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Abstract:

Inrecentyears,reviewsonpoliciesandstrategleStOfacilitatetheover-

alldevelopmentofSmallMediumEnterprises(SMEs)inMalaysiahavebeen

graduallyimplemented.Thesereviewsincludetheinitiativetostrengthen

theroleofprlVateSectorinsupportingtheoveralldevelopmentoflocal

SMEs.WithinthecontextofMalaysiandevelopment,variousgovernment

economicandsocialpolicieswereimplementedthroughGovernmentLinked

Companies(GLCs).Hence,GLCs'contributiontotheMalaysianeconomyand

SMEsisanessentialanalysisandwouldprovideinputstothedevelopment

ofSMErelatedpoliciesandactionplans.ThisstudyanalysesSMErelated

policiesanddevelopmentprogramsinMalaysiaandspecificallyexamines

theroleofGLCsincontributingtothegrowthofSMEs.Ouranalysisaimsto

evaluatethecontributionsofGLCsonthedevelopmentofSMEsbyasses-

*Dr.NorliaAhmadispresentlyaResearchFellowofJapanSocietyforPromotion-
alofScience(JSPS),OtaruUniversityofCommerce,Hokkaido:norlia
@res.otaru-uc.ac.jp
TheauthoracknowledgesthesupportfromJSPSinthecompletionoffieldwork
forthisstudy.

〔207〕



i)()Ltil 商 学 討 究 第58巻 第4号

singtheeffectivenessofthevendordevelopmentprogramsandtheirimpact

onvendor'sgrowthandperformance.Weconductaseriesofstructuredin-

terviewswithselectedGLCsanddistributequestionnairestotheirvendors.

OurfindingssuggestthatSMEsdevelopmentpoliciesingeneralandvendor

developmentprogramsbyGLCsinparticularhavebeenalittleslowtotake

off.Theslowprogresscanbeattributedtoboththeimplementationissues

atGLCsandtheattitudinalproblemsoftheirvendorswholackofsounden-

trepreneurialcultureandabilitytocompete.Aquestionremainstobe

answerediswhethertheimplementedpoliciesanddevelopmentprogram

canbetranslatedintosustainablegrowthandenhancefirmscompeti-

tivenessorsimplyanincreaseinnumberofSMEsestablishments.

Keywords:Malaysia,GLCs,SMEs,vendordevelopmentprograms

1.1ntroduction

lnmanycountries,SmallMediumEnterprises(SMEs)arecontributing

significantlytotheeconomicgrowthandhumandevelopment,andplaya

centralroleindeepeningkeyindustriesthroughinter-firmbackwardand

forwardlinkages.MalaysiarecognizedtheincreasingimportanceofSME

andintheprocessofputtinglnplaceapolicyandinstitutionalframework

thataddressestheirdevelopmentneeds.Inrecentyears,governmenthasre-

viewedrelevantpoliciesandstrategleStOfacilitatetheoveralldevelopment

ofSMEswhichincludetheinitiativetostrengthentheroleofprivatesector

insupportingtheoveralldevelopmentoflocalSMEs.

The2005CensusofEstablishmentandEnterprisefoundthatthebulkof

businessestablishments(99.2%)areSMEs,ofwhich80%aremicroenter-

prises.ThecensusalsoshowsthatSMEsareamajorsourceofemployment,
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about56%oftotalemployment.However,theircontributionintermsof

grossdomesticproductwhichisonly32%andtotalexportvalueofabout

19%isstilldisproportionatelylow(DOS,2005).Apartfromthat,SMEsin

MalayslaarealsofaclngmanyChallengessuchaslackoffinanclng,lowlevel

oftechnology,lackofmanagerialandtechnicalcapabilities,andahighlevel

ofbureaucracyingovernmentagencies,amongmanyothers(Moha,1999).

Thesechallengesneedtobetackledaccordinglyastheyhavebeenhinder-

ingSMEsresilienceandcompetitiveness.

ThisstudyanalysesSMErelatedpoliciesanddevelopmentprogramsin

Malaysia.WespecificallyexaminetheroleofGovernmentLinkedCom-

panies'(GLCs)asoneofthemainimplementationvehiclesofSMEdevelop一

mentprograms.BesidesreviewingthedevelopmentexperienceofSMEpoli-

cyandimplementationsystem,thestudyaimstoprovideapreliminary

assessmentofGLCs'contributiontothedevelopmentoflocalSMEsthrough

theirimplementationoftheVendorDevelopmentPrograms(VDP).GLCsare

expectedtocarryoutthetaskofpromotlngtheuseofcompetitivelocalcon-

tent,ensuringBumiputra(i.e.indigenouspeopleandMalays)equitysharein

thenationeconomicgrowthanddevelopingcapabilitiesoftheirvendorspar-

ticularlyBumiputraSMEswhoarelaggingbehindtheircompetitors.

Overtheyears,SMEdevelopmentinMalaysiahasbeenprogressing

ratherslowlybuttheirprospectsaregraduallyimprovlng.Thegovernment

hasshownencouragingeffortsandrecognizedSME'sincreasingimportance

totheMalayslaneconomicdevelopment.Atthehighestpolicymakinglevel,

initiativeshavebeentakentoensureeffectiveimplementationsofSMEde-

velopmentpoliciesandactionplans.VariousSMErelatedpoliciesandde-

velopmentplani.e.VDPwereimplementedthroughGLCs.Hence,GLCs'

contributiontothedevelopmentofSMEsisaworthwhileanalysisatboth

macroandmicroperspective.
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2,uteratureReview

2.1 OveralldevelopmentframeworkforSMEPoII'cI'esinMalaysia

ThecurrentdevelopmentofSMEinMalaysiahasreceivedgreatatten-

tionduetoitsincreasinglmpOrtanCetOtheeconomy,andisconsideredas

thebackboneofindustrialdevelopmentinthecountry.However,thereis

lackofemplricalstudiesthatfocusontheimpactoftheentrepreneurde-

velopmentprogramsofMalaysianGLCsandtheircontributiononthede-

velopmentoflocalSMEs.Thiscouldbeduetothecomplexitynatureof

SMErelatedpolicies,Overlappinginformationofthesupportprogramsfor

SMEdevelopmentandaggregatedataofBumiputraversusnon-Bumiputra

entrepreneurswhichimpedethoroughstudiesontherelevantsubject.Be-

foretheformationofNationalSMEDevelopmentCouncil(NSDC)inJune

2004,therewasaduplicationofSMEsrelatedpoliciesandimplementationof

thesupportprogramsbecauseoftoomanyministriesandagenciesinvolve

intheSMEdevelopment.Theinvolvementofmorethansevenministries

andtwentyagencieshasresultedintheduplicationoftheSMErelatedpoli-

ciesandisseenasoneofthefactorsthatleadtotheslowerprogressoflocal

SMEdevelopment(Ahmadetal,2005).Ⅰnaddition,Otherfactorssuchasthe

natureofdevelopmentprogramswhichdonotmatchthemarketneedsand

lackingofgenuineentrepreneurialsplritamongentrepreneursparticularly

Bumlputramayhavebeendeterrlngtheexpectedprogressoftheirdevelop-

meれt.

Nonetheless,inrecentyears,positivechangesintheMalayslanland-

scapeofSMEdevelopmentarenotedsuchastheestablishmentofNSDCin

2004andSMEBankin2005.NSDCrepresentsthehighestpolicymaking

bodyandchartsthefuturedirectionandstrategiesforSMEdevelopment

whiletheSMEbankcomplementstheroleofexistingfinancialprovidersof
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SMEloans.Thefollowingyearwitnessedthefirstannualpublicationofup-

datedSMEsprofileorthecensusofestablishmentsandenterprisesbyDe-

partmentofStatistics(DOS)andthecreationofone-stopSMEonlinein-

formationorthe"SMEinfoPortal".Theseinitiativesandimprovementsin

theformulationoftheSMErelatedpoliciesandcoordinationofthesupport

programs,aswellastheimproveddatabasereflectstheincreaslngImport-

anceoftheSMEdevelopmenttothecountry'Seconomyandgovernment

commitmenttodevelopandstrengthenSMEs(SMIDEC,2006).

AninterestingfeatureofthehistoryofMalayslaneconomicdevelop一

meれtthatwasintroducedbytheBritishundertheircolonialruleofMalaya

(pre1957)needtobeunderstoodbeforeonecouldgraspthecurrentcontext

ofSMErelatedpolicies,particularlyBumiputrarelatedpolicieswhichis

embeddedwithinthenationalblueprlntOfeconomicdevelopment.Thehis-

toricalpracticeofsegregatingeconomicactivityalongtheraciallines;(im-

portedIndianworkersontherubberplantations,importedChineseworkers

inthetinminesandtrades,whileBumiputra,mostlytheMalaysdominated

theagrlCulturalsectorsandasmallelitegroupwasallowedintothe

bureaucracy)duringthecolonializedtimeresultedineconomicinequalities

ofthethreemajorethnicgroupswiththemaJOrltyOfBumiputraatthebot-

tomrung.UponindependencefromtheBritishin1957andracialeconomic

clashesin1969,itwasagreedamongrepresentativesofthethreeethnic

groupsthattheMalayswouldbegrantedcertainspecialright''intherealm

ofreligion,economicandpolitics(AriffandSyarisa,｣.

The"specialright"wasthenfullyarticulatedundertheNewEconomic

Policy(NEP)in1970tocreatemoreequitablesociety.Themainobjectivesof

NEPwastoeradicatepovertyandattainatleast30%ofBumiputraequlty

ownershipby2000,butthisgoalwasextendedtotheyear2010asstlpulated

intheThirdOutlinePerspectivePlan(OPP3,2001).Table2.1showsthatthe
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30%targetofBumlputraequltyOWnerShiphasyettobeachieved.Within

NEP,thereisanimplementationmechanismsuchasthecreationofBumi-

putraCommercialandIndustrialCommunity(BCIC),whichinvolvesfoster-

ingBumlputraentrepreneurs,professionalsandcreatingaBumlputra

middle-class.BCIChasbecomeoneofthemainstrategiesforstrengthening

MalaysianSMEsandallrelatedpoliciesandstrategieshavetotakethisinto

considerationwithoutneglectingtheNon-Bumiputraentrepreneurs(Econo-

micPlanningUnit,2001).

Asmentionedearlier,thepoliciesandprogramsofentrepreneurde-

velopmentembeddedwithinthelargerpoliciesofeconomicdevelopmentin

Table2.1:MalayslanOwnershipofShareCapitalofLimitedCompanies
1970-2000

OwnershipGroup 197tI 1り削ー 1t)qO 2000

RM(million) % RM(million) % RM(million) % RM(million) %

Bumiputras 126 2.4 4,051 12.5 20,878 19.3 62,976 18.9

ⅠndiViduals 84 1.6 1,880 5.8 14,322 14.2 47,344 14.2

TrustAgencies 41 0.8 2,170 6.7 5,556 5.1 5,802 1.7

Non-Bumi 1,827 34.3 14,443 44.6 50,754 46.8 137,413 41.3

Chinese 1,451 27.2 - 49,297 45.5 29,318 38.9

Ⅰndian 56 1.1 - 1,068 1 5,137 1.5

Others - - 390 0.3 2,958 0.9

NomineeCompanies 320 6 9,220 8.5 28,119 8.5

Foreigners 3.377 63.4 13,927 42.9 27526 25.4 10.390 31.3

Source:Mid-termReviewoftheEighthMalaysianPlan(2003)andtheSeventh

MalaysianPlan(1996).
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Malaysia.VariousprogramswereundertakentodevelopSMEaspartofthe

effortstocreateconducivebusinessenvironmentandcompetitiveentrep-

reneurs.GovernmentagenciesandGLCsassistedinthedevelopmentof

ancillaryandsupportlngindustriesthroughtheirownvendorprograms.In

thisregard,GLCsareseenasoneoftheimplementationvehiclesofSMEde-

velopmentprogramandtheyareexpectedtoplayslgnificantrolestoensure

theirvendorsparticularlySMEsfullybenefitfromtheprograms.Table2.2

showsthevalueofcontractawardedtoselectedGLCsthroughvariousven-

dordevelopmentprograms(VDP)duringtheperiod1991-2003,which

amountedtomorethanRM4.4Billion.Ascanbeseenintable2.2,PROTON,

TMBandTNBhavebeenimplementingVDPandawardedsubstantial

amountofcontractstotheprogramsparticlpantS.

Fromabroaderperspective,GLCshavebeenimportantcontributorsto

theMalaysianeconomyintermsofprovidersofinvestmentcapltalandem-

Table2.2:VendorDevelopmentProgramsUndertakenbySelectedGLCsfor

theperiodof199ト2003

Company ContractValue(RMmillion) SMEDcvelopmentPrograms

PerusahaanOtomobilNasiona1Berhad(PROTON) 1388.66 ComponentSchemeProgramsProtonMentor-MenteeEntrepreneurDeVelopmentProgramManufacturingProductforTelekomMalaysiaBerhad 969.92

(TMB) TelecomsEntrepreneurDeVelopmentProgramUmbrellaSchemeTenagaNationalBerhad 2046.01

(TNB) StrategicJointVenture

Source:Mid-TermReviewoftheEighthMalaysiaPlan,2003,Onlycumulative

dataisavailablefromthesource.
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ployment.Thesecompaniesemployabout3%ofnationalworkforcesand

provideservicestomillions,andareviewedasanenglneOfeconomic

growthandprosperityofthecountry(PCG,2005).Thus,GLCsplayimpor-

tantrolesinexecutinggovernmentpoliciesanddevelopmentinitiativesin

strateglCindustriessuchasfinancialservices,transportation,telecommunica-

tionsandenergytowardsabalanceddevelopmentforthecountry.

2.2 DefI'nI'tionofGLCandSME

Conceptually,agovernmentlinkedcompany(GLC)isacorporateentity

thatmaybeprivateorpublic(listedonastockexchange)whereanexisting

governmentownsastakeuslngaholdingcompany.Therearetwomainde-

finitionsofGLCswhicharedependentontheproportionofthecorporateen-

tltyagovernmentOWnS.ThefirstdefinitionpurportsthatacompanylSClas-

sifiedasaGLCifagovernmentownsaneffectivecontrollinginterestof

morethan50%,whiletheseconddefinitionsuggeststhatanycorporateenti-

tythathasagovernmentasashareholderisaGLC.

Inthecontextofthisstudy,GLCsaredefinedascompaniesthathavea

primarycommercialobjectiveandinwhichtheMalaysiangovernmenthasa

directcontrollingstake(PCG,2005).Controllingstakereferstothegov-

ernment'sability(notjustpercentageownership)toappointboardofdirec-

tors,seniormanagement,makemajordecisions(e.g.contractawards,

strategy,restructuringandfinancing,acquisitionsanddivestmentforGLCs.

ThecriteriausedindefiningSMEsarebasedonannualsalesturnover

andnumberofemployeesoftheSMEsasshowninTable2.3.Abroadde-

finitionofSMEsisprovided,alongwithspecificdefinitionsformicro,small

andmediumenterprlSeS.Forawidercoverage,businessesareconsideredas

SMEsaslongastheymeeteitherthethresholdsetforannualsalestur-

nover,ORintermsofthenumberoffull-timeemployees(NSDC,2005).
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Table2.3:SMEsDefinitionsinTermsofAnnualSalesTurnoverandFuH

TimeEmployees

I)Full-timeemployees:

PrimaryAgriculture Manufacturing(including ServicesSector(including

Agro-Based)&MRS* ICT**)

Micro Lessthan5employees Lessthan5employees Lessthan5cmployees

Small Between5&19 Between5&50 Between5&19

employees employees employees

Medium Between20&50 Between51&150 Between20&50

employees employees employees

Ⅱ)Annualsalesturnover:

PrimaryAgriculture Manufacturing(including ServicesSector(including

Agro-Based)&MRS* ICT**)

LessthanRM200,000 LessthanRM250,000 LessthanRM200,000

BetweenRM200,000& BetweenRM250,000& BetweenRM200,000&
lessthanRMlmillion lessthanRMIOmillion lessthanRMlmillion

Medium BetweenRMlmillion BetweenRMIOmillion BetweenRMlmillion&

&RM5million &RM25million RM5million

*MRS:Manufacturing-RelatedServices

**ICT:hformationandCommunicationsTechnology

Source:NationalSMEDevelopmentCouncil(2005),SMEAnnualReport

2.3 GLCscontrJ'butJ'ontoMa/aysianeconomyandSMEdeve/opment

PrOgram

GLCsconstituteasignificantpartofMalaysianeconomicstructure.

TheyaccountforapproximatelyRM 260billioninmarketcapltalizationor

approximately36% and54% respectivelyofthemarketcapltalizationofBur-

saMalaysiaandthebenchmarkofKualaLumpurCompositeIndex(PCG,



216 商 学 討 究 第58巻 第4号

2005).

ThecontributionofGLCstothedevelopmentofSMEsparticularly

BumiputraentrepreneurscanalsobeexplainedbyPrivatizationPolicy

whichbeganin1983.Thispolicyrepresentsanewapproachinthenational

developmentpolicyandcomplementsothernationalpoliciessuchasthe

MalaysiaIncorporatedpolicyanddevelopedtounderscoretheincreasedrole

oftheprlVateSectorinthedevelopmentoftheMalaysianeconomy.Inre-

spectofownershipofwealth,theprlVatizationpolicyformsanintegralpart

oftheGovernment'sstrategyinrealizingactiveparticipationbyBumiputra

inthecorporatesectortocorrecttheimbalancesofitsparticipation.The

privatizedentityshouldallocate30%ofitsequitytoBumiputraasstipulated

intheprlVatizationpolicyandconcessionagreementrequiredatleast30%of

contractworktobereservedforBumiputracontractors(EPU,1991)i.e.con-

tractworksinprlVatizedprojectsinvolvingtheconstruction,telecommunica-

tions,utilitiessectorsetc.

Then,theintroductionofPrivatizationMasterPlan(PMP)tookplacein

1991toguidetheimplementationoftheprogram.ThePMPcontained,among

others,abroadpolicyframeworkforprivatization,proceduresforimple一

mentation,andasslgnmentOfprlOritiesfortheprojectstObeprlVatized.The

privatizationprogram,asembodiedinthePMP,hadfivemainobjectives;i)to

facilitateeconomicgrowth,ii)torelievethefinancialandadministrativebur-

denoftheGovernment,iii)toimproveefficiencyandproductivity,iv)tore-

ducethesizeandpresenceofthepublicsectorintheeconomyandv)tohelp

achievetherestructuringobjectivesoftheNationalDevelopmentPolicy.

PrivatizationwasalsousedasoneofthemajorVehiclestoenhance

Bumlputraparticlpationintheeconomy.InordertoensureactiveBumiput-

raparticlpation,theprlVatizationpolicystlpulatedthatBumlputraShould

holdaminimumof30percentequltyinallprlVatizedentitiesascitedear-
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1ier.InlinewiththeobjectivetoenhancethedevelopmentofSMEs,theGov-

ernmenthasplacedparticularemphasisontheVDPandthecreationof

BumiputraentrepreneursthroughGLCs'programs.Effortsweremadeto

promotecollaborationbetweenlargeprlVatizedcompaniesandindividualen-

trepreneursaswellassmallcompanies.Inordertoensuretheeffectiveness

oftheprogram,CompaniesbiddingforprlVatizationwererequiredtopro-

videdetailedvendordevelopmentprograms,whereapproprlate,intheirre-

spectiveproposals.PrivatizationagreementsformajorprlVatizedentities

wereincorporatedtoensurethatthesevendordevelopmentprogramswill

beeffectivelyimplemented.Anumberofmajorprivatizedentitieswerere-

quiredtoestablishVDPthroughspecificprovisionsintheconcession

agreement.ThisprovidedopportunitiesforBumiputraentrepreneurstopar-

ticlpateinmajorprlVatizationprojects

VDPisthusoneofthegovernmentmaininitiativestostimulateSME's

growthandincreasedirectandactiveparticlpationofBumiputravendors.

TosomeextentVDPmayhavebeensuccessfulinencouraglngbumlputra

capitalismbutmuchmoreresearchneedtobedonetoevaluatetheeffec-

tivenessoftheprograms.Thesuccessoftheprogramsshouldnotonlybe

evaluatedintermsofenhanclngBumlputraparticlpationbutalsoindevelop-

lngtheircapabilitiesandcreatlngthegenuineentrepreneurialsplritamong

SMEstoensuretheirsustainablegrowthandcompetitiveness.

3.Methodology

ThescopeofthisstudyistoevaluatethecontributionofGLCsonthe

developmentofSMEsinMalaysiawithinthenationalframeworkofdevelop一

meれtpoliciesandsupportprograms.Ourpilotsurveyaimstograspthe

overallimpactoftheprogramsimplementedbyselectedGLCsonthede-
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velopmentoftheirvendors.Weconductaseriesofsemi-structuredpersonal

interviewswiththehighprofileexecutiveofthethreeGLCswhoaredirect-

lyinvolvedintheimplementationoftheprograms.Thisisfollowedbya

pilotsurveytothevendorswhoparticlpatedinthedevelopmentprograms.

Thoughthefindingsoflimitedcasestudiesandsamplesizecannotbegener-

alizedfortheSMEsdevelopmentatlarge,tosomeextentitdoesallowfora

richerunderstandingoftheprocessesatwork,specificallywithintheMalay-

siancontext.

3.1 1ntervI'ews

Theinterviewsandfocusgroupdiscussionaimstogatherinsightson

thedevelopmentofvendordevelopmentprogramsatthethreeselected

GLCswhicharePerusahaanOtomobilNational(PROTON),Telekom

MalaysiaBerhad(TMB),andTenagaNationalBerhad(TNB).Ourselection

ofGLCsreflectsthekeyimplementersofvendordevelopmentprograms

overtheyears.TheselectedGLCsarealsothemarketleaderofautomotive,

telecommunicationsandenergysectorrespectively.Aseriesofstructured

interviewsateachselectedGLCswereheldpriortothedistributionofques-

tionnairestotheirvendors.Specificinformationonthebackgroundsandob-

jectivesoftheprograms,theirselectioncriteriaofthevendorsandtheout-

comesandimpactsoftheirprogramswasgathered.

3.2 Samp/eandQuestionnaI'res

Weconductapilotsurveybydistributingquestionnairestothevendors

ofselectedGLCs.Thefocusofthequestionnairesinthisstudyisontheen-

trepreneurdevelopmentprogramswhichcovervariousaspectssuchasthe

awarenessandparticlpationofBumiputravendorsintheprograms,trainlng,

assistanceandsupportsreceivedfromGLCs,posLparticipationimpacts,and
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furtherassistancerequiredbythevendors.

4.Ana一ysisandFindings

Ouranalysisutilizesinformationfromsecondarydatasuchasvarious

reportsofMalaysianSMEdevelopmentplansandCensusofSMEestablish-

mentsfromNSDC,SMIDECandDOS.Mostimportantly,themainpartof

theanalystsiscomplementedbytheinformationanddatafromtheinter-

viewsandpilotsurveytotheGLCsvendors.Theanalysisaimstoevaluate

theoveralldevelopmentframeworkofnationalSMEsparticularlyonthe

contributionsofGLCsandtheeffectivenessofVDPtowardsgrowthand

performanceoftheirvendors.

4.1 KeyissuesofGLCs'deve/opmentprogramsandtheircontrI'bution

totheSMEdevelopment

EntrepreneurdevelopmentprogramsunderGLCsaimstostimulateloc-

alSMEsasreliablemanufacturersandsuppliersofindustrialpartsandcom-

ponentsrequiredbylargeindustries.Ithasbeenarguedthatthelinkagebe-

tweenforeignassemblyfirmsandlocalSMEsisquitelimitedbecauseof

theirlowtechnologylevels(Pruvent,2005).Thus,VDPwasintroducedtoup一

gradevendor'sproductioncapabilitiesandatthesametimeprovidetechnic-

al,managerialandfinancialassistancesthroughcreditfacilitiesandspecial

investmentfund.

MostoftheGLCsarethemarketleaderintheirrespectivesectorbut

areoftencriticizedasinefficientintermsoftheiroperations,Capitalman-

agement,boardeffectivenessandprocurementpolicies.AsGLCsarestriv-

ingtoaddresstheirinefficiencylSSueSandachievethebalancebetween

theirsocialobligationandcommercialobjectives,severalreformprograms
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arenowtakingplacethroughGLCsTransformationPrograms.Oneofthe

initiativesundertheprogramisthenewprocurementguidelinesandbest

practices,orknownasthe"redbook".Theredbookreviewsallexisting

governmentpoliciesandprovidescomprehensiveguidelinesonprocurement

includinghowGLCscouldsupportlocalvendorsparticularlyBumiputra

(PCG,2005).

Priortothereformprogram,therearevariousissuesandproblemsof

theprocurementpoliciesandsystemathandsuchasunclearroleofentrep-

reneurdevelopmentunitandprocurementplannlng,burdenofbalanclngSO-

cialobligationandcommercialobjectives,lackofmonitoringandevaluation

mechanismandresourcestooverseevendorsprogress,entrepreneurcom-

petencieslevel,qualityassuranceschemeanduncompetitiveprlCeanddis-

continueofcontracts(TenagaNational,2005).

Tosomeextent,entrepreneurdevelopmentprogramsunderGLCshave

playedasignificantroleindevelopingMalaysianSMEsatlargesuchasin-

CreaslngtheparticlpationofBumlputraentrepreneursparticularlyinkeyIn-

dustriessuchasofautomotive,telecommunicationsandenergysector.The

developmentprogramsalsohelpedtoincreaselocalizationofproductsand

reduceimportdutysincetheproductsthatwaspreviouslyImportedcanbe

sourcedlocally.Whileitisgenerallyagreedthattherearepositiveoutcomes

ofGLCsdevelopmentprogramsandtheircontributiontotheMalaysianeco-

nomy,therearesomeimplementationissuesandcriticalareaofimprove一

meれtsneedtobehighlighted.

OurfindingsindicatethatattheGLCslevel,thereareratherambiguous

objectivesofthedevelopmentprograms,forexampleindicatorsusedtomea-

surethesuccessoftheprogramsarethenumberofentrepreneurswho

haveparticlpatedintheiropentendersandthevalueofcontractsawarded

tothem.Suchindicatorswouldnotprovideaccurateassessmentoftheout-
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comesoftheprogramsincreatlngresilienceandcompetitiveentrepreneurs.

Ontopofthat,fromtheinterviewateachGLCsandourreviewofrelevant

documentspertainingtoGLCsimplementedprogramsrevealedthatthe

programsalsolackspecificandcleartargetstobeachievedwithinaglVen

timeframeandallocatedresources.Thosesetbacksofimplementeddevelop-

mentprogramsatGLCscausedifficultiesinthorough evaluationoftheprog-

ramsoutcomesandclarificationsoffactorsaffectingtheirsuccessorfailure.

Hence,furtherinvestlgationontheprogressofVDPiscritical,thusa

pilotsurveyonGLCs'vendorswascarriedout.Theremainingpartofthe

analysisdependslargelyonthequestionnairesdistributedtotheirvendors

andprovidesapreliminaryassessmentoftheimpactofthedevelopment

program.ⅠnthefollowlngSection,weillustratethefindingsfromthesurvey

conductedwithGLCs'vendorsunderstudy.

Thesamplesizeofthissurveyconsistsof20SMEswhoareselected

randomly.Theyarecharacterizedasthosevendorswithanaveragenumber

of39employees.Thetotalnumberofemployeeshiredbyvendorscovered

inthissampleis732employees.Theminimumnumberofemployeesforthe

smallestvendoris6employeeswhilethelargestvendorinthissamplehired

107employees.ThisrangefallswithinthedefinitionofSMEsasstatedin

theprevioussection.

4.2 FindingsfromSMEsPI'/otSurvey

4.2.1 Vendors'AwarenessandParticipationinEDP

Fromthesurveyresult,75%ofthevendorsareawareofthedevelop一

mentprogramsandtrainingconductedbyGLCs.However,only55%of

themhavebeenparticipatedintheseprograms.Inaddition,whenasked"Is

yourcompanyfamiliaruJithanyoftheGLCsfundandtechm'Calassistance

schemesavailabletoSMEs.rtheresultshowslackofencouraginganswers.
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ThisisillustratedinFigure4.2.1,where65%ofthevendorsindicatethat

theyarenotreallyfamiliarwithanyoftheGLCsfundandtechnicalassist-

anceschemes.InterviewsattheGLCsrevealthatsomeofthevendorsshow

lacksofinitiativeinkeeplngthemselvesupdatewiththeon-goingdevelop-

meれtprograms.

"lsyourcompanyfamiliarwithanyoftheGLCsfundand
technicalassistanceschemesavailabletoSMEs?'l

No

Yes,CurrentJyinprocesslhavesubmittedmy
appllCation

Yes,haveappliedandwasunsuccessful
Yes,haveappliedandwassuocessful

- - - - - - 璽■

0% 10% 20% 30% 40% 50% 60% 70%

Figure4.2.1:AppllCationandprocessforGLCsfundandtechnical
assistanceschemes

Althoughtheawarenessoftheprogramsseemsquitehigh,theparti-

Clpationinthedevelopmentprogramisconsiderablylow.Fromthevendors

feedback,itseemsthateventhoughtheyareawareoftheprogram.Someof

themdidnotparticlpateintheprogramsbecausethecontentoftheprog-

ramsmaynotberelevantortherequiredtralnlngprogramsarenotaVaiL

able.

4.2.2 TraI'nI'ngandAssI'stanceReceived

Fromthesample,55%ofthevendorsindicatedthattheyhaveattended

thetrainingprovidedbyGLCs.Figure4.2.2showstheareaoftrainingand
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assistanceprogramsandthenumberofcompanieswhichhaveparticlpated

ineachoftheprogram.

Numberofcompaniesattendedintraining(byareas)

Others

Operat10nS

Legalandinsurance

HumanResources

Marketresearchandmarketlng

AccountlngandflnanCe

- - -■■■

■■ -

■ ■ -

■■ -

■■ -

■■ -

0 1 2 3 4 5 6 7

(Note:Some00mpanieshaveattendedmorethanoneprt)gram)

Figure4.2.2:Numberofcompaniesattendedintraining(byareas)

4.2.3 DifficultiesinObtainingtheExterna一SourcesofFunds

lnaddition,only30%ofthevendorsinthissurveyhaveappliedfor

assistanceprogramsprovidedbyGLCssuchascreditfacilities,market

guarantee,insuranceguaranteeandtechnicalassistancefunds.

Interestlngly,35%ofthesampleansweredthattheyfacedsomedifficul-

tiesinsourcingforexternalfinance.Inaddition,thequestionnairesalso

addressthemaincausesofthedifficultiesfacedbythevendorsinobtainlng

externalfunds.Figure4.2.3Showsmaincausesofdifficultiesfacedbythe

vendorsinobtainingexternalfundsandtheseverityoftheproblemsrepre-

sentedbythefrequencyoftheanswer.
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MaincausesofdifFicultiesinobtainingtheexternalsourcesoffunds

Others

Uncertainbusinessoutlook

Poorconductofbankaccount

Poorfinancialperformance

Lackofbusinesstrackrecord

lnsufFiclent廿ansparencylnflnanClaldlSdosure
(egavallabllltyOfpaymenthlStOry,aUdlted

ReachedmaxlmumCredltlimit

Lackcollateraltoradditionalbankcreditfacilities

≡
0 1 2 3 4 5 6 7 8 9 10

(Note:SomecompanleShaveansweredmorethanonecausesofdlfficultleS)

Figure4.2.3:Maincausesofdifficultiesinobtainingtheexternalsources
offunds

4.2.4 Techno/ogyTransfer&F7&DSupport

Only15%ofthevendorsclaimedthattheyhavereceivedsomekindof

technologyorR&DsupportbytheGLCs.Thisisinlinewiththefeedback

from GLCswhichmentionedthatmostoftheirvendorsarecharacterized

withlow leveloftechnologicalcapabilitiesandreadinessfortechnology

Areasoftechnologytransfer

Others

Transportation

Tochnology

MediaandCommunication

Prope～

AutolndustrialProduct

Power

ElectronidElectrical

0 1 2 3 4 5 6 7 8 9 10

(Note:Somecompanieshaveansweredmorethanoneareaoftechnologytransfer)

Figure4.2.4:Areasoftechnologytransfer
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transfer.Figure4.2.4illustratestheareasoftechnologytransferwhichhave

takenplacebetweenGLCsandtheirvendors.

4.2.5 GLCs'SupportandVendors'Performance

Fromoursampleofvendors,Wecanseethatvendorsareperforming

differently.About50%ofthevendorsareperformlngatamoderategrowth,

whichisaround0-5%growthrate.Thevendorsthatreporthighgrowthof

higherthan6%growthare35%whiletherestof15%havenegativegrowth.

Thedistributionofvendorsinthesamplebytheirperformanceisshownin

figure4.2.5.Forprofitability,35%ofthevendorsreportedhighprofitability,

45%withmoderateprofitability,and20%reportsnegativeprofittototal

sales.Vendorswithhighgrosstosalesratioaccountfor50%ofthevendors,

30%ofthevendorswithmoderategrosstosalesratio,and20%oftheven-

dorsreportednegativegrosstosalesratios.

Thenextcompellingquestioniswhetherthereisanydifferenceinthe

performanceofvendors'characteristicsthathaveandhavenotparticlpated

inanyGLCstrainingorassistanceprograms.Wehaveperformedcross

tabulationanalysistoanswerthequestions.Sincethesamplesizeisquite

smallwecannotfindanystatisticalsignificanceoftherelationshipbetween

GLCssupportsandvendors'performance.However,ascanbeseenfromthe

crosstabulationresultsintable4-1,therearesomeinterestlngfindingsand

implications.

Thevendorswhohaveparticlpatedinthedevelopmentprogramsi.e.

traininghaslowerprobabilityinperformingatnegativelevelascompared

tothevendorswhohavenotparticipatedintheGLCsdevelopmentprog-

rams.Thoughtheanswertothequestionofhowthedevelopmentprogram

affectvendor'sperformanceisunclear,glVenthelimitationofthispilotsur-

vey,buttoacertainextent,itcanbesaidthatsomevendorshavebenefited
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CompaniesIGpodh CompaniesIProfitability

"E 3"k

Moderate
30%

Figure4.2.5:Vendor'sPerformance

fromtheprogram.

Further,incontrarytowhatmightbeexpected,thevendorswhoindi-

catedexistenceofproblemsinfindingexternalsourcesoffinancehasahigh-

erprobabilityofperformingathighormoderatelevelascomparedtothe

vendorswhoindicatedthattheydidnotfaceanydifficultyinfindingexter-

nalsourcesoffinance.Thismayreflecttheenthusiasmandentrepreneurial

splritofthevendorswhofaceddifficultiesinfindingexternalsourcesof

fundsbutsuchdifficultiesmayhaveledtobetterperformancethantheir

counterpart.
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Table4-1:CrossTabulationResultsforAnalysISOfRelationshipsbetween

GLCs'SupportandVendorsPerformance

GROWTH Tot.i)
ModerElte High

TRAI♪JLNG Yes Count 2 6 3 1】
%wiLhin 18.18 54.55 27.27 100

No Coul一t 】 Ll Ll 9
日.日 44.4Ll 44.4Ll loo

Total Count 3 10 7 20
%within 15 50 35 100

Crosstab

PROFⅠTS Total
ModerElte High

TRAINING Yes Coul一t 】 6 Ll 日
9.09 54.55 36.36 100

No Count 3 3 3 tJ
%within 33.33 33.33 33.33 loo

Tnla1 Ctーunt 4 9 7 20
%within 20 45 35 loo

GROSS ToLa)
ModerLlte Higtl

TRAINING Yes Cou111 】 3 7 日
9.09 27.27 63.64 100

Nn Ct)unl 3 3 3 9
%within 33.33 33.33 33.33 100

Total Ctーunt 1 6 10 20

Crosslab

GROlVTH ToLa】
NegaLiヽreModerate High

APPLY Yes Count 0 3 ワ 5
%wiLhilー 0.00 60.00 40.00 100

Nn Ctーunt 3 7 5 15
%wiLhin 20.00 46.67 33.33 100

Total Count 3 10 7 20
%wiLhin 15 50 35 100

Crosslab

ToLa】
Moderate High

APPLY Yes Ctーunt 0 2 3 5
%wiLhin 0.00 40.00 60.00 100

No Count 4 7 Ll 15
%wiLhin 26.67 46.67 26.67 100

Total Coul一t 4 9 7 20
%wilhin 20 45 35 100

Crosslab

GROSS ToLa】
Moderate High

APPLY Yes Count 0 2 3 5
%within 0.00 40.00 60.00 100

No Count Ll Ll 7 15
%wiLhin 26.67 26.67 46.67 100

Total CoUl一t Ll 6 10 20

GROWTH Tota一
ModerElte High

TTRAhTS Yes Count 】 】 】 3
%wilhin 33.33 33.33 33.33 100

No Coulll ? 9 6 】7
日.76 52.9Ll 35.29 loo

Total Cou111 3 10 7 ZO
% Vヽithi爪 15 50 35 100

Crosstab

PROFtTS TotEIJ
ModerElte High

TTRAhTS Yes Coulll I 3
33.. 33..弓 33.3.'i 100

No Cou111 3 8 6 17
% Vヽithi爪 17.65 47.06 35.29 100

TrIta1 Ctーunl 4 9 7 ZO
% Vヽithin 20 45 35 100

GROSS Tola】
ModerLlte Higt1

Yes Count I 0 ? 3
33.33 0.00 66.67 100

Ntー Coulll 3 6 8 17
% Vヽithi爪 17.65 35.29 47.06 100

Total Ctーunl 1 6 lO 20
%withirL 20 30 50 100

Crosslab

GROlVTH ToLa】
NegativeModerate High

EXFlNDIFNo Coulll ー 7 5 13
% Vヽithi爪 7.69 53.85 38.46 100

Yes Ctーunl 2 3 2 7
%withirL 28.57 42.86 28.57 100

Total Count 3 10 7 20
%wilhin 15 50 35 100

Crosslab

ToLa】
NegativeModerate High

Ntー Ctーunl 3 5 5 13
%withirL 23.08 38.16 38.46 100

Yes Count ー 4 2 7
%within 14.29 57.Ill 28.57 100

Total Coulll 4 9 7 20
%within 20 45 35 100

GROSS Tota一
Moderate High

No Count 3 3 7 13
%within 23.08 23.08 53.85 100

Yes Count 】 3 3 7
%wilhin 14.29 42.86 42.86 100

Total Count Ll 6 10 20
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4.2.6 Vendors'PostPartJ'cipatJ'OnImpact

lnansweringthequestionof"isyourbusinessexperiencinganyiml)rove-

mentonyourperformanceafterparticipatingintheGLCsdevelopmentprog-

ramsP"550/oofthevendorshaveanswered"yes".Thisshowsthatmorethan

halfofthevendorswhohavebeenparticlpatinginthedevelopmentprog-

ramsprovidedbytheGLCshaveexperiencedsomekindofimprovementin

theirperformance.

However,whenasked"doyouthinkthattheimplementationsofthe

1)rogramsaresuccessfulinachievingGLCstargetandyourbusinessobjec-

tives.ronly370/ooftherespondentsanswered"yes".Thisindicatesthateven

afterexperienclnganimprovementintheirperformance,mostoftheven-

dorsstillthinkthattheimplementationoftheprogramsisnotqulteSuccess-

fulinachievingGLC'stargetandtheirbusinessobjectives.

Inaddition,GLCs'Vendorsinthissurveyalsopointedouttwomain

issuesoftheirconcernwhicharethecontinuanceofthedevelopmentprog-

ramsandthecostlnglSSue.Thevendorsrequestedforbothcontinuationin

termofGLCs'assistanceandsupportprograms;andcontinuationinthe

chancesofbeingawardedfutureprojectsandcontracts.Thisreflectsven-

dorstotaldependencyattitudeonthegovernment-relatedassistance.

ForthecostinglSSue,someOfthevendorshavebeenverymuchin-

terestedinmanytrainingortechnicalsupportprogramsprovidedbythe

GLCs.However,sinceattendingsuchprogramscanbecostlytosomeven-

dors,theirpartlClpationwasdecidedbasedonaffordabilityratherthanon

necessity.

4.2.7 FurtherAssistanceRequI'red

Finally,Vendorshavebeenaskedtoindicateinwhichareasoffurther

assistancetheyrequired.TheirresponseisshowninFigure4.2.7.Itseems
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thatthevendorshaveshownastrongindicationthattheyneedassistance

inmarketingtheirproductandsomekindofsecuredmarketfortheirpro-

ductbytheGLCs.Theyalsoshowsomeinterestinimprovingtheirbusiness

managementandinformationtechnologyskillsinordertoimprovetheir

operationalactivities.

FurtherAssistanceRequired

lnformationTechnology

A∝ountlng,FlnanCe
andAudit

Marketing

BusinessadmlnlStration
andManagement

0 2 4 6 8 10 12 14

(Note■Somecompanieshaveansweredmorethanoneareaoftechnologytransfer)

Figure4.2.7:Areasoffurtherassistancerequired

5.Conc山dingRemarks

lnanalyzingthedevelopmentofSMEinMalaysiaparticularlyBumiput-

raentrepreneurs,itisinevitabletoexaminethenationaldevelopmentpoli-

CiessuchasNEPandBCICinwhichoneoftheirmainobjectivesisto

strengthenBumiputras'economicinterest.Thus,Ourdiscussionstouchon

NEPandspecificallyhighlighttheinvolvementofGLCsasimplementing

vehiclesonthedevelopmentoflocalSMEsthroughtheirvendorsupport

programs.Tothisend,theresultsofSMEsurveymaynotbeconclusivefor
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generalizationduetothesmallsamplesizeofGLCs'vendorsbutprovide

preliminaryassessmentandfuturedirectionofMalaysianSMEdevelopment

forfurtherstudies.Alargepartofourconclusionsarecreditedtotheanaly-

sisofsecondarydataandinterviewswithGLCsandotherSMErelated

agencies,andaresummarizedasfollows:

First,whileacknowledgingtheprogressandachievementofMalaysian

initiativesinstrengtheninglocalSMEs,thisstudyalsosuggestacloserex-

aminationontheSMEsdevelopmentpoliciesandimplementationofsupport

programs.Theinvolvementoftoomanyministriesandagenciesinthefort

mutationofpoliciesandSMEdevelopmentprogramsledtofragmentation

andduplicationinpolicymakingandimplementations.Althoughtherecent

establishmentofNationalSMEDevelopmentCouncilhasbroughtsomere-

freshinglightintothedirectionofSMEdevelopmentpolicies,buttheimple一

mentationissuesatvariousministriesandagenciesi.e.GLCs,Callsformore

attentioninoverseelngandtrackingtheprogressofthedevelopmentprog-

ramsatalllevels.

Second,theresultsofourpreliminaryassessmentalsoshowthattoa

certainextent,extensivesupportprogramsmirroredintheNEPrelatedin-

itiativesmayhavepromotedalaid-backattitudeandrelianceongov-

ernmentassistancesparticularlyamongBumiputrasSME.Thisissupported

bythefindingsfrombothinterviewsatGLCsandthesurveyconducted

withtheirBumiputravendors.Ingeneral,theresultsindicatedthatmost

vendorsarelackofgenuineentrepreneurialsplritwhichhinderstheirown

competitiveness.Ourfindingsalsorevealthatsomevendorslackof

awarenessofthesupportprogramsprovidedbyGLCsandtheyneedapar-

ticularassistanceinthemarketingaspectsuchasmarketguaranteefrom

GLCsfortheirproduct.Bothfindingsreflecttheirdependencyonthecap-

turedmarketandlackofowninitiatives.
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Third,thesubstantialvalueofGLCs'contractsawardedtoVDPpartici-

pantsvalidateforthoroughevaluationsoftheimpactoftheprogramson

vendors'development.Thiscallsforfurtherstudiestoinvestigatetheeffec-

tivenessofthoseprogramsindevelopinglocalSMEsatabroaderscale.Im-

provementsofGLCsdevelopmentprogramscoincidewithoperationalim-

provementoftheirvendorswhichinturnwouldincreasecompetitiveness

forbothpartiesi.e.enhancementinproductinnovationthroughlongterm

collaborationwithkeysupplierswouldenableGLCstohavebetteraccessto

supplierslatestproductsandtechnologleS.Inthisregard,theintroductionof

ProcurementGuidelinesandBestPracticesasGLCsprocurementmanualin

2006wasdeemedcriticalinaddressingtheissuesofclarityonSMErelated

policiesandGLCs'roleindevelopinglocalsuppliers.Theprocurementguide-

linesisexpectedtoprovidesomeanswerstotheissueoflackspecificand

cleartargetofeachGLCdevelopmentprogramasnotedinourfindings.

However,theoutcomefromtheimplementationofthenewprocurement

systemforvendordevelopmentprogramswouldprobablytakemanyyears

tobeseenanditwouldbeusefultoanalyzetheimpactoftheseprograms

lateron.

Fourth,theemphasisof"growthwithequlty"withinNEP'seffortsparti-

cularlylnrestructuringthesocietyandeliminatetheidentificationofrace

witheconomicfunctionispresumablynecessaryglVenthecircumstances

whenitwasfirstimplementedmorethanthreedecadesago.Theofficial

governmentstatisticsshowsthatNEPhasundoubtedlyachieveditsobjec-

tivesofreducingtheabsolutepovertyandenhancesequityownershipof

Bumiputra.However,aftermanyyearsofimplementation,thedrawbackof

thepolicyasanefficientsystemofwealthdistributioninaddresslngeCOnO一

micinequalityisdebatable.SomewouldarguethattheNEPgoalsofachiev-

lng30%oftheequltyOWnerShipheldbyBumiputraswasnotindicativeofa
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medianmaJOrltyOfBumlputraholding28%ofthenationaleconomy,but

couldtheoreticallytranslateintoasmallgroupofBumlputraholding25%

whiletheremainingBumiputrasaresharing5%.Suchimbalancewhich

mightalsobevalidamongentrepreneurswouldinvitefurtherJustification

onthediscriminatoryaspectofthepolicynotonlyfromnonBumiputrasbut

alsofromeconomicallymarglnalizedBumiputras.

Fifth,asSMEdevelopmentisacontinuousprocess;improved

frameworkandrelatedpoliciesissoundonlywhenthereiseffectivecoor-

dinationandimplementationofthesupportprograms.Therefore,mutualde-

velopmentandcooperationamongpolicymakers,implementersofentrep-

reneurdevelopmentprogramsandtheirtargetgroupsiscriticaltoprovide

astrongbasisindevelopingandstrengtheningSMEs.Astheprospectof

MalaysianSMEsareimprovingwithvarioussupportingmechanismsand

policiesthatexistincludingfun°ing,infrastructureandbusinessadvisory

servicessuchasthoseprovidedbyGLCs,allSMEsareurgedtofullyreap

thebenefitfromthedevelopmentprograms.

Onafinalnoteofthisstudy,besidethenumberofSMEsestablish-

ments,issuessuchasfirms'sustainabilityandflexibilityinrespondingto

marketchangesshouldbeglVenequalattention,Sothattheimpactofthe

programscouldbetranslatedintotheirsustainablegrowthandenhanced

competitiveness.Inviewofrapidlychanglngbusinessenvironmentandglo-

balizationforce,perhapsthetimehascomeforSMErelatedpoliciesandde-

velopmentprogramspertinenttoBumlputraVendorstofocusmoreonthe

creationofgenuineentrepreneurialspirit,competitiveandresiliententrep-

reneurs,andnotbetoomiredinthemattersofequityandsubsidies.
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