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  Abstract 

Micro-entrepreneurs (MEs) in Malaysia are suffering from a slow projection of growth especially when it 

comes to developing their business into larger scale business. This group of entrepreneur is important for 

Malaysia in achieving vision 2020. Concurring with this, the study aims to explain a factor that contributes 

to business progress of Malay entrepreneurs. This factor is being established based on the factor analysis 

outcomes from a survey conducted in Penang. A total of 300 questionnaires were obtained from different 

cohorts of Malay entrepreneurs. Based on the factor analysis, three factors were constructed to explain the 

demand made by Malay entrepreneurs for their business needs. The regulatory role is the significant 

demands which consist of eight items.  

 

Keywords: Micro-Entrepreneurs, Business-State Relations, Malay’s Entrepreneurs. 

 

 

Introduction 

 
SMEs are significant in both economic and social aspects. In terms of economic perspective, SMEs 

especially the manufacturing sector is crucial as the ancillary and support services to the multinational 

corporations (Gomez, 2013). On the other hand, from the social perspective, SMEs are significant in 

providing local products in a market, as well as being a reflection of the country’s technological 

advancement and sense of patriotism. At macro-level, SMEs also contribute towards the source of 

employment that leads to the reduction in poverty and the increase of wealth gap in society (Moha, 1999).  

 

In this context, the majority of Malay entrepreneurs, are highly concentrated at the micro-enterprise sector, 

approximately 90.7% in 2010 (IDRIS Institute, 2015). Hence, the Malay entrepreneurs in Penang are 

hugely affected by the policies that have been initiated under the Penang State government. This has led to 

disquisition on the SMEs which is the largest employment platform to Malaysian. In fact, SMEs 

contributed towards 57.5% employment, 33.1% GDP and 16.9% exports contribution to Malaysia economy 

(SME Corp. Conference, 2017). In particular, 77% to 80% business establishment in Malaysia are by 

micro-sectors. In 2014, there was an RM 6.99 billion budget allocated for 484,004 SMEs in Malaysia 

including Financing, Innovation & Technology, Human Capital, Market Access, and Infrastructure. 
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The figures show that the roles of SMEs including the MEs are very crucial for the growth of the country. 

Thus, this study aims to focus on the situation of the Malay entrepreneurs in this micro sector. Particularly, 

the study focuses on the demands by the Malay entrepreneurs towards the government to ensure the growth 

of their business. For the purpose of this study, a research was conducted in the state of Penang where 

respondents were among the Malay entrepreneurs is the second largest ethnic group in the state 

 

Literature Review  
 

The examination of previous scholarly studies have showed that it is difficult to find literature sources 

which specifically discuss the satisfaction of Malays toward the role of the state government in Penang. 

Discussion on SMEs can be examined through works of Lim (1986), Mohd Asri (1997), Mohd Nor 

Hakimin Yusoff, Mohd Rafi Yaacob and Zuraimi Ab. Aziz (2014), Moha (1999), Gomez (2013), Buerah 

binti Tunggak and Hussin bin Salamon (2014) and Khairuddin’s (2008). These literatures provide 

noteworthy discussions on the importance of SMEs in Malaysia’s economy, policy that has been 

implemented, the role of federal government,  and the problems and challenges faced SMEs. On the other 

hand, scholarly works by Whah (2011), Azeem (2012), Franck (2011), Nurhafina Selamat, Ratna Roshida, 

Abdul Razak Salfarina, Abdul Gapor and Zainal Abidin Sanusi (2011) and Wan Fairuz Wan Chik, S. 

Selvadurai and A. C. Er (2013) specifically discussed on states and SMEs relations.  

 

Research Questions  
 

The objective of the proposed study is: 

 

a) To identify the factors that Malay micro-entrepreneurs demand from the Penang State Government 

to develop their business.  

 

Theoretical Framework  
 

This research adopted the Government and Business relationship framework as illustrated by Lehne (2001) 

that focuses on the roles of state government in catalyzing business sectors. The framework consists of 

three main roles that a government adopts in terms of encouraging and developing the business sector. 

These are promotional, regulatory and social service roles. The framework has been chosen due to the 

mixture of roles which are significant in today’s dynamic political and social environment. Therefore, the 

role of government as explains by Lehne is overarching in linking the political dimension with business 

sectors, concurring with entrepreneurship in Malaysia. 

 

 

 

 

 

 

 

   

 

 

 

 

 

 

Figure 1: The Framework of Study 

Sources: Based on Lehne (2011) 
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Definition of the Framework 

 

The framework of this research stood on several concepts as the research aims to study the demands 

towards the state government. It needs to have a clear definition on what are the roles of the government, 

specifically the promotional, regulatory and social services role. 

 

Promotional State’s Role 

 

Promotional state’s role can be clarified as the mechanisms that the state initiated to increase the economic 

growth that inevitably manifests the idea of state intervention to regulate the market. Historically, Lehne 

explained that, “state and local government frequently used their resources in the early decades to aid 

specific sectors of the economy and in the middle of the nineteenth century”. In relation to this research, 

state government is central in distributing resources and allocations to the entrepreneurs.  

 

Regulatory State’s Role 

 

In a regulatory role, the state is responsible in enhancing the economic growth by implementing and 

regulating several regulations for instance; to mitigate competition, unequal distribution of economic 

resources, safety, transportation, and etc.  

 

Social Service State’s Role 

 

In a social service role, the notion of equality and equity are essential to manifest the dynamics of 

government responsibility towards the citizens. It is a staunch responsibility for the state to provide policies 

such as better tax rates, health care, social security and welfare of the citizens. In Penang, the majority of 

Malays dominated the micro economic sectors which demanded the Penang state government to provide 

holistic socio-economic facilities. The implementation of adequate facilities and efficient welfare are 

significant roles that that state need to ensure. 

 

Methodology 
 

The construction of the questionnaire was developed by focusing on the emerging themes that arose 

recurrently in entrepreneur’s literature. This include entrepreneurial education, loans, facilities, distribution 

of resources and ethnic relations.  A single pilot study that was initiated towards 15 entrepreneurs 

resembled relatively similar findings on their demands including a new emerging theme which is safety.  

 

The questionnaires consist of several sections. Section A of the questionnaire focused on the demands of 

the MEs from the state government in order to fulfil the satisfaction and central for their business 

development. There are 17 sets of questions for this section and regarding the purpose of this paper, only 

questions from this section A were analyze. The list of questions in exploring the demands by entrepreneurs 

to improve their business performance are illustrated in the appendix A.  

 

Analysis  
 

This research applied the factor analysis method to discover the fundamental demands by entrepreneurs in 

Penang in order for their business to develop. Factor analysis would enable the research to construct factors 

scale that will be used in further analysis.   

 

In order to determine whether there are any factorability existing in the whole matrix, two tests were used 

to measure the sampling adequacy. In this light, the two tests are Bartlett test of Sphericity and Kaiser-

Mayer-Olkin (KMO). These test results are demonstrated in the Table 1.1 Throughout the test, Bartlett test 

of Sphericity is significant (p=0.000) while, KMO value is 0.900. Coakes and Ong (2011) asserted that if 
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the Bartlett test of Sphericity is less than 1% (p<0.001) it is significant and on the other hand, if KMO score 

is greater than 0.6 then the factorability exists. By referring to the literature, it is applicable to remain using 

the factor analysis method in order to analyze what are the factors that become demands by entrepreneurs 

from state government.  

 

Table 1: KMO and Bartlett’s Analysis 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .900 

Bartlett's Test of Sphericity Approx. Chi-Square 4632.635 

df 136 

Sig. 0.00 

 

Following the existence of factorability exist from the KMO test result, the study proceeds by applying 

principal component analysis on seventeen items with eigenvalue is more than one (1) rule is used to decide 

on the number of factor to be reserved. By running factor analysis through SPSS, the result is shown in 

Table 1 based on eigenvalues and total variance explained. The decision to keep three (3) factors is 

supported by the Scree Test (figure 4.1). Based on the analysis, three (3) factors were extracted and the 

three factors structure explained of the total variance. 

 

Firstly, from Table 2, factor 1 which contained of 8 items of factor loadings, that stretches from 0.524 to 

0.8. and comprised of the following items:  1) “I want information on entrepreneurship from state 

government”, 2) “Facilities dissemination must be equal” 3) Safety is important for my business”, 4) 

Systematic transformation system is significant for my business, 5) “Export is significant for my business 

to develop”, 6) I want healthy ethnic relation which is significant for Malays entrepreneurs” 7) Healthy 

ethnic relation is significant for my business development”, 8) “I want effective facilities for my business 

growth”. All of these 8 factors are demonstrated in the table 4.4 and labelled as Demand on Indirect 

Entrepreneurship Policy. For this factor the total variance explained is 31.055%. 

 

Table 2: Factor Loadings 

Factor Name No. Items Loading Percentage 

of Variance 

Factor 1 
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1 I want information on 

entrepreneurship from state 

government 

0.8  

 

 

 

 

 

 

 

 

 

31.055% 

2 facilities dissemination must be 

equal 

0.789 

3 Safety is important for my 

business 

0.765 

4 Systematic transformation 

system is significant for my 

business 

0.762 

5 Export is significant for my 

business to develop 

0.729 

6 I want healthy ethnic relation 

which is significant for Malays 

entrepreneurs 

0.645 

7 Healthy ethnic relation is 

significant for my business 

development 

0.644 

8. I want effective facilities for my 

business growth 

0.524 
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Figure 2 

 

Discussion 
 

Analysis of the demands illustrates the highest loading items on factor one which is labelled as Regulatory 

Demand. This represents respondent’s preferences on which items would significantly enhance their 

business performance. This discussion will be focusing on three major items in Regulatory Demand which 

are information dissemination, equal facilities distribution and safety.  

  

Firstly, from the item loadings, entrepreneurs highly demand on information dissemination. In this regard, 

information dissemination on entrepreneurship concentrates on the possibilities whether if implementation 

of any policies, programs, activities, announcements, opportunities, etc., by the state government could 

reach towards entrepreneurs. Information dissemination must be designated with dynamic approaches and 

not remain stagnant. Shireen (1997) distinctively discussed on the importance of having necessary 

information in economy. In specifics, micro-entrepreneurs are mostly individuals that adopt a multi-

position as owner, manager, designer and laborers as well who may not have ample time to access this 

information. Therefore, it needs field work or site visits very often from a state’s exco or representative in 

disseminating information and creating a vibrant relationship between state and business sector. States also 

needs to have data on what are the sources or instruments that entrepreneurs use to obtain information. 

Sources to obtain information is important because of reachability factor depending on location and 

demography. This factor could assist the state government in effectively delivering information to 

entrepreneurs.  

 

Secondly, the analysis showed the importance of facilities distribution to entrepreneurs. This question is 

concentrating on government’s integrity with regards to specific provisions to entrepreneurs. Partisan 

politically motivated or biasness in distributing facilities such as infrastructure, machinery, premise and 

etc., towards unqualified entrepreneurs will impede the growth of the Malays’ business sector. These 

findings which were similarly found in the works of Moha (1999) and Khairuddin (2008) denotes the 

importance of facilities for entrepreneurs. In this notion, facilities are under the responsibility of federal and 

state government, where they must be distributed it equally toward entrepreneurs. Distribution of facilities 

equally reflects the state government indirectly push for economic growth for micro-entrepreneurs which 

can be reflected on Azeem (2014). He that argues the failure of BIA to assist Bumiputera enterprise in 

Penang is due to personal and political interest.  
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Third, this research found a significant factor that entrepreneurs highly demand which is safety and 

security. Initially safety issues did not emerge from literature review, but was vocally pointed out by 

entrepreneurs through the pilot study. Prior to this, safety as another factor of demand was included in the 

questionnaire. Specifically, micro-entrepreneurs who choose locations in isolated, high crime statistics area 

is vulnerable to petty thieves, robbery and trespassing. Consequently, entrepreneurs are reluctant to carry 

out their business anymore. Failure to provide necessary safety measure might lead to loss of assets, cash, 

stocks and more importantly human life. Concurring with this, state government needs to increase its 

monitoring activities by installing more CCTVs, and encouraging frequent police patrol. The state 

government could also proliferate and designate more strategic areas for micro-entrepreneur’s activities 

concurring to the safety issues. 

 

Conclusion 
 

Micro-entrepreneurship is the starting phase for most of the Malays to venture in business sectors. 

Although the Malays depending on government intervention such as financing, quota and entrepreneurial 

education to have a high success rate in business, there are more significant factors that government needs 

to highlight. With numerous financing scheme together with business consultations provided by 

commercial banks and government agencies, nevertheless, others facets of entrepreneurship needs to be 

elucidated. In a nutseh, this study discovered that the Regulatory Role of the states significantly demanded 

by entrepreneurs are information dissemination, facilities distribution and safety.  
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Appendix A 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

No. Factors Items 

1. Government integrity  State government that has integrity will help the success of 

Malay entrepreneurs. 

 State government’s systematic development of socio-

economic policies is significant for Malay entrepreneurs 

 Distribution of facilities must be transparent 

2. Micro Finance  Micro credit financial loan (MCFL) is significant for my 

business survival 

 Repayment scheme for MCFL must be adequate for 

entrepreneurs 

3. Entrepreneurial 

Education 
 I prefer entrepreneurship education that effective for my 

business development 

 Entrepreneurship education’s staff programme must be well 

expert in providing specific advice to my business field 

 Entrepreneurship education program must be easy to 

participate 

4. Ethnic Relations  I prefer the state’s government policies that are neutral in 

managing ethnic relations 

 Ethnic relations help to foster my business’s growth 

 Ethnic relations interaction is important in entrepreneurship 

development 

5. Facilities  I believe efficient facilities are vital for my business success 

6. Transportation  Systematic Transportation system is vital for my business 

success 

7. Trade  Access  for export is significant for my business performance 

8. Security  Security is significant for my business 


