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ABSTRACT

Since the institution of the New Economic Policy (NEP) in 1971 and beyond its end
in 1990, the Malaysian government has had mixed successes in developing Malay
entrepreneurship. Despite on-going of privileges and assistance and the government’s
concerted efforts and initiatives, Malay entrepreneurship still continues to lag behind

that of the Chinese.

This study centres on the challenges faced by the Government of Malaysia in the
promotion of Malay entrepreneurial development. Based on interviews with diverse
people, both within and outside the government, the study reveals that Malay
entrepreneurial development is a complex process confronted by many issues and
problems. The study also reveals that government privileges and assistance to Malays
to promote entrepreneurship do not help much in boosting an entrepreneurial culture
nor do they help them in enhancing entrepreneurial competitiveness and achievement.
Instead, such privileges and assistance have conversely made the Chinese more
resilient and competitive entrepreneurially but discriminative against the Malays. This
conclusion confirms the proposition that “state assistance in the form of an affirmative
action to an economically-challenged sector of society does little to create
entrepreneurship; rather it challenges rival economic groups to sharpen their own

competitiveness”.

Finally, the study is able to indicate that Malay entrepreneurship differs slightly from
the conventional Western concepts of entrepreneurship. The differences are largely
due to the historical background of the Malays as a communitarian society; as
Muslims; as a society still divided along class lines and as a status conscious

community.



DEDICATION

This thesis is dedicated to my parents for their love and support and to my beautiful
princess, Nasrin Yasmin, and charming prince, Danish Irfan, who have been a great
source of motivation and inspiration to me with their innocent spirit and wonderful

sense of fun.

il



ACKNOWLEDGEMENTS

I wish to express my deep and sincere gratitude to a number of people without whom

this thesis would not have been possible.

I owe an immense debt of gratitude to my supervisor, Dr Anthony Shome, whose
guidance, encouragement and support were invaluable throughout the preparation of
this thesis. I would have been lost without him and might even miss his direct, frank

but always constructive criticisms which nevertheless had at times bruised the ego.

I would like to thank my co-supervisor, Dr Graeme McRae, for his sound advice and

friendly discussions which have been very beneficial for this study.

I am indebted to officials at the Ministry of Entrepreneur and Cooperative
Development (MeCD), MARA, Economic Planning Unit (EPU), PERDASAMA and
Malay Chamber of Commerce, for their kind assistance and support, particularly, in
giving me access to a lot of valuable information as well as in distributing my

questionnaire.

My grateful thanks also go to the Public Service Department of Malaysia for

awarding me the scholarship to pursue this study.

It would be difficult to overstate my appreciation for Dato’ Mohamed Dahan Abdul
Latiff, Datin Niswa and Puan Salamah, all of whom have been very helpful in
opening up opportunity after opportunity for my field work in Malaysia. They had
assisted me in numerous ways and their extreme generosity will always be

remembered.

I would also like to thank those who participated in this study, for, without their time

and cooperation, the study would not have been completed.

A special thanks to my friends and colleagues, both in New Zealand and Malaysia, for

their kind words of encouragement at times when it seemed impossible to continue.

iii



I also like to express my gratitude to George Lim for his assistance in proof reading
this thesis and for his wonderful sense of humour; and to Dr Duncan Jackson and Ms

Norsaremah for helping me with my statistical analysis.

Finally and most importantly, I wish to thank all those whose love for and assistance
to me have helped to lighten the difficulties of doing a PhD degree in a foreign
country while looking after my two wonderful children. To my mother for her
unconditional love, care and prayers; to my father for his encouragement; to my
brothers, sisters, in-laws, aunts and uncles who were particularly supportive; to Mak
Ilah for being with me in New Zealand; to my husband for his blessing; and to my
dear children, Yasmin and Irfan, for giving me happiness and joy despite them having

to bear with my frequent absences.

v



TABLE OF CONTENTS

ADSTFACT. . ... i
DEAICALION. ...ttt ettt ettt sttt et se e s il
ACKNOWIBAGEMENTS. ...t il
Table of CONENTS. ... ..o v
A DPENAICES. ettt viii
LISt Of TabIes. ... ix
LSt OF FIQUIES. . et e e, X
ADDIEVIALIONS. ....oeit e Xi
Chapter One INTRODUCTION

1.0 Introduction to the Chapter..........o.viuiiiiiiii e, 1

1.1 The Background of the Study.............oooiiiiii 1

1.2 Significance of the Study...... ..o 3

1.3 ReSEArCh ObJECHIVES. .ttt ettt et et ettt e e e eaeaes 4
1.4 Research QUESTIONS. ....o.utitt ittt et e et e e, 5
1.5 ReSearch DesSi@N. .. ...ouuiiei ittt 5
1.6 The Thesis StrUCLUIe. .......ouiiei e, 6
Chapter Two REVIEW OF LITERATURE

2.0 Introduction to the Chapter..........c..ouiiiiiiii i e 8
2.1 Theory of Entrepreneurship..........ocoiuiiiiiiiiii e 8
2.2 Entrepreneurship as Embedded Phenomenon..................coooiiiit. 13
2.3 An Overview of Malaysia.........oveiiiiiiiiiiii i 20
2.4 Entrepreneurship in Malaysia..........oooiiiiiiiiiiiiii e, 22
2.5 The New Economic Policy (NEP)..........ccoiiiii e, 29
2.6 The Successes and Limitations of NEP................ociii 34
2 7NEP Beyond 1990......c.eiiii i 41
2.8 Ministry of Entrepreneur and Cooperative Development (MeCD).................. 44
2.9 Present Status: Debates and ISSUES............ooviiiiiiiiiiii e, 49
2.10 Theory of Dependency........c.uvuuiriiiiiie e 53



2.11 Theoretical Perspective of Affirmative Action..............cooevviiiiiiiiiiiinnin.. 56

2.12 Malay Traditional Values and Attitudes............ccoovvviiiiiiiiiiiiiiiieeenn, 58
2.13 Prior Studies on Malay Entrepreneurship..............cccoooiiiiiiiiiiiiann... 68
2.14 Synthesis of the Literature & Identifying the Knowledge Gap..................... 72
Chapter Three METHODOLOGY

3.0 Introduction to the Chapter............oovuiiiiiiii e 76
3.1 The Research Approach............coiiiiiiiiiiii e, 76
3.2 The Research Method..........cooiiiiii e, 77
33 POt STUAY . .o eeee 79
3.4 Reflections on My position as a Researcher......................o 81
3.5 The Field Work. ... 84
3.6 Ethical Considerations. ... ........o.iiuieiiuiititi e 96
3.7 Summary of the Chapter..........c.oviiiii e 99
Chapter Four ANALYSIS & FINDINGS

4.0 Introduction to the Chapter...........o.ovuiiiiiiiii e, 101
4.1 Analysis of Interview Data.............cooiiiiiiii i 101
4.2 Description of Interview Respondents...............oooiiiiiiiiiiiiiiiiii i 104
4.3 Themes and Findings Resulting from Interviews with Malay Respondents...... 112

4.4 Themes & Findings Resulting from Interview with Chinese Entrepreneurs......168

4.5 Analysis of Survey QUEStIONNAITe. .......oveeiettetteie et eie e eieeeaeenanns 182
4.6 Description of Survey Respondents.............coooieiiiiiiiiiiiiiiiiiiiiii, 183
4.7 Analysis and Findings of the Survey............c.oooiiiiiiiiiiiiiiiiean 184
4.8 Summary of the Chapter............oooiiiiiiii e, 201
Chapter Five DISCUSSIONS

5.0 Introduction to the Chapter............coouiiiiiiiiiii e 202
5.1 Discussions of the Findings in Relation to RQ1.....................oooiii, 202
5.2 Discussions of the Findings in Relationto RQ2.................c.ol. 209
5.3 Discussions of the Findings in Relationto RQ3.................coiiiinl. 214

vi



5.4 Discussions of the Findings in Relationto RQ4................oooiiiiiiinn. 216

5.5 Discussions of the Findings in Relation to Proposition of the Study.............. 220
5.6 Summary of the Research Findings................cooooiiiiiiiiiii i, 225
Chapter Six CONCLUSION & RECOMMENDATIONS

6.0 Introduction to the Chapter...........c.oviiiiiiii e, 227
6.1 Summary and ConcClUSION. .......c.ouiutitiitiit e 227
6.2 RecomMmENndations. ... .....o.uiutitititit e 232
6.3 Implications for Future Research...................ooooiiiiiiiiiii i, 239
APPENAICES. ..ottt 240
BIDlOgrapny . ... 264
GlOSSANY ...t 294

Vil



APPENDICES

Appendix A Letter from Public Service Department of Malaysia................... 240
Appendix B Letter from MeCD..........coooiiiiiiiii 241
Appendix C  Parameters of the Interview................oooiiiiiiiiiiiiii i, 242
Appendix D Survey QUeStiONNAITe. ........ovutitiietitiitiateiteaeeieenteeeenannns 244
Appendix E  Participant Consent Form................ccooiiiiiiiiiiiii e, 256
Appendix F Information Sheet..............coooiiiiii 257
Appendix G Interview MeMO........oiuiitiiiiit i 259

viil



Table 2.1
Table 2.2
Table 2.3
Table 3.1
Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 4.5
Table 4.6
Table 4.7
Table 4.8
Table 4.9
Table 4.10

LIST OF TABLES

Share Capital Ownership, 2004 & 2006...........ccooeviiiiiiiiininn 49
Ownership of Non-Financial Assets, 2007............cccoovviiiiniinnnn, 50
Creation of New Entrepreneurs............ccoovviiiiiiiiiiiiiiinnnnann.. 51
Means of Identification for Interview Respondents....................... 91

Factors Hampering the Development of Malay Entrepreneurship....113

Motivating Factors for Malay Entrepreneurs............................ 144
Attributes of Malay Entrepreneurs...............cooovviiiiiiiiiiinnnn... 154
Attributes of Chinese Entrepreneurs.............ooevvvviiiiiiiniann.n.. 174
Demographic Profile of Survey Respondents........................... 183
Demographic Profile of Malay Respondents............................ 185
Companies’ Profile of Malay Respondents.............................. 186
Opinions on the Influence of Politics.............ocooviiiiiiiiin.. 193
Opinions on Government Assistance and Initiatives................... 195
Influence of Cultural Values.............c.ooooiiiiiiiiiiiiiii 199

X



Figure 4.1
Figure 4.2
Figure 4.3
Figure 4.4
Figure 4.5
Figure 4.6
Figure 4.7
Figure 4.8
Figure 4.9

LIST OF FIGURES

Sources of Initial Capital..............ccooiiiiiiiiii s 188
Main Business Problems. ... 189
Individuals Teaching about Business................ccooiviiiiiinin... 190
Resources for Advice/Assistance on Business Problems............... 191
Government Assistance for Business.................coooiiiii.. 194
Motivating Factors for Involvement in Business........................ 196
Role of Upbringing.........cooovuiiiiiiiiiiiiiiiiieiecee e, 197
Success Factors in BusIness...........cooeviiiiiiiiiiiiiiiiii 198
Important Traits of an Entrepreneur...................oooeviiiiiiinn. 198



BCIC
BPMB
CCM
CDDM
CEF
CEO
CGC
CIC
DAP
DPMM
EPU
FIC
FMS
GABEM

GERAKAN

GLC
HICOM
ICA

IKM
INSKEN
ISO

KPA
KPPA
LKEB
LUTH
MARA
MCA
MeCD
MIC

MITI
MTR 2MP
MTR 9MP

ABBREVIATIONS

Bumiputera Commercial and Industrial Community

Development Bank of Malaysia Bhd
Co-operative College of Malaysia
Co-operative Development of Malaysia
Care and Education Fund

Chief Executive Officer

Credit Guarantee Corporation

Capital Investment Committee
Democratic Action Party

Malay Chamber of Commerce
Economic Planning Unit

Foreign Investment Committee
Federated Malay States

Federation of Malay Economic Organisations
Malaysian People’s Movement
Government Link Company

Heavy Industries Corporation
Industrial Coordination Act

Institut Kemahiran MARA

National Entrepreneurial Institute
International Standard Organisation
Ministry of Public Enterprise

Ministry of Coordinating Public Corporation
Town Development Council

Pilgrims Management Fund Board
People’s Trust Council

Malayan Chinese Association

Ministry of Entrepreneur and Cooperative Development

Malayan Indian Congress

Ministry of International Trade and Industry
Mid-Term Review of the Second Malaysia Plan
Mid-Term Review of the Ninth Malaysia Plan

X1



NDP
NEF
NEP
NMP
NOC
NPC
NVP
OPP1
OPP2
PAS
PERDASAMA
PMIP
PNB
PNS
PPP
PUNB
R&D
RM
ROB
ROC
SEDC
SMI
SMIDEC
SPSS
SSM
TV3
UDA
UMNO
UMS
YTN
EMP
OMP

National Development Policy
Nurturing and Establishment Fund
New Economic Policy

National Mission Policy/Plan
National Operations Council
National Productivity Centre
National Vision Policy

First Outline Perspective Plan
Second Outline Perspective Plan

Parti Islam Se-Malaysia

Malaysian Malay Businessmen and Industrialist Association

Pan Malayan Islamic Party

National Equity Corporation

National Corporation Ltd

People’s Progressive Party

Perbadanan Usahawan Nasional Berhad
Research and Development

Malaysian Dollar

Registrar of Business

Registrar of Companies

State Economic Development Corporation
Small and Medium Industry

Small and Medium Industries Development Corporation
Statistical Package for Social Sciences
Companies Commission of Malaysia
Sistem Television Malaysia Bhd

Urban Development Authority

United Malays National Organisation
Unfederated Malay States

National Tekun Foundation

Eight Malaysia Plan

Ninth Malaysia Plan

xii



