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Abstract- This  study aims to identify factors that encourage the involvement of Bumiputera entrepreneurs in small and 
medium enterprises (SMEs). Internal factors such as entrepreneurs’ background, motivation, skills and attitude were 
investigated as well as external factors that consist of government supports, credit facilities, and the current economic 
environment. This survey research involved 128 Bumiputera entrepreneurs in Cheras, Kuala Lumpur. Descriptive analysis 
was used in getting percentage, frequency and mean. The findings showed that the main factors that contributed to the 
Bumiputera entrepreneurs’ involvement in business are the internal factors such as skills, attitudes, and motivation. The 
current economic environment and government supports are the most external elements contributed to Bumiputera 
involvement in entrepreneurship. 
 
Index Terms- Bumiputera Entrepreneurs, External Factors, Internal Factors, Small And Medium Enterprises (SMES).  
 
I. INTRODUCTION 
 
Malaysia is a developing country with emerging of the 
economic, educational, socio-cultural, and 
infrastructure sectors. Business and entrepreneurship 
are the most important economic sector contributing 
to the development of the national economy. 
According to Nor Fadhilah Nasharudin and Halimah 
Harun (2010), the current economic situation 
encourages the Bumiputera community to become 
entrepreneurs in order to develop a better society that 
is productive and competitive. Thus, they will create 
their own jobs instead of relying on others for survival. 
Consequently, Malaysia has introduced several 
measures and approaches to confront the 21st century 
competition to address the challenges and goals of the 
country (Huzili, Azman & Muhammad Shukri, 2008). 
However, Bumiputera participation in business and 
entrepreneurship activities are limited due to certain 
constraints. Hence, various efforts have been 
undertaken to intensify entrepreneurial activity and 
business among Bumiputera starting with the New 
Economic Policy, and followed by the National 
Development Policy, Privatization Policy and Vision 
2020. Finally, the government launched the New 
Economic Policy, which aims to strengthen the 
economy and increase Bumiputera community 
involvement in entrepreneurial activities. 
The New Economic Policy (NEP) from 1971 to 1990 
was developed to reduce the gap in economic, social, 
cultural and placement among Malaysians. The main 
objective of this policy is to reduce and eliminate 
poverty by the multiplication of employment 
irrespective of race and restructuring of society to 
reduce and eventually eliminate the identification of  
races with economic function. In 1970, Bumiputera  

 
was the highest community (64.8%) that lives below   
the poverty line as compared to other races. In 
addition, the occurrence of socioeconomic gap was 
very significant with only 2.4% of the Bumiputera 
equity in the corporate sector (www.pmo.gov.my).  
NEP has achieved satisfactory success of Bumiputera 
involvement in professional and managerial position. 
The data showed Bumiputera involvement in the 
corporate sector increased to 51% in 2008. The 
income gap between ethnic groups is also narrowing 
from 12% in 1970 to 6% in 2009 (10th Malaysia 
Plan). Other than that, the ownership of Bumiputera 
entrepreneurs’ capital has also increased, from 2.4% 
in 1970 to 21.9% in 2009. However, Bumiputera 
entrepreneurs have to ensure their capabilities to 
sustain and improve their competitive advantage to 
meet the new economic challenges 
(www.pmo.gov.my). Small and medium enterprises 
(SMEs) are the most important component of the 
national economic growth and have the potential to 
generate wealth among Malaysians. This is because 
SMEs have contributed 56.4% of total employment in 
Malaysia. In addition, the contribution of SMEs to the 
Gross Domestic Product (GDP) has increased from 
32.5% in 2011 to 32.7% in 2012. Total human 
resource capital in business sector also increased from 
4,100,952 in 2009 to 4,854,142 in 2012 (SME Corp 
official website). Therefore, the government has 
planned various programs to support the potential 
growth and innovation of SMEs in order to move 
domestically, regionally and globally 
(www.pmo.gov.my).  
 
II. LITERATURE REVIEW 
 
Entrepreneurship is one of the opportunities for 
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Malaysian to create their own job as well as provide 
job to others. However, most of young Malaysian 
preferred to venture in private sectors or choose to be a 
government servant. The data from the Department of 
Statistics revealed that the percentage of 
entrepreneurs in Malaysia where about 26 percent of 
the total population in 2008 (Department of Statistics, 
Malaysia 2009). 
 
Various plans have been implemented to alleviate 
poverty and increase the interest of Malaysians to 
venture into entrepreneurship, especially for 
Bumiputera. In 1995, the Ministry of 
Entrepreneurship and Co-operative was set up to 
produce and nurturing startup entrepreneurs in the 
field. In addition, various agencies and financial 
institutions have been established to address the issues 
of capital funding to set up businesses such as Tabung 
Ekonomi Usaha Niaga (TEKUN), Majlis Amanah 
Rakyat (MARA), Bank Pembangunan, SME Bank, 
and Perbadanan Nasional Berhad (PNS) (Yahya 
Ibrahim , 2014). However, the Bumiputera are still 
lagging far behind in most aspects compared to other 
communities in Malaysian entrepreneurship. For 
instance, the Chinese have mastered the field of 
entrepreneurship and business since colonial times. 
The Bumiputera are more focused on agriculture and 
fishing villages and rural areas.  This is due to the 
colonial policy of divide and rule. Hence, as the 
Malaysia economic growth and globalization, the 
Bumiputera should enhance the transformation and 
grab the opportunities of entrepreneurship to ensure 
competitiveness and not left behind in towards a 
high-income country (Khairunnisa Mardzuki, Zaimah 
Darawi & Mohd Radzuan Rahid, 2012). 
 
Factors that influence the involvement of a person in 
entrepreneurship can de divided into internal and 
external factors (Gomezelj, 2013; Ishak, Khairunnisa, 
Zaimah and Shukri, 2011) . The internal factors are 
the characteristic inherent in the self-entrepreneur, 
interests, skills, knowledge and attitude or personality 
(Gomezelj, 2013; Ishak et al., 2011; Mohd Hassan, 
2007). On the other hand, external factors refer to 
environmental influences such as the structure of 
society, culture, government policy, family practice, 
the business environment and support the school or 
institution of higher learning institutions (Gomezelj, 
2013; Ishak et al, 2011). In general, this study was 
conducted to identify factors that encourage 
Bumiputera involvement in entrepreneurship in order 
to foster their economic development. 
 
III. METHODOLOGY 
 
This survey study aims to determine the factors that 
encourage Bumiputera involvement in 
entrepreneurship in Bandar Tun Razak, Kuala 

Lumpur. According to Uma Sekaran (2003), survey 
method has high reliability with low cost for a short 
time period. The study population consisted of 170 
small businesses in Bandar Tun Razak, Kuala 
Lumpur. As refer to Krejcie and Morgan (1970) 
sampling technique, 150 of respondents were 
randomly selected for this study. A set of 
questionnaires was used to collect the data. However, 
only 128 questionnaires returned to the researcher. 
The questionnaires used in this research were adapted 
from previous studies by Siti Arni (1996), Mohd 
Hassan (2007), Lee Pei Chin et al., (2009) and 
Azilahwati et al., (2011). Descriptive analysis that 
includes frequency, percentage, mean and standard 
deviation were used to analyze the data.  
 
IV. RESULT 
 
The frequency analysis showed that most of the 
respondents were female (53.1%).  The majority of the 
respondents were aged between 36 to 45 years old 
(43%). Besides, the large numbers of respondents 
were married (71.1%). Almost 82% of the respondents 
have only secondary school of education. Only 7.8% of 
the respondents held a bachelor degree. In terms of 
family background, 49% of the respondents comes 
from a business family in which most of the family 
members are involved in business. However, almost 
similar percentage of the respondents (34.4%) has 
none of their family members involve in business. The 
details about the demography of the respondents are 
displayed in Table 1.  
 

Table 1  
Demographic Factors of the Respondents. 

 
 
Table 2 shows the mean of respondents’ scores on 
internal factors that influence them to be an 
entrepreneur. As refer to the table, respondents’ skills 
has the highest mean score (M=3.87, SD=.11) in 
influence them to involve in entrepreneurship. This is 
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followed by respondents’ attitudes (M=3.80, SD=.09) 
and motivation (M=3.65, SD=.16). The lowest mean 
score that contributes to entrepreneurship 
involvement was respondents’ background (M=3.06, 
SD=.47). 

Table 2 
Mean Scores of Internal Factors: Respondents’ 
Background, Motivation, Attitudes, and Skills 

 
 
Table 3 displays the mean of respondents’ scores on 
external factors that influence them to be an 
entrepreneur. As refer to the table, current economic 
environment has the highest mean score (M=3.79, 
SD=.04) in influence them to involve in 
entrepreneurship. This is followed by government 
supports (M=3.70, SD=.09) and credit facilities 
(M=3.57, SD=.08).  

Table 3 
Mean Scores of External Factors: Government 
Supports, Credit Facilities, Current Economic 

Environment 

 
 
 
DISCUSSION AND CONCLUSION 
 
The findings of the study revealed that the percentages 
of male and female entrepreneurs are almost similar. 
Although various previous research shown that female 
are less likely to involve in business because they are 
more risk averse and family oriented, they tend to 
start-up a business in female-specific areas such as 
services, foods, beauty shops, and clothes (Krasniqi, 
2009; Maire et al., 2004; Beaver, 2002). Malaysian 
woman are also important contributors to the 
household economy, particularly in the increasing cost 
of living (Norsyamimi, 2014). The present research 
found that the majority of the entrepreneurs is between 
26 to 45 years old. This is aligned with Krasniqi 
(2009) and Storey (2004) mentioned that most 
business owners are within the middle age of 25 to 45 
years old. They are assumed to have enough capital 
with past experiences to start-up a business as 
compared to those at the younger age. In terms of 
marital status, majority of the entrepreneurs is 
married. According to Maire et al., (2004), marital 
status influence an individual to become an 
entrepreneur because risk sharing and economic gain 
from marriage.  

The findings of the present study also revealed that the 
majority of the entrepreneurs have only at secondary 
school level of education. However, as suggested by 
Buerah Tunggak and Hussin Salamon (2008), formal 
education, business experience and frequency of 
attending an entrepreneurship training program are 
among the important factors that affect Bumiputera 
involvement in entrepreneurship. The percentage of 
entrepreneurs that come from a business family and 
non-business family are almost similar. This means 
that individuals can become an entrepreneur, 
regardless of their family background. 
 
The present study found that the personal skills among 
the respondents is the most important factor that 
encourage them to become an entrepreneur. The item 
‘an entrepreneur must be equipped with skills and 
experiences’ has the highest mean score. This is 
aligned with previous findings by Ishak Yusof et al. 
(2011) mentioned that successful entrepreneur has 
appropriate skills and knowledge in their business. 
They develop their skills and knowledge, either formal 
or informal through past experiences (Ishak Yusof et 
al., 2011). The current study also found that the 
second most influenced internal factors is attitude. 
The item ‘an entrepreneur is not easily discouraged’ 
has the highest mean score followed by the item ‘an 
entrepreneur avoid to be employed by others’. In 
previous research, Mamat (2009) stated that 
successful entrepreneurs need to be independent from 
others, courageous, creative, innovative, confident, 
and brave to seize any opportunity. The goal in their 
life is a key determinant in generating positive 
attitudes towards the business. 
 
The current economic environment has the highest 
mean scores for external factors that influence 
Bumiputera involvement in entrepreneurship. This is 
followed by government supports. The item ‘…intend 
to meet the public demand due to the opportunities in 
the market’ and ‘ an increasingly limited job 
opportunities’ are the key factors in the current 
economic environment that encouraged the 
respondents to be an entrepreneur. The economic 
environment is crucial in determining new firm 
formation (Krasniqi, 2009). In other research, Isma 
Addi and Mohamad Zahir (2011) found that the most 
important factors that encourage zakat recipients 
involve in entrepreneurship are they want to improve 
their financial strength, support their families, and 
they want to be successful like other successful people.  
 
In terms of government support, the respondents 
highly rated that the encouragement to collaborate 
with government bodies increased their intention to be 
an entrepreneur. This is supported by Gomezelj 
(2013) suggested that to start-up a business requires 
government support in terms of resources, 
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information, financial, education and training, and 
infrastructures.   
 
As a conclusion, internal factors such as an individual 
background, motivation, attitudes and skills are the 
factors that determine the choice of self-employment 
and entrepreneurship. Whereas, current economic 
environment and government support are the most 
external factors that influence Bumiputera to start-up 
a business. In the future, research on factors that 
determine the successful business among Bumiputera 
should be conducted. 
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