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SMALL SCALE llDUSTRIAL DEVELOPftENT IN MALAYSIA: 
THE CASE OF THE 'NURSERY FACTORY SCHEME' IN PENGKALAN CHEPA, 

KE LANT AN 
------~----------------------------------------------------

J. INTROOUCTIOtl 

• 
one of the major obstacles in achieving a reasonably high and 

~u~~u1ned rate of industrial growth in developing countries is 

the absence of a well-developed or modernised small scale sector. 

With the exception of very few countries, most developing 

countries do ot have a co-ordinated plan for the development of 

this sector. However, substantial evidence through the experience 

of •any countries has clearly shown that small-scale industries 

(SSls) are crucial for industrial expansion as they provide the 

base for entrepreneurial development, employment absorption and 

enhan~ing human skills and domestic technology apart from 

providing inter-industry linkages with the larger industries. 

Although the Malaysian Government has recognised the importar1t 

role of the SS!s and their potential contribution to industrial 
development, this sector has not been modernised and 
rationalised in the mar.ner that it has been done in countries 

like Japan, South Korea and !aiwan where inter-industry linka~es 
within the manufacturing sector is significantly widespread. 

r;- This 
be associated with Malaysia'~ formulation of 

industrial police~ ar.d incentive schemes ~hich seem to be biased 
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against the SSis. 

However, industrial expansion that is dependent on large scale 

industries especially in tt context of developing countries 

like Malaysia could soon face a number of constraints. such as 

the inability to generate more employment opportunities per unit 

of capital investment, monopolistic market structures. and 
• unbalanced bias in the industrial structure. On the other hand. 

within a conducive industrial environmeni, the SSis could not 

only be more flexible and innovative but also complement their 

larger counterparts in providing irdustrial inputs or components 

to the latter. 

The presence of the SSis in any industry group provides the 

competitive atmosphere for the large industries which would then 

be more. responsive to market situations than they would 

otherwise be without outside competition. The need to minimise 

the dominance of large-scale enterprises in many industry groups 

and ~he desire to enhance domestic industrial capability suggest 

that it would be most essential for Malaysia to strenghthen its 

effor~s to develop and modernise the SSis if the industrial 

impetus is to be sustained in the future. This factor is crucial 

given the fact that almost all the SSis are owned or managed by 

Malaysians, while t~e large scale enterprises are mainly owned or 

contro:led by foreign interests. 

The need to enhance Bumiputra (indigenous) participation in 
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i"dustrial activities as enunciated when the New Economic Policy 

(NEP> was introduced in 1971 makes the promotion of efficient 

ssis an even more attractive policy instrument. In line with 

this overall policy (also reiterated by the Malaysian Government 

in the re~ently announced Industrial Master Plan 1986 - 1995), 

the 'Nursery Facto~y Scheme' for SSis was initiated by Bank 

pembangunan Malaysia Berhad (BPMB), with the active support of 

the Small Enterprise D1vision (SEO) of the Ministry of Trade and 
• 

Industry. A pilot project was started in early 1~85 at the 

Pengkalan Chepa Industrial Estate, in the state of Kelantan, one 

of the less developed states situated in the east coast of 

Peninsula Malaysia. 

1.2 Purpose of Study 

This study aims to provide an analysis of the 'nursery factory 

scheme' at Pengkalan Chepa with the view to assess the impact of 

the scheme on current government policies on the SSis. In this 

respect, the following shall be examined:-

{i~ the general performance of tne entrepreneurs or 

manufacturing enterprises established in the scheme; 

(ii) the role of BPMB as the initiator and implementor 

of the scheme; and 

(iii) the ;mportance of related government agencie~ in 

the implementation of the scheme. 

Secondly,' the report will examine, the relevance of tne 'nursery 

factory scheme' ccncept in the context of the future development 
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of the SSis and in the overall industrial development of 

'"' 11.alaysia. Lastly, the report shall submit appropriate policy 

recommendations regarding the overall development of such schemes 

in the future. 

• 

A 

.. 
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II. ROLE OF THE SS Is IN ECONOMIC AND INDUSTRIAL OF VfLOPJif:MT 

A ~entral theme of development planning in Malaysia since the 

a do p t i on o f t he N e w t c o nm i c P c 1 i c y ( N~ P l i n 1 9 7 l h a s bee n t h e 

reductior c& pove:--ty ar.d the restru-:-· iring of the Malaysian 

society through .direct efforts to increase the incomes of the 

economically disadvantaged Bumiputrus and their absorption into 

higher inccJe employment in the industrial sector. Thus according • 
to the s~lond Malaysia Plan (1971-75), the NEP aims to accelerate 

tt:e; 

~rocess of restructuring Malaysi~n iety to correct 

e:onomic imbalance, so as to reduce and eventually 

eliminate the identification of race with economic 

functioos. Programmes for th~s purpose include the moder-

nization of rural life, the rapid and balanced development 

of urban activities, the establishment of new growth 

centres and the creation of a Malay commercial and 

industrial community in all categories and at all levels 

of operation. The objective is to en~ure that Malays and 

ether indigenous people will become full partners in all 

a·.pects of the economic life oft.he nation," (Malaysia, 

1973; p.l). 

The Fi f t:1 MJlaysia Plan {1986 - 90) further emphasises 

govei-r1mt-:rtal efforts such as managment training and consultan(;y 
~ 

serv~cei to fJster greater participation of Bumiputras in the 

smal!-~c.~le sector, w~trh correspond~ to the NEP objectives. 
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The policy of industrial dispersal to less developed are1s is 

accorded priority in the Plan for the same reason. Although the 

main thrust of industrial development will be left in the hands 

of the private sector, concerted efforts will be made to assit 

the SSis by existing government agencies incl~ding the S~D of the 

Ministi'y of Trade and Industry. 

In t·•rms of SSI development, the basic objectives pursued by the 

• 
gove ·nment seem to be:-

( .' 1 i the de v e 1 op ,n en t of 8 um i put r a en tr e;.; ,. en e u rs hi P ; 

,iii increasing productive employment and ensuring higher 

incomes for the largest and poorest segment of the 

population ; .:ind 

( ~ ; i ) achieving regional dispersal of industrial activites 

to ensure better utilization of ~uman and other 

re sou; ces and a more satisfactory bal anc.e betwee:i 

rural and urban sectors. 

The relatively remarkable growth of the manufacturing sector 

d u r i n g t h e 6 0 s a n d ;· 0 s b a s e a o r. i m p c, r t - s u b s t i tu t i :_-, n a n d e x p o r· t 

proDotion has greatly enhanced governm~nt's policies using the 

s e c to r a s a v e h i c l e to a c h i e v e t h e ~~~ F 0 o j e c t i v e s . The main 

rati0nale for SS! support programmes lies in their capability to 

achieve a number of benefits which are pertinent to the Malaysian 

ci rcu'.Tistances. The SSis should be atJle to prov:de productive 

outlets for th(' talents Jnd energies of enterpri~ing 
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individuals, many of whom would not fulfil their potential in 

large organizations. 

This lS particularly impcrtant in the ~alaysian context in view 

of its nascent industr·ia1ization wricn sncc.id i~;crease the 

involvement of small enterprises and business-oriented 

individuals away from traditional activities suct1 as commerce and 

trading. 

• 

Sma l ~ enterpri Se!> often flourish by serving l i ;;~ i t e d or 

spec ali;:ed markets tr.at are rot attractive to large firms. They 

prov.de a breeding ground for entrepreneurial taler·.t and a 

place for new industries. The devel opmerit of 

entrrpreneurship is an important element in the p~ocess of 

indu~trialization. In this respect, tile SSis would be able to 

provide the boost needed for further industrial expansion. The 

manaserial experience obtained through the SSis is an essential 

ingredient in the development of the entrepreneur so as to enable 

h i m t o ex p a r, d h i s e n t e r f: ,. i s e o r t o b r a r• c h o u t i n t o m CJ r e 

modernised mLthods of prod~cticn. 

T h e S S I s a r e a 1 s o a n i m p c r t a n t a v e n u e f o 1· t t1 c t 1· a i n i n g o f 

industrial skills apart from increasing managerial capability. 

They provide the facility for work experience to individuals who 

h a v e g r e a t d i f f i c u 1 t y i n o b t a i n i n g t e c h n i c a 1 t r· a i r. i n g i n f u r m a l 

educational institutions. The techni~al training and experience 

thus ob~ained in many cases could be very useful fur inLreasing 

their o::cupJtional and gcc1']1·,)phical moL1ility, 1-.hicl1 ,.~timately 
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makes them accessible to better-paid jobs. 

The SSis should stimulate personal saving (especially by 

prospective 

industrial 

small-scale manufacturers! an~ prcmote agro-

linkages paving the way for better living conditions 

in the rural sector. In many countries, the SSis furnish parts 

or components and subcontracts to larger enterprises at 

considerable lower unit cost than if th~ latter were to produce 

these products theLlselves. 

There is also a~ple evidence to indicate.that the SSis create 

significant employment opportunities in view of the fact that 

they are inherently labour-intensive. As a developing country 

where capital resources are relatively scarce ard where there is 

a need to utilise its manpower more effect~vely, it is thus 

important that the role of the SSis be emphasised. 

In the Malaysian case, these benefits have not been realised in a 

substantial way in view of the many constraints faced by the 

SSis. Although substantial progress has been made in developing 

entre~reneurial 

and services. 

skills, these are only predominant in commerce 

Howevrr, if appropriate polir.ies and programmes 

are formulated and eficiently implemented, these entrepreneurial 

skills and experience can be fully channeled into manufacturing 

.ities. 

A-.; indicated above, the capability of the SSis is limited by many 
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contraints, some of which are inherent in the smallness of 

itself, while oth~rs may be largely due to exiJting government 

policies and incentives that have tended to favour large scale 

industries, because incentives are generally tied to the size of 

capital investment and employment . 

These constraints reflect SSI 's inability to raise enough equity 

capital, limited access to institutional credit, inability to 
~ . 

attract and retain highly skilled labour, limited access to 

improved production technology, inability to acquire factory 

premises, inadequate knowledge of markets and inadequatte 

knowledge or exp~rience in management and accounting methods. 

In the light of the above, government policies should reflect an 

integrated and well-balanced approach to support SSis through:-

(i) improving the policy environment and administrative 

procedures so that they are neutral and not 

discriminatory towards SSls; 

(ii) strengthening its financial assistance programmes 

so that funds are effectively utilised; and 

(iii} streamlining and rationalizing the technical 

assistance extension programme so that the problems 

of marketing, production technology and management 

can be overcome by SSis more effectively. 

Thus,, in line with the recently announced Industrial Master 

Plan, the government clearly states thut; 
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"the role of SSis will be further enhanced during the 

Fifth Malaysia Plan period to ensure the development of a 

sound industrial structure fer long term sustained growth. 

The GovernmePt has undertaken and will ~ontinue to under

take several measures to actively encourage SSis to 

e x p a n d , ·u p g r a de a n d mo c e r n i s E: t n e i r a c t i v i t i e s . I n t h i s 

regard, the Government, with the cooperation of the World 

Bank, has designed a Special Pr~gramme for the Development 

of SSis which became operational since early !985 and 

which will continue until 1988. The programme, which 

involves a total financial assistance of about S234 

million, will benefit small-scale entrepreneurs in various 

sectors except agriculture. Bumiputra entrepreneurs, in 

particular, will be given credit facilities and technical 

assistance through BPMB. Through the four year period, the 

programme is expected to benefit a total of about 1,100 

small-scale entrepreneurs," (Malaysia, 1986: p 357 - 358). 

BPMB is one of 

established s i n c e 

the 

the 

government agencies that 

NE" P to a c h i e v e i t s 

have been 

developmental 

objectives. BPMB was incorporated in 1974 as a limited liability 

company under the Companies Act (with an authorised share capital 

of SlOO million of which S64.4 million is paid-up), almost all of 

which is held by the Government. The supervisio~ authority is 

vested in the Ministry of Public tnterprises. 

More significantly it was established as one of the special 
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institutional vehicles to help achieve greater participation of 

target group entrepreneurs in business and industry. This mandate 

ca 1 l s for BPMB to pruvide services blfOnd the scoµe of 

conventional development ta~ks, and GPMB has Deen encouraged in 

this endeavour by the Malaysian Government. 

To achieve this developmentai objective, promotional orientation 

is essential and as such its operations are by nature costly . 
• 

However, to ensure its financial viability, the Government has 

prJvided BPMB with the n~ essary resources at subsidised interest 

rates. Since 19b3. BPMG has been requested ty the Government to 

fo~us on the financing of manufacturing enterprises. It has, 

consequently, targeted an increasing share of its lending for 

ma,1ufacturing activities, expected to increase: from the 1983 

level of about 46 tc the level of approAimately 7U of new 

co:nmitments from 1906 onward. 

The operating policies of BPMB with regard to SSI development is 

supplemented by i ts 'er.trepreneur development programme 

formulated specifically to overcome the shcrtage of suitable 

project sponsors in manufacturing. ~nder this progra~me, BPMB 

wi11 identify and train potential candidates, provide pre-

investment assistance, eventually finance their projects wherever 

feasible, and provide post-investment extention service~. This 

assistance is interrelated with the 'nursery factor1 programme'. 
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!Ii. THE 'NURSERY FACTORY SCHEME' FOR SMALL-SCALF INDUSTRIES 

3. '.. Concept of the Scheme 

Unier the scheme, a number of suitably designed factory premises 

ar~ built within an area with the provision of an integrated 

system of financial, advisory and technical support to assist 

participating small-scale Bumiputra enterprises or entrepreneurs • 
• 

BPMB takes the responsibility of providing these factory premises 

and co-ordinate the provision of other basic utilities such as 

electricity, water and telephone facilities. On comp.letion of 

these factory units (numbering betweer 15 to 30), they shall be 

rented at subsidised rates to local entreprene1irs 

BPMB shall also extend supportive services such as in training, 

management, finance and technical know-how to the entrepreneurs. 

To ensure the effectiveness of BPMB's role in implementing the 

scheme, a scheme manager will br placed by the bank at the site. 

The scheme manager keeps a close supervision on the µrogress of 

every entrepreneur. 

When an entre~reneur is found to be successful, the subsidy 

element granted by the bank will be gradually withdrawn so that 

eventually he will be requested to relocate his manufacturing 

activity outside of the scheme once BPMB is satisfied that he can 

survive without substantive assistance from the bank itself and 

othe~ related government agencies. The factory unit so vacated 

will then be allocated to a new entrepreneur. This is in fact the· 
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essence of 

potentially 

assistance 

the 'nursery factory scheme' which allows a 

good entrepreneur to utilise every possible 

given by the bank and go\ernment agencies during his 

'infancy' stage. 

The scheme thus provides the enterprising Bumiputra individual 

the opportunity to use the infrastructure and advisory 

assistance from BPMB and other govern~ent agencies to expand his 

manufacturing operations and upgrade his technical capabiities. 

3.2. Rationale for Supporting the SSis via the Scheme 

The fact that BPMB is a wholly-owned government bank indicates 

that the establishment of the scheme is indeed an extention of 

the Malaysian Government's desire to 'modernise and rationalise' 

the SSis to complement other strategies that have been adopted. 

The increasing dominance of medium and large scale 

manufacturing enterprises tend to put the SSis at a great 

rtisadvantage in terms of their capacity expansion, market shares 

and access to credit facilities as well as govermnent incentives. 

The scheme is thus expected to negate or minimise these 

disadvantages and provide the necessary impetus for SS! 

modernization and rationalization. The image of the SSI as being 

disorgani~ed and inefficient could then be erased so that 

ultimately their role as provider of 'linkages' to the larg'-
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scale industries ~ould be enhanced. The establishement of these 

linkages is indeed an important aspect of future industrial 

development as emphasised in the Industrial Master Plan (1986-

1995) . 

More specifically, the scheme is expected the provide the 

catalyst for the development of Bumiputra entrepreneurs in 

manufa~turing activities. This scheme, being small in terms of 
• 

the number of entrepreneurs involved, at the initial stage, will 

nevertheless complement other existing policies to assist the 

n .. miputra community to invoh1 e itself in the O\'rnership and 

management of industrial ventures. 

If the first scheme proves to be successful after considering the 

element of 'social costs', more of such schemes could be planned 

especially if existing problems could be identified and solved. 

After all this is part of the 'learning process' which would have 

a greater impact en Bumiputra entrepreneurs than it would h. ve 

been if such a scheme is not initiated at all by any government 

ager.cy. 

The 'learning process' may also be ideally enhanced by grouping 

together a number of small enterprises whose managers will 

interact positively and exchange experiences on matters relating 

to management, production know-how, marketing, servicing of 

machinery, dealings with suppliers etc. These are important 

arels ,that have to be learnt or experienced by each entrepreneur, 

sin,:e in most small manufacturing establishments, he is not only· 
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the sole owner of the enterprise and the major source of 

production know-how but he is also required to attend to all 

matters relating to the 'running· of the entEr~rise. 

Given that the Bumiputra comwunity has traditionally lagged 

behind the orher communities and is currently disadvantage~ in 

the commercial and industrial sectors, the establishment of the 

scheme is one of the many ex1sti~g programmes initiated ~Y 

government agencies to alleviate some of the main constraints 

that confront the Bumiputra business community. These include:-

(i] the shortage of well-designed and artl) located 

small factory premises. Those currently available 

are generally overpriced and the rental rates are 

normally proh~bitive as far as the small-scale 

e n t e r p r i s e s ( S SE s l a re c o n c e r n e d ; 

(ii) the lack of mana~erial expertise and technical know

how. The absence of a Bumiputra entrepreneurial 

class is indeed conspicuous; 

(iii) the lack of marketing expertise, contacts and cutlets; 

and 

(iv) the lack of business guidance and integrated financial 

assistance. 
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IV. THE SCHEMt' IN PENGKALAN CHEPA 

4.1 The Choice of Pengkalan Chcpa 

A number of reasons r!y be attribute~ to the choice of Pengkalan 

Chepa in the state of Kelantan as the site for launching the 

'nursery 0 actory scheme'. Firstly, there is already an existing 

industrial estate in Pengkalan Chepa catering for the 
• 

developmental needs of Kota Bharu. the state capital of Kelantan. 

The infrastructure facilities a re relatively 

establishec, including tne accessiblility to the airport 

facilities nearby. 

t x i s t i n g m a n u f a c t u r i n g f i r m s t h ,1 t h ,1 v c· a l r f' .1 d v h <' c· n c· <; t a h l i s h e c1 

may provide the necessary linkages to the proposed factory units 

in the scheme. The latter could be realised if proper planning 

could be done as regards the type of industries established in 

the scheme. This may take the form cf supplying inputs needed by 

the established factories or purchasing the latter's output for 

further processing or manufacturing within the scheme. 

Secondly, and perhaps more importantly, the state of Kelantan has 

been known to be a relatively active breeding ground for 

Bumiputra €ntrepreneurship in areas such as batik making, 

silvercrait, food processing and retail trade. !t is therefore 

imperative for the government to nurture this entrepreneur spirit 

awa~ from these relatively traditional activities into 

manufacturing. thus aligning such a target to the objectives of 
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the NEP. Related to this factor is the fact th~t Kelantan has a 

h i g h p e r c e n ta g e o f B u m i p u t r a p o I-' u 1 a t i o ri t h a t c v u l d p r- o v i de t he 

ma , · k e t f o r th e p r o du c t s o f t h e ' n u r s c r _. f a c t 0 i· :· s '- h C' iii t..· • 

Thirdly, the choice 01 the present site for the pilot project 

could also be·related to the need for Kota Bharu in particular 

(and Kelantan in general) to provide the cat~lyst for &urther 

industrial growth given that inter-regional disparities between 

the less developed states i n Malaysia 

( i .e.particularly the east coast states of Kelantan and 

Terengganul and the more developed statss in the west coast have 

become very apparent. 

Being sited near to the most populous urban centre in Kelantan, 

the success of Pengkalan Chepa in general as an industrial estate 

would certainly enhance employment OPIJOrtunities in the area. The 

'nursery factory scheme', despite being relatively sr.iall in the 

number of enterprises promoted, at the initial stage, will 

nevertheless be an important element in the industrial 

development of Kelantan. 

4.2 Facilities in the Scheme 

The 'nursery factory scheme' is sited on a land area of 2.6 acres 

owned by BPMB in Phase II of the Pengkalan Chepa industrial 

estatt-. The scheme consists of 28 factory units with 3 types of 

bu i 1 di n g st r u c tu res des i g n e d to ca t er the v a ,. i e d needs of 
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different classes of entrepreneurs. The size of eacn type are 

as fol1.;ws:-

Type A 30 ' 60 ' (Terrace , 
~ Flocr-s ) ; uni ts x . .;. - . 

Type B 25' x . " . - t:rrace, l f - ~or I l .= u n 1 ts. 'h. \ 

Type c 20 I x ~CJ t ,- 1 uster, l F 1oor) 8 units 

Type A factory is supposed tc cater the needs of entrepreneurs 
• 

who are already in busines~ operating in 'backyard factories' but 

11e e ding more floor s;ace. Type B factory caters for the small 

entrepreneurs needing a medium-sized factory, while Type C 

factory caters for new entrepreneurs who are starting in a small 

way. 

Each factory unit is provided with basic utilities such as 

electricity, water and telephones. The latter facility has not 

been installed at this stage, although according to mosL 

entrepreneurs interviewed this facility is extremely essential. 

It was orginally proposed that 2 tc 3 factory units will be 

installed with appropriate machinery for com~on usage within the 

scheme, but this has not been implemented yet. (One unit is being 

utilised by the Scheme Manager and his staff for administrative 

purposes). 

4.3 Type of Industries Established 

Although it was originally planned that the scheme in Pengkalan 

Ch:~ pa should cater for the establishment 

18 
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industries (irrluding curry power, soya sauce, chili and tomato 

sauce, b~ver1~~s and refreshments, bakery, icecream, and biscuit 

making), at tie implementaticn stage other types cf manufacturing 

activitie~ ~-e also included. 

Among the latter are the making of plastic bottles. leather & 

canvas shoe uppers, soap powder packaging, wood carving, wooden 

furniture, batik dye, PVC a~d leather goods, cleansing 
• 

deterg;~ts, welding, aluminium and glass products. However, 

currently the m~)~rity of the enterprises in the scheme are 

inv0lv~d in food processing. Out of the fourteen who are still 

in ~reduction during the int~rview period, ten enterJrises (i .e 

71i} are related to the food processing industry. 

4.4 Selection of Participants and Projects 

A Selection Committee was formed within BPMB (with a 

representative of the Small Enterprise Division of the Ministry 

of Trade & Industry\ to select potential entrepreneurs wishing to 

participate i n the- scheme. r ntrepreneurs or· enterpri sc-s a re 

selected on the basis of their previous experience i n 

manufacturing activities (mostly involved i n food processing via 

the backyard type of industry activity) or that they have j IJ st 

started small businesses. The first category of entrepreneurs 

are selected not only on the basis of their 'L~chnical' 

background but also on the grounds that they can provide a 

'demonstration effect' on those newly established enterprises 

which are in need of management or ~J~keting cxp(ricncc. 
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Preference is given to entrepreneurs who are able to 

contribute at least lG of the project ccst (excluding land and 

building). For new projects the contriouti~n must be in cash and 

for existing ousinesses entering the scheme it can either be in 

cash or in any. other form ,;cceptable to the Select·ion Committee. 

Ir. the case of the pilot project in Pengkalan Chepa, this is in 
• 

fact a condition that has been im~osed on all the scheme 

participants. The rationale in imposing this condition is that 

it will elicit a firm commitment from every scheme participant. 

In line with this, he must be prepared to run the business on a 

fJll-time basis without involving himself in other ventures 

OJtside the scheme. 

Projects are chosen on the following criteria:-

(i) must be technic1 1 ly feasible, financially sound and 

economically viable in the context of the nursery 

factory scheme'; 

'.ii) total net assets or shareholder~,· fu!'1ds must not exceed 

$250,000; and 

(iii l total full-time paid employees must not exceed 25 

persons. 

In the case of criteria (i), it has largely become the 

r~sponsibility of BPMB to evaluate meticulously each of the 

participant's pro~osal in view of the latter ~ lack of financial 
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kn1wledge or experience in running a relatively modern type of 

business venture. 

4.S. Management of the Scheme 

BP~P is responsible for the impl~mentation and overall management 

of the scheme. This is the most crucial aspect of the scheme in 

view of it being a 'pilot project' and as such every aspect of 

its implementation has to be scrJtinised by the implementing 

body. Hence, for planning and policy formulation, a Management 

Committee was formed with the De~uty Chairman of BPMB, heading 

t h e c o mm i t t e e c o r.1 p r i s i n g a l 1 d e p a r-t m e n t a 1 h e a d s o f t h e 8 a n k a n d a 

representative of the Sf D of the Ministry of Trade and Ind~stry. 

The major functions of the mangement committee are as follows:

(i) to formulate policies relating to the scheme; 

(ii) to approve:-

( i i i ) 

- the es ta bl i shment of nevi schern!:·s 

- the appointment of the Sch0mf ~anager 

- the selection of scheme participants 

- the reallocatior1 of successful u:terµr-ises; and 

to ensure that each screme functions according 

to the prescribed concept and policies. This 

requires a continuous assessment of each scheme's 

performance. 

As far as the Pe~gkalan Chepa project is concer~l~. i t c: r:; ( i i i ) 
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seems to be the most important function given that 1t is a 'pilot 

p r o j e c t ' a n d i t s s u c c e s s o r o t h e r w i s e w i l 1 d i ,. e c t l y d e t e r r.i i n e th e 

f u t u r e r o l e o f t h e ' n u r s e r· y f a c t o ,- y s c h e m e :tis in this sense 

that the committee has tn assess the general pe~·fon1a 

participant in the scheme. This re~uires 

:e of every 

substantial 

'information fe"edback'; which is a cost to BPMB in terms of the 

need to station a scheme manager and his staff to fulfil 

role. 

To ensure effective planning and :;~on1tor1ng of th<:: :;cher:ie, 

th i s 

four 

internal departments of BPMB are djrectly involved in the 

implementation of the scheme. This also reflects the multifarious 

needs of the scheme participants arising from their own 

disadvantages. 

responsible 

While the r:.esearch & Development Division is 

for tne implementation and general 

hJS the dministration of the scheme, the Research Department 

following responsibilities:-

- to conduct studies to identify suitable locations, 

industries/project'., and entrepreneursiparticipar.ts; 

- to seek new rnar~et o~tlets 1n cocperaticn with Hesta 

Distributors Sdn. Cerhad (the mar~eting arm of BP~El 

and other govP.rnment agencies; 

to co-ordinate the activiti£·s of the various dep.:irtrnents 

involved in the implementation of the scheme; and 

- to carry out general administration of the scheme. 
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The responsibilities of the t ntrepreneuri al Development 

De~artment are as follows:-

- to conduct busine~s courses and arrange for on-the-job 

training fer particioants; and 

- to e~alDate loan applications under the scheme; 

The Property ~nit has the following responsibilities:-

- to acquire land and obtain all necessary approvals; 

- to liase with architects on factory dt:signs; 

- to dppaint and su~erv1se building contractors: 

- t o i n s t :1 l l e l e c t 1· i c i t -:: , w a t e r s u p p l y a r, d t e 1 e ~ h o n e s ; 
and 

- to maintain and upkeep the premises. 

Lastly, the Technical and c ngineering Department has 

following responsibilities:-

- to assist in the selection of technology, machinery 

and equipr.1ent; 

- to adv~se or. plant la1out; 

- to a s s i s t 1 n p r o d l· c t de v e 1 o ~· r.i 1:: n t a c t i v i t i e s : a ~-, d 

to offer otner technical a~d engineering services 

such as assistance in quality control, process 

improvement etc., to participants. 

the 

T he Scheme Ma nag er 'fl ho i s resp o s i b 1 c to th c 5. c n i c i· t·~ c1 nu g er of the • 

23 



Resea re h and Development Division is entrusted with the 

supervisory responsibility over all the scheme participants, 

ensuring that each of their manufacturing activity progresses in 

the right direction. Among his responsibilities are:-

(i) The general adiministration of the scheme, 

ensuring that all the facilities provided by BPMS 

are properly and efficiently utilized. He i s also 
• 

responsible for collection of monthly rentals for 

the factory premises; 

( i i ) To identify problems faced by. scheme participants 

and the nature of assistance they need; and to 

provide the link with all the departments in BPMB 

to ensure effective 'back-up' services; 

(iii) To assist scheme participants in obtaining licences, 

permits and other necessary approvals.Close working 

relationships with goverment agencies such as 

SIRIM, NPC, MARA. MARDI etc are to be fos':ered so 

that each scheme participant will obtain maximum 

a$sistance from such agencies; 

(iv) To advise scheme participants on various aspects of 

business management and to ensure that they have a 

good sense of book-keeping; 

{v) To assist in the marketing of goods produced in 

the scheme. To this effect, the assistance of 

Besta Distributors Sdn. Berhaj may be secured to assist" 
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scheme participants to obtain g~vernment contracts; and 

(vi) To initiate co-operation among the scheme 

participants in terms of collective endeavours inclu-

ding b~lk ~urchases of raw materials, sharing of 

production and marketing facilities, collective 

marketing programmes. 

• 
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\'.THE PERFORMANCE OF EX!STrnG rnrRr'Ris:s r~; TH~ SCHtME 

Ttis section will a n a 1 j s e t ti e f i ~" c i '" ; s c. f th e s u r v e y a n d 

o b s e r v a t j o n s m a d e d u r 1 n g t h e s u r v c J' ~· c r i 0 Li e; n t h e e n t e r ~ r· i s e s 

(and entrepre_neurs) thilt 1-1cre ir o~·e:u.tion jr, thc> scheme. The 

objectives of the survey were: first, t0 µro~ide an overview of 

the status of these entrepreneurs; second, to identify the 
• • 

c o n s t r a i n t s o r p r o b l e rn s f a c e d b y e r1 t e r ~~ r e r. c u r :. ;;i a n a g i n g t h e s e 

enterpri.,es; and th i rd , t c f o nn: 1 ate ~ c 1 j c y n·.:: c.::: ~;end a ti o ~: s to 

enhance the i~portance of such a sche~c t0 assist the SS!s. 

5.1 General Observations 

The principal charact!.:ri:-,tics of trH: Lilt.L'l'f,il<t.::., 1n tile nurseq 

scheme arc shown in Table 5.1. Therl: we-rt::; cr.ti.:rprises either 

f u 1 1 y o r µ a r t i a i 1 y o µ e r a t i o n a l a s o f ;, i.J ~ L; s t l c, b l' • u f 1-1 ! , i c h l i u r 

6 r . 
.J ·- were involved in the food and food processing s (' c t o r 1·1 h i 1 c 

the rec:.:ii:,de:r 1-1ere in tr',(.: non-focd s.;~)sectc.-s. 

tot z: 1 o f 1 5 1 j o b :., 1-1 i t h t h e t o t a 1 s J i i:: s v a 1 ,; t: e, f : 2 v :_• , U 1..: C f o r 

t h e mo n th o f Au g u s t . A ::i o u t 6 2 ,: o f t t·, r.: j o ti s c. r c: a t e d w c· r· l' i n t h e 

food processing sector and they acc.ountc:d for t," cf the te;ta1 

s a 1 e s v a i u e . T h e: n C· n - f o o d s u b s l: c t e: r s c o r~ :. : i t L; i. >:· c1 .5 :. c f cc t <:: 1 

Pmployment within the: scheme and Jl 0 f th t· t C'· t ,1 1 s a ; t: ;. v : l u e . 

3 5. j, 

1 7 . G 
. . . 
~ \·I t · t · r ! .: • • • , 

b (.: 1 c Yi $ s I li J u . 



enterprise employed an average of 9 employees. 

During the survey period, 3 enterprises were not in operation 

while 5 had either been inoperational or phased out of the 

scheme. Thus in the 20-month period since the scheme was launced 

in Pengkalan Chepa, the scheme suffered a mortality rate of 2oi. 

Disagreement among business partners, financial mismanagement, 
• 

lack of cost control resulting in the dwindling of working 

capital, and inability to expand their product markets were among 

the major factors causing some of these enterprises to become 

inactive. 

Approximately 66.67t of the entrepreneurs surveyed have not 

undergone any formal training in business. The percentage for 

this group of entrepreneurs is higher in the non-food subsectors 

compared to that of the food processing sector. Most of the 

entrepreneurs operated their enterprises on the basis of 

accumulated business experience and personal observations. 

Slightly more than 66~ of the entrepreneurs considered previous 

business ex~erience as being the main reason for selecting 

spe~ific product lines, while 27.7i felt that better income, 

encouragement by family members, and aspiration to become 

entrepreneurs seemed to be the motivating factors (See 

Table 5.2). Nearly all the entrepreneurs have been directly 

invoJved in some for.m of planning before entering the scheme. 
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5.2 Labour Profile 

The workforce of all enterprises in the scheme could be 

principally categorised as unskilled labour. comprising mainly 

of general workers, machine operators. drivers etc.(See 

Table 5.3). This is to be ~xpected given that the industries 

established in the scheme, being small enterprises, are neither 
• 

technologically sophisticated nor do they require highly skilled 

manpower. Nearly all the wcrkers came from the surrounding areas 

of Pengkalan Chepa and Kota Bharu. 

Generally, the enterpreneurs did not have any difficulty in 

getting workers for all the simpler production processes given 

th? relatively high levels of unemployment in the vicinity and 

th~ preponderence of young school leavers. However, obtaining 

skilled labour was considered to be a more difficult problem 

since such labour t~nded to work in established and larger 

en erprises which provide superior wage structures and other 

so~ial benefits. 

Rewards and compensation schemes for the workers in the scheme 

roughly reflected the opportunity costs of labour in the 

surrounding areas. However, these schemes seem to lack the 

incentive and attraction needed to minimise 1abour turnover. 

Extra benefits and incentives were only provided by a small 

numb~r of enterprises; i.e., less then l(.; . 
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Although two entrepreneurs expressed the wish to train their 

~orkers, the majority considered employee training unnecessary 

and a waste of scarce resources and felt that whatever skills are 

required could be obtained through on-the-job training. This 

again arises from the fact that most of the enterprises in the 

scheme, especia11y during the initial stages of production, did 

not really require a highly trained workforce . 

• 

5.3 Sources of Input! 

The majority of the entrepreneurs. i.e .. 60 , obtained their raw 

materials from Kota Bhdru (See Table 5.4). SJ·.. of the 

enterpreneurs depended on local distributors for the supply of 

raw materials and purchases were normally done on a cash basis. 

Ver; few contractual arrangements were used in the procurement of 

raw materials. Some of the entrepreneurs had difficulties in 

getting supplies of raw materials. This is particularly 

obs~rvable in cases where such supplies were obtainable on a cash 

basis. 

If supplies were readily available, parti(ularly for the food 

pro:essing enterprises, the small size of their enterprises 

-seemed to be a constraint as this could certainly limit their 

capacity to take advantage of bulk purchasing. Consequently, 

procuring rJw materials on this basis meant that each enterprise 

would have to bear the high costs per unit of raw material 

purchased. 
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The absence of joint procurement arrangements among the 

entrepreneurs i~ the schem~ also preventec them from bulk 

purchasing. The major problems faced by the entrepreneurs in 

terms of raw material procurement were:-

i) Inavailability of credit. 

ii l The supplies of raw materials were not available when 
• 

needed. 

iii) Distance from suppliers, especially for inputs required 

from outside the state of Kelantan (See Table 5.5). 

5.': Marketing 

A major proportion of the products processed or manufactured in 

th£ scheme were sold within the surrounding areas, mainly in the 

Kota Bharu district (See Table 5.6i. Some of the products a 1 so 

found their way to ether districts and neighbouring states, but 

the percentage was relatively small. In addition the government 

~ector absorbed about 31 of the sale value fnr the month of 

Augest. The majority of the enterprises ~rovided their own means 

of transport to market their products, although according to most 

of the entrepreneurs interviewed, this seemed to be a waste of 

resources that could be collectively utilised. 

Product promotion was done by "personal contact" between 

indiv1dual entrepreneurs and buyers, hiring of salesmen, and by 

appointing sales agents, in that order of im~ortance. Those 
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enterprises 

competition, 

with 

( i . e. 

marketing problems indicated that intense 

33.3 of them) and lack of product e1posure 

(20.0;) were the most serious constraints in expanding their 

market shares (See Table 5.7). 

Competition in tne sale of food products such as chili and tomato 

s a u r: e , b a k e r y p r o d u c t.s a n d s p i c e s w a s c o n s i d e re d s t i ff , 

ind~cating that the market for tnese products are almost 

satJrated. A major problem faced by most entrepreneurs was 

rel2ted to 1he distribution line of their products to the final 

con' um er s . However , those enter pr i·s es w hi ch had secured 

govtrnment's contracts had an advantage in this respect. 

Tho~ e 

market 

enterprises which had to sell their products in the 

have to rely on the small number of wholesalers 

open 

and 

retailers to expose their products. Many of these retailers, 

however, operate on a small scale and in less strategic areas to 

allow for vigorous product turnover. The over-dependence of the 

entrepreneurs on the small number of local retailers could thus 

limit their capacity to expand in the future. 

5.5 Financial Aspect 

5. 5. l Owner's c qui ty 

Thirty -three 

equity below 

sche;ne,while 

percent of the entrepreneurs recorded 

Sl00,000 at the start of their activities 

40 of the entreprenuers registered owner's 

31 

owner's 

in the 

equity 



--1'::---- ----------- ------·----------

above S25,000. These entrepreneurs were selected by BPMB to 

participate in the scheme chiefly because of their past 

expPrience in processing or manufacturing activities and thus 

wer.• encouraged to relocate their production facilities 

(previously considered as backyard factories} in the scheme, thus 

capitalizing ass~ts which they previously owned. 

At the same time, BPMB required that egtrepreneurs contribute at 

least 10:-, of the initial capital. The majority or 66.7- of the 

enterprises were set up with an initial capital of under SS0,000 

when they started i n the scheme ( See .T ab 1 e 5 . 8 ) • T hes e \t.' ere 

mainly loans from BPMB. However, 2 3 · o f t h e e n t r e p ,- e n e u r s we re 

unable to obtain the bank's approval for the total amount of 

loans applied, and this, according to the~. had directly 

influenced their choice of machinery and equipment purchased for 

their respect)ve production facilities. 

5.5.2 Working Capital 

The majority of the entrepreneurs. (i.e 7lJ of them) rel:ed 

almost exclusively on BPMB for their source of working ca:cital. 

Inadequate working capital seemc~ to be a major problem, 

particularly prevalent in the food µrecessing enter~rises. Among 

the main factors attributed to this problem were: 

i. Limited rr:arket, thu~ resulting in either low or 

negative profits being ploughed back as working 

capital; 

i i . !nadE":quate financial m3nagemcnt. thus re:,L•ltir.g 
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in cost escalation; 

iii. Entrepreneurs had little sa ... ings of their own and 

could not rely on other informal sources of 

savings; and 

iv. High credit e~posure. High proportion of the 

sales w"as done on credit te.-rms. thus tying 

down working capital. 

• 

5.5.3 Terms and Conditions of BPMB Loans 

The average size of loans for initial capital obtained from BPMR 

by each entrepreneur was $39.000 and 8.31 of the cnterpreneurs 

took up loans of more than 5100,000. In most cases. BPMB 

required that the loan be secured by coilatera1. normally a piece 

of land. In addition, all machinery or capital equipment 

acquired through the loan were charged to BPMB. The repaywent 

period on the loan was five years with a one-year grace period. 

The interest rates charged to the enterpreneurs were slightly 

below the market rate, thit is, between 8 -9 . An 8 rate was 

impos~d on those entrepreneurs joining the scheme before it was 

funde. by loans from the: worlc Bank. 

5.6 P·oduction and Technical Aspects 

Severil production and technical inadequacies were identified and 

these were mainly problems related to the scale of the operation. 

Since these enterprises were by definition small in terms of 

their production capacity and capital utilizatio;., such 

enterprises did not have the capacity to maximise economies of 
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scale in areas such as the procurement of raw 

production levels and distribution of their products. Although 

joint procurement and marketing arrangements can alleviate the 

problems associated with the small scale of operations, ~~c. 

arrangements were almost absent or pocr1y orga~ised among the 

enterpreneurs in the scheme. 

Most of the entrepreneurs seemed to be aware of the need to have 

quality control since thi; was, considered an important 

determinant in influencing their market ;hares or competitiveness 

in the market place. However, proper quality control practices 

were sometimes hampered by the gen~ral 1ack of technical 

kr.owledge. Lack of quality control was observed to be more 

prevalent among the food processing enter~rises as reflected by 

the high percentage of products being returned. 

A more serious problem faced by most enterpreneurs in produ~tion 

was inadequate technical knowledge, particularly in the process 

of selecting the major parts of machinery or equipment used in 

U-,eir factory sites. :n most cases, both Mf..RuI \Malaysian 

Agricultural Research and Development Institute) and SIRIM (The 

Standards and Industrial Research Institute of Malaysia) were 

consulted only after the equipment or machin~ry were purchased. 

Sixty percent of the enterpreneurs indicated that technical 

problems associated with the purchase and usage of machinery were 

the major problems constraining their production (See Table 5.9). 
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In addition, the lack of technical knowledge and about 

their equipment and machinery in general reduced their ability to 

de~ect slight defects in. time before major breakdowns occur. 

Th~ latter had. in most cases, made prod~ction stoppages more 

frLquent and thus prolonging the learning period by which 

e n · re p re n e u rs c o u l d a c h i e v e a r. . n i rn um 1 e v e 1 o f e f f i c i e n c y u n d e r 

morlern factory conditions. The absence of a reliable engineering 

facility within the Pengkalan Chepa industrial estate and Kota 
• 

Bh~ru area to cater the needs of the scheme pdrticipants ~as an 

adc:itional constraint in this respect. 

Almost a third of the enterpreneurs indicated that the lac~ of 

technical support by government agencies was a major problem 

faced in terms of achieving production efficiency. The 

inavailability of skilled labour and high input costs were also 

mentioned by scme enterpreneurs as significant factors affecting 

their production. However, these latter problems were not 

considered too serious and were thought to be within contrul. 

5.7 lnfrastucture Facilities 

I n g e n e r a 1 , i n f r a s t r u c t u r e f a c i 1 i t i c s <, L: c h a s t h r: r o a d s y s t c 1;1 , 

water supply, electricity and factory space were adequately 

provided for within the scheme. Although some entrepreneurs, 

(36 of them) would like the rental fels of the fa:tories to be 

lowered, the rates were relativeiy lower compared to rentals of 

s h o p , s p a c e o r f a c t o r y s p a c e w i t h i n t h e s u r· r o u n d i n g a r e a . 



·_,,_ 

Telephone facilities were as yet to be installed in every factory 

unit, although this facility was made available at the Scheme 

Manager's office. Without exception, all the enterpreneurs 

considered the te1ephone to be essential in the operation of 

their businesses. 

36 



VI. POLICY RECOMMENDATIONS 

The Nursery Factory Scheme in Pengkalan Chepa provides an 

important element in the sovernment's overall strategy to develop 

Bumiputra entrepre~eurship and to increase productive employment 

and incomes of poor households together with regional industrial 

dispersal to achieve a better utilization of the country's 

resources. • 

Although the small-scale entrepreneurs selected to participate in 

this scheme are presently provided w4th a number of support 

services mainly through BPMB and other government agencies. the 

survey findings indicate that there are numerous areas which 

could be strengthened and improved in the implementation of the 

present nursery scheme as well as in the context of other similar 

schemes ir the near future. More importantly, appropriate 

conditions and a better business environment could ~e provided so 

as to enable them to compete successfully within t~eir chosen 

manufacturing activity. 

Ha1ing identified tht .major constraints and general proDlems 

fa~ed by the entrepreneurs in this 'pilot scheme', it is crucial 

th1t the effectiveness of the support services be further 

enhanced and some form of co-operative efforts among the 

en·repreneurs be fostered to improve their future performance. 

Ar~as requiring immediate attention are marketing, raw material , 

prJcurement, financial and technical services. 
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6.1 Marketing 

f ntreprenr:urs i n tr.e 

outlets: Government 

s c h e m e r e 1 i e d p r i m a ,- ~ 1 :" o n 

a r ,, 

"" s e m i - g o v i: r n r.1 t. n t s (· c: t l' 1· s . 2: ST A 

distribution network (i.e. a marketing company established by 

BPMB) and the local open market. Although a number- of 

entrepreneurs managed to secure contractual a r r li n g e 1:1 c: n t s w i th 

semi-government o r g a n i ;:_ a t i o ~i s such •as 

K:JLITKRAF etc. , to sell tr•eir o;-oducts, the pot~r.tiai of this 

ma·ket is :.; ti 11 not full'. taken advantage cf by the 

en· repreneurs. 

va ied and cumbe~some procedures relating 

pr,curement. 

Al1'1ough preferences were generally given to Bumiputrei suppliers, 

it was difficult for some entreprer.eurs in thl sche;~·ie to bid for 

government contracts particularly when the l a ,. g l· r and more 

es ~ a ~J 1 i she C 8 ~mi p J tr a co r.1 ~·a n i cs v: c· re .:! 1 so L i :id ~ n i::: 

contracts. ; n c a s c s w h e r· (· t h e l a r g e r L' n t c r ~ 1 t s L· ~. 

s ·~ n e: m 0 ,., 0 r (· s u ·- c c- ::~ ~. f u i i ~·. ·~i ·- t :. i n ~l g c v t ~, n :~: c :1 t ; "!" 

' '· ; ' ~ .. L ', ' '! '. 

:.ieneficia1 t 0 i ,.,, s t i t u t e a ;;1 c ·~ t; a r, i ~~ r:: s c t r~ ,_: t s fJ (.'I~ i L: ! 

linkilge:; could be est3~:lisr~cd between u~('O:,(.; t.:ntr·~·;ric.t·'., a:,d t ~: c 

i n th E: and this for 

c0~tractinJ arrangements. 

\..' i tr1 • r e s p P c t t o ma r k r t i n g . i t i s t h c r· (' i '-' u r i · _ u ;r1 r.;' · n r1 · · ~ ~ h a t : . 

J <1 t t; l ' 1 fl '.i 



network on potential contractual arrangements between the 

entrepreneur-s g o v c· r· r. n: e r. t 0 .-

t t~ a t : h 0 ;; an a g Er· rn us t 

increase his staff t:sp:c~c:ll: t i· ,: i r. P d 

in tr.is area. 

At the same t i n: t- s u ch i n f -:: r'i:' c: t ~ or, n1;.; s t c' t: (:f t e (, t i v e l y 

di ss:mi natec! to 

training, worksho~s or advisoYy service. These training 

schemes works~c~,s a ~ r " 
I ~ .' 

inforn;ati·:'n 

tender s y st e ~; . sour· c L· s of i ;· f c: r c, :! ti c, n €· t c . 

ii . S OITIL form of f i s cal in(entives " f c i· mu l a t e d 

p a r t i L u l <i 1· l y f i rm s 

to s E- e k 1in"s with t h e e c o n o 1;1 i c a 1 I . s ma l l 

e n t e r ~· r· i s e s 1 n s c r. c 1:; c (· i t ~ e r· i n 

serni-~roccssed ~atcrials needLd by the latter Lr· 1n getting 

c e r ta i n c om p one n t ;:: a r t :, f r Gm t 1"1 -:- ;;·, to he u s e c i ~, t he 1 a r gt: r 

f i !' f.1 S ' [I r (l cJ l; : t S . 

! n f c) C t t h (: S l; ( C t: ~ ~ 0 f t r; i <, f 0 r· 111 G f S ~ l• - C 0 r, t '.. a _ t i r, S ~' (: t \·I ( (· n 

the t ~ I -. 

we l i documented. A good exam~· l e of th i s i n t ~ ,. ~· c f; c ;n ( 

a r· e l a t i v e l y s u c ;:, P s s f u l f i r f'1 p r o d ~J c i n g 1 e a t r, c· r· ,1 n 'i c a r ... ; CJ s s 
~· 

shoe u ;.i per s to s u ~ ~· 1 y th r: l J r g c r sh o €· m J n L• f ,: c. t .. r c ,. ~. cu t ~- i d c 

the scht:r:1e:. 

ii i . T ne government should review it~ 

t ti at m c re vie 1 g ht a ~l c ,_ C1 L. 1 rJ b c g i v c n to ::. :i: ,; 1 1 " ~ _, 1 c j, ,, 1;i i i l• tr <1 

; r 
..J } 
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enterprises. This would negate the numerous disadvantages 

t h a t s u c h e n t e r p r i s e s h a v e t o o v c· r c o 1;1 l· d u r· i n g t h e i n i t i a l 

stages of their o~erations. 

Another marketing channel that the food-based enterprises should 

explore ar2 the.1arge restaurants, hctels anc supermarket chains. 

However, better quality control is mast crucial if their products 

were to penetrate these potentially vast markets. With respect to 

q u a l i t y c o n t r o l i n g e n c- ~- a l , . . ' . . 
; t i s n· co rw en G c< tt1 at :-

i . The , f u. ,., . , r • 
lol1,.<1 ,:J.,. be enhanct:c to 

a s s i s t t h e e n t r e p r e n e u r s t o i m ~· r o v c· t t: e q u a l i t 1 o f t h e i r 

p r 0 d u (. t s 'rl h i l e a t t h (' s J Ill·: t i m (: J '- r1 i ~· \' i 'i g s 0 rn (- d (: g re e 

Of ~)t~<...i(1~;r..:t Stt.!'1 !,ir·{~: ~·,it.~ (~r;. 

ii Vigorous pro~ctiGn efforts shoul~ also be undertaken en 

collective basis 1-;ith the support cf all enterpi·ise~. in 

th e: s c h em e a ~- d e: n c o u r a g e r,1 c n t f r o r.1 th c -:, c r· e ri e m .1 ri a g e: 1· • : n 

t o h c- l ~; µ a y t r, c :.. o <, t o f p r u r.; 0 t i o r: a r; c'. t h e b '' l i! n L t • r· o ~· 1 d 

( () 1 ~ t I_ t (; (~ '· ' , ~-- I ,_. ; · r. t. ' • '' : ~. . ~ ; ' . '. ~ l . : ' 

media dS well a s i m p 1 o v e m e ri t i n t r: e r a '- •• a g i n ~ c 1 

products t0 suit consumers tast0s. 

i i i 8PM~ through its rJistrit:ution nc·tlfiC·rk. s r~ ._; u I rl 

gather marKct i~fcrmation, :.. d r 1· _,- cut 

ma r k et s tu d i c· s t .: n e 1 p e 1 r· i: n ( th c· m 2 .- ~- e t_ • r_· '"· ~· (' C i a 1 1 ':: f (, r· 

1 s int.f:nsc 
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competition. 

i v . Ano the !" ;1 o tent i a 1 t! r (· c f c1 r "' c:: r '· c t 0 • r ,: •1 '· i :.: r v.' hi c r. ha s not 

b e e n f u l l .Y e x ~ 1 o r e d b y e ·: t ( ! ~ 1· i s e ::, i r. t •1 c s c h r.: m e i s 

o 11 e r s c a s m a r k e t s • T h e m a J o ,. i t .Y o f t h e e n t e r p r i s e s a r e 

l 
t 

present]y not in a position to d0 so given their 

difficulties even in penetrating the domestic market. 

t 
However, in the lcng term, the assistance of BESTA could 

be sou gr, t i n th i s re: s ~, e c t . w i th s ~ f c 1 .:i l at ten t i on g i v en 

to neighbouring f'..sean c.our.tries and the: Miridle ~ast. 

6.2 Procuremen~ of Raw ~aterials 

The problems faced by entrepreneurs in terms of raw material 

procurement are the lack of cred1t facilities, high in~ut costs 

and irregular delivery. In this regard, it is recommended that: 

i. The entrepreneurs shou~d improve their relationships with 

th e i r e x i s t i n g s u p p 1 i e r s a r, d a t t h ~- s i3 "' c t i n~ c f ~ r. n 

a 1 t e r n a ti v e s o ~j r c es o f ::, ~; f' p : i (' '.. i n c ,- de ,. tr, r c· d ~. ~ ·~ t i·· ·• i )' 

dependency on any part~cular 
, . supp11r.:r. 'he entrc;--rent:·_. ·c 

th E: ~,up;:-, 1 i t: rs to c n s u ,. e the '' v a i 1 a r' i 1 i ~ :· , , t' ,: ,.; ~: .: •_ c : ; :: ~ ~ 

when n(:edcd. 

i i T he: s c h c 111 c 111 an a g er sh o:.; 1 c1 c n c o u r ci s e: ll r; ('. t a c i 1 i t :] t c c l' 

o p e r a t i v e e t f o r t s a 111 o n g e n t r e p r e n r u r ~. i n t h (' s c. h c 1;~ c· i '' 

t e r m s o f j o i n t p r o c. u r c 11: e n t o f r d .,., m .-. t t: ' i i: 1 :, :, c tt, 0 : tr; (;.:: 

may c·njuJ 1 f: i ~. w; 1 1 
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also maximise the utilization of transport facilities 

that a r E: av a i 1 d t) i c a 1;~ c n g th c l n t ). c ~· rt- ·1 c ·~ 1· s w h ~ 1 c re ct _. c i n q 

th e ;: r o b a b i l i t y o f e J. c h e n t ,- l: ;:- 1· c ·~ e: 1_; 1· cl u y i rq h i s ow n 

transport. 

iii. BPMB s~ould negotiate with government age~cies supµlying 

raw materials such as PERNAS to prcvidc the entrepreneurs 

with credit facilities, 
especially for those who have to 

rely on the open market fer their sales. 

6.1 Financial Aspect 

1 r. ·:: s u r v e y o b s e r v e d t h a t "' o r e t h a n 5 C u f t r. c e n t r e r 1 e n e ci r s i n 

the scheme had difficulties in servicing their 1oans and had 

inadequate working capital. 
T he s e e n t l r p rt: n e u r s e '· ~' e 1· i e n c e d 

cash - f 1 ow pro h 1 ems be c il use of poor p e rf or r.·: Jn c e i n t er Iii s of s a 1 es 

in tr·,e ecrly stases .::c.:cif,1ec'. with high crr:dit C\pc
0

,L;rt. 
:n mo~,t 

ca s c s 

c il sh ti il ~, i s w h i 1 c t n e i 1· pr· o ducts we r r.· d i s tr i but l' n o 1· ;:. ~· 1 d or: 

creclit. 

two to three ~0nths for th~ir cash, 

capital. 

lo minimise this ~rohle~. 
i n t r c. G ~1 c e: d t ?1 c u s ~_, rr f 

r e v o 1 .v i n g f \; n d s a n d f a c t o r i n g f a c i 1 i t 1 e '" . 
A 1 t. 11 v u j L t h c· ,. 0 v o 1 v i n g 

f u n d s h a d b e e n e f f e c. t i v c- 1 y u t i 1 i z (· ct • t r; L 

ii.ti T ,' 

f c u r1 d t r1 c a 1:: c u n t to t> e: i r; a :l e -:; u a t e . 



f~cility, its use was only limited to a small number of 

e•:trepreneurs and this facility is preser.tly under review as 

tt.ere were delays in pa_,·ments on the :;ills. 

T « help a1leviate the financial c0nstraints faced by the 

entrepreneurs, it is recommended that BP~S should consider 

I 
relaxing the terms and conditions 0f the loans: 

i. Lcngtheni ng of the grace ~erio~. 7he bank should 

cons i de r l en g the r. i n g the grace: p e 1· i o d f ··om the preser.t 

l one year to a ~eriod cf three ye:ars before the 

enterpreneurs are required to pa; tr:ei r loans. Since 

g r a c e p e r i o d s a r e g e i1 e r a 1 1 y g 1 v e n t o 1 a r· ; e f i rm s , s m a l l e r 

f i rm s w o u 1 d n e c d the gr Jc e ~ e 1· i o d s c· v c ~1 I'! e; re . This will 

t also give the enterpreneurs sufficient time to adjust to 
! 

I 
their new environment and ta cvcrcomc othe:r pressing 

o~erational problems. 

,• i i . c; !. a 0 ,,; c, ~ ~ j ~; r o s r e s s i v e i n t (· r r:: s t r· a t L s : •· : . : t _, • · t • -:- ~ o b a n k 

s h C, u 1 d I~ C• r, :; i d [' r ~evying 

r a t. e s t r· u c t u r· c- i r. ~ t (·a :J 

r a t (' s h (; u 1 ci s : a rt a t L a n r'. s i' l! ::1" a ~ 1 ,I ~ ~' . r c :: ' ·~· ~ " c r t r1 e 

years. ihis 1-;i11 \, r: :', t r J i n ts 

f a c e d b y t h e e n t r c· p r e n c u r ~. f' r, : : v c i a l l ; d li '.. i r: ~; t r·, c· i n i t i a l 

years when re Li ti vcly rnon c !::i L:l , , •,(' 'i· r: ~r: ::romutl' 

their froducts and open ur nc~ ~ar~cts. 

' iii.Service:s of a r, a c c c, u n t s c ·1 c ·· ~ . 

t r a ; n i n g o r1 b o or, - k e c ~ i r; g :1 : , r'. s •. :. t. :· , , , " ', , '- . t _ c, t f i n a n c i a 1 
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6. 4 

managemer.t provided by BPMB most of the 

die n ,, + 
·,• L p ! .. G ~· f , .. : ... ·~ l .,, ..... their 

businesses. i f J ''0::: .: ' .. : ~ : a:, : '.: . cases 

tr.ese .... ~·:c.:r~~-

efficient r.:ar.c:;e;i1ent 

I t i s rec c m:i: t.- ~. c! e C th ct i r; ad~! i t 1 cir. t ~ ~ ~- J v : di n 9 tr· a i n i r. g 

in fin~ncia: basic 

accounting, 5PMS ;hould empl~: a fJll-ti~e JCCGJnts clerk 

fir.ar:~Z:: 

s (; 

~ !.: ~ .. c ,- t ..! • : - -

re:orGs. 

cr,oi u· of 

~ I .• 
'' t..: ~:. ·~· I ' 

s r, · _; , 

a s t :J i :: ~ u l c c : t.- a :o: : ·-. ; t ~. _ 

ll l 1 th(.• 

0th Cr· 

J v 2 i 1 a ~1 1 e 

the 

I ' ' ,! r~ 

enterprise. part i\..~ l ar-1)' , n ' . 
"I 

a ~ p (· C t S h C; Li 1 C t.• t: , .. ~ •' C :1 

tr, e: planning 

. 
" 

. . 
\;I 

... r ·~ 0 1. t 

sim~ :ar 

,..f ~- i r· -
• '-' '•' '.:.i 

1 r. f .. '.. " ~- l' . 

• . • . '!' _. " •.: 

··· rcr;r-:;rs 
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in selecti~g the appropriate machinery and the equipment. 

11. A Technical Adviser sh0uld be plilccd at the scheme for 

a pericd cf betwc~n six to twelve months: and his 

·-"~4i! 
functions a..n to pr·ovide technical advice and knowhow to 

entrepreneurs and to famil~arise them with the technical 

aspects of the machinery and the production processes. 

The Tecr.nical Adviser sho~ld also ensure that the 

machinery is properly installed, ar:d supervise trial-runs 

so that a~i technical defects ca~ q~ickl; be identified. 

i i i . C 1 o s e 1 i a i s o n s h o u 1 d b e m a i n t a i n e d '' i t h M /, R u i , S i R l M , a n d 

FRIM to ensure that the entre~reneurs keep proper 

s c h e d u 1 i ri g a n d 111 o i n t e n a n c e 'vi o r i.. s c r~ t ti e i r c q u i p m c n t a n d 

machinery. Regular visits by represe~tatives from these 

agencies are necessary. 

iv. The entrepreneurs should be made aware of the importance 

of ri ' :-. i ; • 
"l lo~ 1 I '-} cor:tro1. 

i'J s s i s t a r: c c o f r·:;.. R D ; • s; P.: i·'.. drl 

i mp or tar, t !" o 1 e i n t •, i s r· (: s p (· c t . 

prograr1mes cmpriasising the varicus aspects of quality 

control should he regularly orgar,ised for the 

entre~reneurs in the sch(:me. 

v. Since ~ost entrcpr(:ncurs f o u n d i t u n e c o n on: i c to sc·nd 

th e i r e mp l o y e e s f o r t r a i n i n :J o n a n i r, rJ i v i d u a l b a s i s , t h e 

s c h (;me rr. a :-i a g (: r s h 0 u 1 cl o r g a n i ~, e t 1· c i r i ·~ 'J ~ ,. CJ g r a mm E :. f o 1· 

t r1 (' d i f f ( r L' n t C a t L' g :; r i C ~, C f t f' c 1 il ::, C· ~ 1· f "r i.. C S c; C r1 a :. 
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supervisors. machine operators. etc .• and a minimum 

charge could be imposed on the entrepreneurs. 

6. :, Potential App 1 i cation o f_~h_e ~~:.; r:_s_.__._!j~_c._t_o ,-~._Scheme 

To t nhance the SSI s 

Th~ experience gained from the existing nursery scheme in 
• 

P e , , g k a l a n C h e p a c a n be u t i I i s e d t• y ~' o 1 i c} i:; a k e r s ( r, a r t i c. u l a r 1 y f 
i 

i BP'~B and related governmer1t agencies; tc_, upgr-ildc tt:i:: efficiency ! 

' 
of the scheme in areas such as the administrative machinery 

witr.in the scheme, the crganisational er institutior.a1 set-up and 

supportive services needed by the participating 

entrepreneurs. This is to ensure that the desired objectives of 

establishing the scheme are effective~y achieved as this is 

p a r t i c u 1 a r l y s i g n i f i c a n t s h o u 1 d a s i m i 1 a r s c h e r:1 e i s p 1 a n n e d i n 

other a re as. 

In view of the uncrganised nature a~d th0 linited seal~ of 

operatio:-1s, the SSis are usually unable to enjo:. the e~onomie:s of 

s c a 1 e 1 n t e rm s o f ~· r c d u c t ~ c r • r· d vi •:; a t c r i J ; ~· i- ~ ,_ " r· .: ;;: ~· r. ~- • r.~ c: ,- I( c t i n g 

a n d s u p p o r t i v e s c- r- v i c e s . T ~' e e 5 t a b 1 i s h r:1 e n t 0 t a r, y i •: : '- ::; ,. ,, t t: d a n d 

systematic mini-industrial e 5 t il t c f u r th L' S :;. : ~. s i r;1 i 1 a :· t c1 t he 

s c h em e a t P c n g k il 1 a n C h e p a c a n t h c, r c f o ,. c e r, h a n c C' t h (- c c n t r· i b u t i o n 

m ii d c- by s u c h r· n t e r p r· i s e s c s ~· c c i a 1 ~ J i n t e rm s C' f 
t_ r, (· c o u n t r· y ' s 

industrial development as envisage~ by the : r 1 c! ~, .-, t. , 4 

; a l 

P 1 an. • 
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Although this particular scheme for srnall-sc~le enterprises can 

greatly enhance the integrated develcpemnt cf these enterprises. 

certain conditiors a~d crganisati~na1 arra~;e~ents shoul~ ':~rt 

be established if it is to achiev( t~r d(~~red res~lts. 

f T he s e c on d i t i on s an d o r g a n i s a t i on a 1 a r· r a n gem e n t s a re h i g h i i g h t e 1 

I 
t 
! 

as follows:-

i. Each scheme should be rnagaged by a service delivery 

a g e n c y w h i c ti w i 1 1 bl: r c :, p c n s i D 1 e ~ ~, p r 0 v i d i r. g a av 1 s o r-y 

• ,~ _") .: r ; n ,, 
~' ~· , r i , , ' ~ • f i n ll r. ,_ i r. 9 a ri d 

even marketing functions. The agency shou l :J wcrk i n 

collaboration with other government agencies to enhance 

the role of the SSis. 

ii. Common facilities such as storage facilities, showrooms. 

recreational space or social amenities. canteens. etc. 

should be made available within thf scherae. These 

facilities will not orly help econo~ise space. but it car 

a l S 0 h e l p f 0 S t (: r C 0 Q ~: e r a t i V (: a t t i t_ •• C '.· '; J rr: C r. :; t_ n f i ~ ~ C· u r 

t (; 1· c e a n d rn a n a g e ::~ e n t a 1 i k e . in addition, ctht:r t.asic 

fl:cilities . . . 
~. ~ .:· '., : ~· l c 1 t J 

telephone shc~ld also be made availa~1e. 

~ii Wherever feasible, raw r..aterial procurement 3nd ccm~cn 

r.iarketing strategies should tH on a 

c. o l 1 e c t i v e b a s i s a li1 o n g th e: s c h e m E· p a 1· t i c i ~ a n t s • ; n 

addition, j0int-product promotion s~rjld ~e carried out 

and ~his is to be finar.,:ed partly b, t r e t :·, : r e p r e r~ e u r s 

47 



and part1y by the service delivering agency. 

iv. A Technical Adviser should be placed at the schene at 

1 t: i\ S t G :..; r i r. g t h e f i f :, t J ( ti r- G f i t "- C ; ' ~· ,. '1 t i C r~ • 

v. Management and e r. t r e p re n e u i· i a I develo~ment training 

provided the scheme participants should be 
to 

supple~ented with practical on-the-job assignments so as 

to e n s u re th a t w h a t e v e 1· i s t a u g h t w i l l b e p u t i n t o 
• 

practice 1n their manufacturing activities. 

vi. Regular neetings between the schene ~anagrr and the 

entrepreneurs should be conducted to solve whatever 

problems that may arise and to help fester closer working 

relationships among the entrepreneurs. 

;ii. Adequate revolving fund and factoring facilities should 

be made avai1able to alleviate cashf1ow ;.;rotilems norrnal1y 

faced by the SS!s especially during the initial years of 

their O?~rations. 

viii. Government purchases are r o t e: n t i il l l y v a s t m a r ~- e: t i n g 

outlets fc.r tt1e ss:s 1:.,;.,lvc·d ir, tne: sc.t1c;··t. ~ni: is 

be:ca:.;se of governme:r.t rirrct involvement in the scheme 

through the role of El?MG whcse links witr1 other 

government agencies are rclativt.:ly eas~· to dc,ve:lo~. ln 

t h i s re s ~, e c t , substantial effcrts have b0en take1 to 

expand their markets in thl government sector. However, 

grad u a i p ha s i n g out of th(· gov e r nm er, t c on tr a c ts sh o i,; 1 d be 
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done until such time when the SSis in the scheme can 

compete comfortably in the open market. 

ix. !n cases where a similar scn~rne is to encourage the 

E st a b 1 i s h rn e n t o f f c, C· d p r c c E: s 5 i r: g S S ; = s • it is recommended 

th a t n o t mo re t h a n t w o f o o d e n t e r r· 1· i s e s p r· o ct u c i n g s i m i l a r 

food products should be sited within the same scheme. 

This is to avoid unnecessary competition among the 

participants. 

The experience of SSis in the Pengkalan Chepa nursery scheme 

revealed that sub-contracting, which provides linKs between small 

and large enterprises within the manufacturing industry, was 

almost absent. A number of factors could be attributed to this 

situation:-

i . th e re "'a :; a n il b s C' n c c o f u s c f u i i n f G r 1:1 il t i o n r;, :1 ,; c a v ,1 i l a :) 1 (· 

to the entrepreneurs in the scheme on the ~rospects c• 

sub-contractinj: 

1 1 • 1 il c k c f f i s c il i i n c l' n t i v f: s t t·, o t vi c ci i ti c: ~; L o u r a g r· 1 a ,. g c 

firms to seek links with srnal l er entcrpri scs; and 

iii. inavailability of institutiuns that ur1dertakes the 

promotion of sub-contracting. 

F 11 rt her-mo r c , g i v en the t; a c k ground of r;; o <, t Pr, tr e ~ rt r-, r· 1ir :. i n v o 1 v c: c1 
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in the scheme, their experience in manufacturing before entering 

·he scheme had generally been based on direct dealings with 

suppliers or middlemen in terms of raw material procurement and 

with consur.'.c-rs directly rather than thr-ct:gh supplying their 

processed products to other larger manufacturing enterprises. 

The concept of 'sub-contracting' 1s inevitably absent in their 

I day-to-day business plannir.g. An ad6iitional factor is the fact 

that r'.ota Bharu is yet to become an indJstriol centre as in •hp 

case of the ~elang Valley, Ipoh or Penang in the west coast 

states which could provide the neGessdry environment for 

increased sub-contracting or inter-industry linkages. 

However, sub-contracting can provide a new and important 

dimension for the planning strategies of small-scale industries. 

The strategies to be formulated should therefore encompass the 

n e 1~ d f o r i n c r e a s i n g t h e r o l e o f t h r s m a l l - s c a 1 e i n d u s t r i e s i n t h e 

co;ntry's industrial devC:lopment rather thiln narrcv;ly confining 

th· m to the needs of the scheme ~articipants cnly. 

It is thus recommended t~at: 

i. An effective and efficient information system must be 

instituted as a prerequisite to enhance sub-contracting 

I 
work among the SSis. An est.at•l i shment of a SU b-

contracting clearing house should be given high priority 

i n g o v e r nm e n t i n ct u s t r i a 1 p 1 a n n i n g . . A 1;1 c1 r: 'J c: t h e r ~> , th e 

f u n c; t ~ o n o f t h c c 1 c a r i n g h .J u ~. f" ~. h o u l rl b f : 

f 
l 5U 
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a. to collect information relating to 

the processed or manufactured 

capacity, marketing network and the fin~ci~l 

conditions of the selected sub-contractors; 

·' 
b. tu dessiminate the inforw.~tion to all 

c1ients locally and overseas; 

c. to ~rovide limited advisory services; 
• 

~- ~ J F ;· v vi de a one - stop agency for pros p e c ti v e 

~ r~ \' e : ~ o l .. s on the availability of locally 

r .. :::-:c:fL:L:i·2d component parts. 

ii. Fiscai ir.cer.t~ves to e.ncourage medium and large firms to 

seek l~r.ks w~th the SSls. To accelerate inter-industry 

linkages, particularly through sub-contracting, 

appropriate tax incentives should be formulated. One 

po~sib1e tax-incentive is to allow a certain percentage 

of tar. rebate, e.g. 5 per cent on the minimum value of 

sub-cl'ntr?.cti11; of inputs procured from the SS!s. This 

~ncentives should be implemented in tandem with the 

incentives for local-content program. 

iii. A joint working committee consisting of representatives 

froo MIDA, Small Enterprise Division of the Ministry of 

Trade and Industry, the service delivering agencies such 

as MARA, BPMB etc. an~ the representatives from the 

manufacturers should be established. 

T ht! f L' n c t i on s of t 11 i s c om m i t t e c includ£::.; 
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a. to identify problems faced by the ma1n contractors 

and the sub-contractors; 

b. to recommend to the government any changes in 

policies which coul~ promote the development of 

sub-contracting arangements between the large 

manufacturers and the SS!s. 

c • to determine the potential markets for the 
• 

component pJrts both locally and over~eas; and 

d • t o s t r e n g t h e n t h e c x i s t i n g l o c a 1 - c o n t c r 1 t p r· o g r a mm e • 

6.7 Concluding Remarks 

That the 'nursery factory sctiemc' was initiated at all as a pilot 

project in Pengkalan Chepa by the Malaysian Govcr~~e~t throu9h 

BPMS is commendable reflecting the government's desire to 

modernise- the small-scale sector of industr-: a~. Y>e:l: 

increase Gumiputra direct ;.:,articipation 1
.,. ,, the ~JnufJcturing 

SE·ctor. 

f.. s a p i l o t f: r· o j l· c t , 

rectified and improvea a~ set out in thL anLve 

Witn proper and detailed planning, (which is a 

the en or ma u s c a p i ta l o u t 1 a y s th a t are i n v o 1 v c d i n ~. ~; ·~ r· a scheme ) 

in areas such as marketing, raw mate r i e: ~ pro ( u re r,1 c n t . financia1 

manage:mcnt. 

B P r·: t; a n d r c 1 a t e: ct g c, v e: r n 1;1 c n t a J c n c i c :, • 

:: 'J 
JI 

c :. ; c 1_ i .: ·1 I .1 ri ~J r i ri ~I t. ti (' 

. ., 



initial years, individual enterpreneurs participating in the 

scheme would be able to "take-ff" more smooth1y. 

The prospects of emulating the pi1ot ~roject 1n ~engkalan Chepa 

to increase th e r o 1 e o f th e s n; a 1 1 - s c a : e f n t e , p r i s e s i n 

manufacturing and to enhance Bumiputra partici~ation in business 

and industry are potentia1ly viable given the µresent cornmitmert 

of BPMB and related government agencies to upgrade the 

performance of this scheme . 

... 

j 
c 
' 
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; 
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TABLE 5.1 

PRINCIPAL CHARACTERISTIC OF THE ENTE.RPRI5F WITHIN THE SCHEME 

1 Characteristic 
I 
i-_ __ _ 

Number cf Establishment 

Monthly Sales Value 

Number of t:mployment 

Monthly Sale per 
Establishment 

~mr1oyment per 
t stab 1 i sh men t 

Monthly Sales value 
exceeding Sl0,000 

Sales Value between 
S5,UGO-S10 ,000 

Sales Value less 
than S5,UOO 

Number of t ntrepreneur 
receiving forma1 
business training 

-
F co d t: nterpri 6es 

: 
I er I 't Numb 
I 
I 
I 

11 ' 

Sl39 

57 

s 12 

5. 

4 

3 

4 2J.5 

5 I 4 5. 5 i 

.._____ ------· -------· , _J I 
-----·-i - - ---------·-- --- -· 

I 
Non-food Enterpri&es 

I Number 
: 
l 

4 23.5 

0 

J 

To ta 1 

: 

Number 
I 
I 
I 
I 

17 

$200.000 

8 

i 
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TABLE' 5.2 

RtASOil FOR SE"LtCTING SPtCIFIC PRC'uUCT L!Nt 

Reason 

Previous Business f xperience 

, Better Income 

Aspiration to becom~ an 
t. ntrepreneur 

It. ncouragement by family 
members 

Others 

Percentage 

66./ 

6. 7 

6. 7 

6. 7 
I ' 

~--~---------------~--~---~--_______.,. 

TA8Lt 5.3 

LABOUR PROF llt 

·---------4-------··---- ---

(;ccl.lpJtiona1 categories und skills Percentage 

Mana9eri al 1C!.9U 

Clerical 5. 07 

Skills Worker l 7. 3 9 

Un-skilled 

Others l 0. 84 
________ __._ ____________ ·-·-_j 
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Sou re.es 

Kota Bharu 

Other districts 
in Kelantan 

Other states 

Import 

TABLE 5. 4 

SOURctSOF INPUT 

Percentage* Enterprises 

60.0 

• 
26. 6 

4 0 . () 

6. 7 

Per cent does not round up 100 because Entrepreneurs 
obtain their input from several sources 

TABLE 5. 5 

PROBLtM Rf LAT ING TO RAW-MATtRiAL SUPPLY 

Types of problem Percentages 
-- -----------------~---------- - ---- ---

Distance fr um the 
supp 1 i er· 13. 34 

Jn av a i 1 ab i l i ty of 
credit 13 . 3 4 

Irregular delivery 6. 6 7 

Others 33.30 

r~ ot facing any 
problem 33.35 

L__ ___________________________ --- ---~-----------·-- - ---·. ------ - ----------~ 
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TAB Lt 5. 6 

SALES DISTRIBUTION 

Sales 'estination Percentage of iales 

l. 

2 • 

3. 

4 . 

l. 

2. 

3 . 

4 . 

5. 

b. 

Kot a Bharu 

Other districts in 
Kelantan 

0 ther states 

Government sectcr-
l 
l 

36.26 

31. 28 

1. 58 

30.88 

L-----.-------·------~ 

TABLE 5.7 

PROBLFMS RtLATING TO MARKrTI~Vi OF PRODl!CT 

Type of probler.i 

Product cf 1ower 
qua1 ity 

Intensed competition 

Prices regarded too 
high by the consumer 

Lack of promotion and 
product exposure 

Shortage of salesmen 

Do not facing any 
problem 

I ~ 
Percer.tage/f.ntrepreneurs 

t. 70 

J 3. 3 3 

6. 7 0 

2 (.) . 0 () 

13. 3 3 

20.00 

--------------- ·----- ---·------------~ 
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TABLE 5.8 

S I Zf OF F I X f D AN 0 W 0 R K I NG CAP IT AL 

I Size of loan for initial capital Percentag~ of ~nterprites 
~~~~~~~~~~~~~~~~-,--~~~~~~~~~~~~~ 

i I Less S25,000 
i 

$25,000 to $50,000 

SS0,000 to $100,000 

Sl00,000 and above 

Means 538,975 

Size of loan for working 
capital 

Less 525,000 

S25,000 - 550,000 

Means 523,027 

Owner's equity 

Size of equity 

Below 510,000 

Sl0,000 - S25,000 

S25,000 - S50,000 

Above S50,0UO 

• 
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29.20 

37.50 

25.00 

8.31 

44.44 

55.56 

33. 3 3 

26. 6 7 

26.67 

13 . 3 j 
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TABLE 5. 9 

P R 0 BL E MS RE L AT I NG T 0 P R 0 DUCT I 0 N 

Types of problems 

High cost cf fnput 

Unsuitable of machinery 

Shorta~e of skill labour 

Lack of technical support 
from the government 
agencies 

Poor maintenance and 
repair service on 
machinery 

Other 

Percentage of tntrepreneurs 

59 

.. ----------~ 
6. 7 

60.0 

20.0 

2 6. 7 

13. 3 

6. 6 
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