged, Lhe\\ be in the way of the

contractors. @\

B. Capital ®'

i) Most cont tdrs comprise those with Class F licenses.

It is clear that the majority of bumiputra contractors
belong to the 'have-nots' who either do not have, or

simply lack capital. They had to borrow even to work

on small projects.

ii) l.oan processing takes a long time - one to three months.
This means that the projects allocated to the bumiputra
contractors could not begin on time. The contractors
had to wait for the loan to be approved before they

could order the building and related materials, and




C. Supply

..f)’)/l-.

may cnd up with no supplices at all.

of Goods and Construction Materials

1)

ii)

iii)

1t is often difficult to purchasc needed materials,
especially corrugated iron. lLven when the contractors
have the means, the building materials were not
available. It has happened that the contractors

had to buy building materials in smaller lots

betore proceeding with given projects.
I b 1 .

The contractors also face problems regarding wood

products. The sawmills prefer to expo eir timber
which gives them girecater profitsl ::
Cements and bricks are hard e by. Cements, for

example, are not only d; cult to obtain, but when they

are available, the p %\re high and must be paid

in cash. There is ortage of bricks. 1In fact,
the waiting lisf\lis 3 - 4 months even among those
who had paid the bricks.

D. Late Payments from the Government

i)

It is a fact that progress payments paid to bumiputra
contractors have always been late. The late payments
arce due to the system of payments currently in practice.
The progress of each project must be inspected closely
by a technician. The number of technicians is small
compared to the number of projects to be inspected.

Some of the projects are in remote areas, where it

takes 2 - 3 days of travel time.
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ii) Problems also arise from voucher payments. It can
take anything from one week to one month or more.
When vouchers are sent to the National Accountant/
State Treasury, it takes another 3 to 10 days before
a cheque is issued. The time taken to inspect a pro-
ject and to issue a cheque for progress payments takes
between 6 - 10 weeks. The length is longer when there
are mistakes in documentation. However, late progress
payments will no doubt affect the financial position

of the smaller bumiputra contractors, and those who

E. Transport problems @

Some of the projects are in r\& places making it difficult to

have more projects running concurrently.

transport work materials. 5 not only very costly but also
difficult to obtain a nvenient time to deliver goods and

services which at t% ave affected work progress. Such difficul-
ties have led to lOgses on the part of the contractors. Some projects
are located at places inaccessible by roads or rivers, or at places
where the roads are accessible only during the dry seasons; Such
difficulties have been known to affect the completion dates of

certain projects.

F. Repayment of Loans

Most progress payments to contractors are made through the banks/
MARA, where the loans for the projects were taken. Normally,
loan repayments become effective and are deducted from the first
progress payment. This way, the contractors will end up with

little or no working capital to proceed with the projects.



G. Absence of Managerial Know-How
Most contractorg do not have any managerial or technical know-how.
The absence of managerial or technical know-how gives rise to
problems in the following areas:
i) Estimation of costs for submitting tenders.
ii) Interpretation and understanding specifications in plans

and the like. |

iii) Managing and controlling production operations.
iv) Preparation of work plan and managing finance.
v) Understanding the conditions stipulated in contracts.

H. Lack of Skilled Labour ?\
Most of the bumiputra contractors do not have skilled employees.
These have led to work of poor qualit Sometimes they are
required to make reparations, causin osses and subsequently,
business failures. ,\&

N

I. Competition
Competition betwee %ractors of Class F is stiff such that
the tenders quoted are too low, thus providing a lower profit
margin. Sometimes the contractors face losses which are hard
to recover, especially among the smaller business ventures.

J. Pressures

Those who gave contracts or supervise the work of contractors

also initiated pressures of various kinds. The contractors

will have to make extra effort, or use more capital to please

the authorities. Often this has led to delays in work completion,
late progress payments, and finally resulted in a non-profit-

able venture or losses.
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Appendix 12

Pefinition of Additional Variables

Definition of Additional Variables in BERQ-ONE.

Members of association - non—-members

Those entreprencurs who were members of any businessg
association or organisation were classified as members,

and the rest were classilied as non-members.

Government occupation - private

Those entrepreneurs whose previous occupation were in
government service or in the armed forces were classified

as being in government occupation, the rest were classified

Advice — No advice 2
Those entrepreneurs who meutioned received advice

were classified as 'Advice', a ose who make no such

as being in private cemployment.

mention were classified as * ivice'

‘%

Definition of Additionalgy Vardables in BERQ-TWO

Trainers — Non Train

Those officials re involved in the training of entre-

preneurs were classified as trainers, the others were

classified as non-trainers.
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Letter of introtaction from supervisors

Massey University

PATANT RSTON ST ST ZEAT AND TELEPHONES, 69 0494 69 0xy

tooreply picasc quat

TO WHOM 1T MAY CONCERN

This is to advise that AMIR SHARIFUDC@)i HASHIM is
u

a post-graduate student at Massey Universi‘%)s
PhD degree.

dying for a

research in the area of small ss and entrepreneurship in
Malaysia. It would be app i d if you would assist him with

his research as we be]iexe!it i1l provide valuable information

which will eventuaﬂy@%

- )
KT~ L e
G H. HINES .DMR. R.N. LOVE

Professor of Business Studies PhD Supervisor

As part of his study progé\ik-he is undertaking field
2

to be of benefit to Malaysia.

Dean of Faculty of Business Studies



Avpendix 14

Letter of introduction from the Prime

K.L. 203722 Samb. 200
K.L 87912 Terus PEJABAT PERDANA MENTERI.
??ufb
./!\ _' ‘\

Minister's Dept.

JALAN DATUK ONN.
KUALA LUMPUR 11-01
MALAYSIA

SETIAUSAHA POLITIK KEEHLXPERDANA MENTERI MALAYSIA

Tuan Pcengarah,

Bahagian Penyertaan Bumiputra,
Kementerian Perdagangan,

Jalan Lbuta,

KUALy LUMPUR

Encik samsuddin Marsop,
Pengarah,
Bahagian Perdagingan Dalam Negeri

Kementerian Perdigangan & PcrindustriaQE

Jalan Duta,
KJALA LUMPUR

Encik Borham Abdullah, @

Pengarah,
Bahagian Perindustrian,

Kementerian Perdagargan & R\& ustrian,
Jalan Duta, @\

KU.LA LUMPUR

Encik sSabaruddin ”hl

Pengurus Jesaxr Pern

Ibu Pajabat Fe 6

o o %o
KUALA LUMPUR %

Tuan,

Zncik. Mohd Amir Charifuddin

Pencyirah UXM Dan Penuntut Y~ringkat PHD
Di Universiti Massey, New lealand

Dalam Bidang Pendidikan Usaha.san

S5aya diarah oleh YAB, Perdana Menteri untuk memberi sokon,an

kepada penuntut ini c¢ilam menjalankin penyeliaikan beliau dalam-
biding tersebtut 2i atase

Dengan itu saya berharap pihax tusn sucdi untuk memdbueri per=-
tolongan dan kerjasama pada b2liau.

Tarimakasihe

?T J(f‘ﬁ}( NSGaARA?
~ /)

PR Y

(u;au_.luubexu K:GAT JYOB \MP)

M e - . , . C 4
untranslatec, bvasically thisletter fron the political
N - N VAT FREPS < 3
the Prime Ministe introduces the author as a researcher and a Phl stud

a0
T

secretary to
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