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Abstract: The present study attempts to provide empirical evidence on the relationship between the four
facets of entrepreneurial supports and rural entrepreneurs business performance. The entrepreneurial
supports considered in the study are entrepreneurship training, marketing support, business networking,
and financial support. A survey among 183 rural entrepreneurs was carried out. Self-reported measures were
used to obtain data pertaining to government entrepreneurial initiatives and rural entrepreneurs’ business
performance. The multiple regression analysis was used to ascertain the proposed relationships and it was
found that all entrepreneurial initiatives such as entrepreneurship training, marketing support, business
networking and financial support were significantly related to business performance. Discussion on the
findings is highlighted, so as the implications for practice and future research. Towards the end, the paper
also highlights limitations of the study that could be taken into consideration by future scholars for further

empirical enrichment.
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1. Introduction

Small and medium enterprises (SMEs) are a primary engine of economic growth and a vital
contributor to the overall performance of the Malaysian economy. Despite of its economic potential,
rural micro enterprises have a number of constraints such as low level of productivity, inconsistent
supply of raw materials, low and inefficient production level, outdated processing method and
equipment, poor quality of food products and product packaging, poor hygiene and sanitary
practices, lack of product development and marketing strategy (Norhaziah & Mohd Noor, 2011).
Acknowledging the limitations faced by this group of entrepreneurs, various government initiatives
have been introduced to provide the necessary assistance for SMEs companies especially those

involved in rural business. For instance, some form of financial assistance for rural entrepreneurs is

Md Lazim Mohd Zin and Hadziroh Ibrahim, "The Influence of Entrepreneurial Supports on Business Performance among
Rural Entrepreneurs”, Annals of Contemporary Developments in Management & HR (ACDMHR), Print ISSN: 2632-7686, Online
ISSN: 2632-7694, pp. 31-41, Vol. 2, No. 1, 1st February 2020, Published by International Association of Educators and
Researchers (IAER), DOI: 10.33166/ACDMHR.2020.01.004, Available: http://acdmhr.theiaer.org/archive/v2/v2nl/p4.html.



http://acdmhr.theiaer.org/
http://www.theiaer.org/index.htm
http://www.theiaer.org/index.htm
mailto:lazim@uum.edu.my
mailto:hadziroh@uum.edu.my
mailto:lazim@uum.edu.my

ACDMHR 2020, Vol. 2, No. 1 32

given by the Malaysian government to enable them to purchase machines and equipment that would
help their business reach a maturity stage (Siwar et al., 1994). The following are other forms of support
programs initiated by the government to assist rural enterprises:

1. Rural Economy Funding Scheme (SPED) is a special funding for rural entrepreneurs to
purchase machines/equipment, procure raw materials, and renovate or upgrade the premise
of the business and industry.

2. Rural Transformation Centre (RTC) is a site to implement integrated initiatives, introduced
by the government under the National Blue Ocean Strategy 4 (NBOS4). These initiatives are
meant for rural enterprises located within the 100km radius of the RTC. For instance, in the
processing of agro-food products, rural entrepreneurs are supported in the development of
their products through branding, labeling, packaging and certification with the help of
various agencies, including the Federal Agricultural Marketing Authority (FAMA),
Malaysian Agricultural Research and Development Institute (MARDI) and Department of
Health.

3. Marketing of Bumiputera Entrepreneurs’ Products in Hypermarket Scheme has the aim to
help and introduce Bumiputera entrepreneurs’ products in hypermarkets. It also aims to
give an opportunity to Bumiputera entrepreneurs to sell and penetrate their products
nationally and internationally.

4. Glokal Entrepreneur Program is an approach adopted by the Ministry of Entrepreneurial
and Co-operative Development (MeCD) to develop more internationally recognised

entrepreneurs.

Entrepreneur business performance has been generally measured in economic or financial terms
such as return on assets, sales, profits, employees and survival rates, and non-pecuniary terms, such
as, customer satisfaction, personal development and personal achievement (Hyvonen, 2007; Teoh &
Chong, 2008; Radiah et al., 2009; Reijonen, 2008). In this study, we defined business performance in
terms of financial profit. The importance of government assistance for rural business success is
reported in number of studies (Abd. Razak et al., 2012; Samujh, 2008). According to Samujh, rural
entrepreneurship business performance is dependent on financial and non-financial support from
government. Generally, support system for rural entrepreneurs such as market development,
business network, accesses to finance, business training, and business supports are crucial in
providing conducive business environment.

The question remains as to what extent the government assistance and support is effective in
helping rural enterprises to achieve its business outcomes? To date, studies that looked at the
contribution of government support to the development of rural enterprises are unfortunately
lacking, despite the various initiatives have been implemented to assist the entrepreneurs. Previous
studies on the business performance of rural entrepreneur has focused primarily on the
entrepreneurial, managerial or other personality attributes of the business owner (Siwar et al., 1994).
Some of the studies had also described the opportunities and constraints faced by micro
entrepreneurs (Abd Razak, Mohd Hassan, Kamariah, & Wan Fauziah, 2012; Mohd Noor Hakimin &
Mohd Rafi, 2010; Nurbani et al., 2011; Radiah, Mohd Rosli, & Ab Azid, 2009). Therefore, this study
aims to investigate the influences of four entrepreneurial initiatives such as entrepreneurship
training, financial support, marketing support and business networking on business performance

among rural entrepreneurs.
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2. Literature Review and Hypothesis Development

2.1. Entrepreneurship Training and Business Performance

The linkage between entrepreneurship training and rural entrepreneurs’ performance can be
justified in three interesting foundations (Kuene, 2008; Solomon, 2004; Smith & Perks, 2006). For
instance, Solomon (2004), in his study on entrepreneurial training, discovered the need for
entrepreneurial skills and business skills for boosting the business performance. Meanwhile, Kuene
(2008) argued that entrepreneur’s knowledge and skills are significant determinants of business
success. Training for small business is primarily internally focused and imparts generic management
skills such as marketing, finance, record-keeping, human relations, as well as industrial relations
(Solomon, 2004). In similar vein, entrepreneurial training is vital strategy for improving SME
performance over time, showing that the business and the entrepreneurial skills are strongly
correlated to business performance (Smith & Perks, 2006). Furthermore, research found that
entrepreneurship training contributed significantly to risk taking attitudes, the formation of new
businesses (Umrani, Kura & Ahmed, 2018; Garavan & O’Cinnelde, 1994; Charney & Libecap, 2002).
Entrepreneurship training also seems to have a positive effect on the perceived feasibility of
entrepreneurship, or on entrepreneurial self-efficacy (Alberti, Sciascia, & Poli, 2005; Hytti, 2008,

Lepoutre, Berghe, Tilleuil, & Crihns, 2010). As such, it is hypothesized that:
H1: Entrepreneurship training has positive influence on business performance.

2.2. Financial Support and Business Performance

Almost every entrepreneur needs a substantial finance input. The financial resources for starting
entrepreneurs are important. Small entrepreneurial firms including micro-businesses like rural
entrepreneurs represent a strikingly large portion of the Malaysian economy. Basic indicators such
as GDP growth, job creation, innovation rate, and wealth accumulation all depends to a great extent
on the success of newly founded organizations constantly revitalizing Malaysian markets. Given the
collective size and dynamism of this sector of the economy, the role of financial institutions in funding
such firms have become a central area of research and debate.

It is argued that funding will have a large impact on the rural entrepreneur’s success, as loans
constitute a major source of entrepreneurial financing (Robb & Robinson, 2014), and early-stage credit
may enable rural entrepreneurial ventures to invest in value-creating opportunities and achieve
necessary scale. The unavailability of funding to rural entrepreneurs may result in self-fund using
retained earnings (i.e., bootstrap) or by having recourses to family wealth. According to Jones and
Parry (2011), governmental financial support for developing small ventures becomes an essential
input for their long-term economic prosperity. Consistently, Skuras, Caldas, Meccheri, Psaltopoulos,
and Viladomiu (2003) maintained that governments could influence the market mechanisms and
make them function efficiently by removing conditions that create market imperfections and
administrative rigidities. They can also create an "enterprise culture" that enables firms to take
reasonable risks and seek profits. Government support for entrepreneurship through financial
initiative is very crucial to promote the entrepreneurial development and to ensure rural
entrepreneurs’ future business success. In this regard, business support is one way of improving and

sustaining business growth (Jones & Parry, 2011). Governments have a central role in supporting
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ventures whose success potential is not necessarily visible in the short term, but which may have a
significant contribution to economic development. Hence, the following hypothesis is posited:

H2: Financial support has positive influence on business performance.

2.3. Marketing Support and Business Performance

Marketing support provided by the government has been crucial in assisting rural entrepreneurs
(Hoe et al., 2012). Marketing accessibility is one aspect of marketing support which is crucial for
success of rural entrepreneurs. This is represented by good networks with supermarket, accessibility
of products into supermarket and tourist centres, establishing good networks with wholesaler and
retailers, offering comparable quality of products, the ability to penetrate niche market, and grabbing
market opportunity (Pech & Cameron, 2006). Skuras et al., (2003) mentioned that, government could
influence the market mechanisms and make them function efficiently by removing conditions that
create market imperfections and administrative rigidities. They can also create an "enterprise culture”
that enables firms to take reasonable risks and seek profits. In Malaysia, the government has
introduced a support program to assist rural enterprises by providing access to hypermarkets so that
they could sell and promote their products locally and internationally. With such marketing program,
the following hypothesis is posited:

H3: Marketing support has positive influence on business performance.

2.4. Business Networking and Business Performance

The influence of business networking on business performance can be justified in many ways.
For instance, according to Gilmore et al. (2006), business networking is recognised as an activity that
can help SMEs to utilize their limited resources and compete more effectively with their competitors.
In similar vein, business networking can provide value to members by allowing them access to the
social resources embedded within a network; that is, networking can provide the means by which
rural entrepreneurs can tap needed resources that are ‘external” to the firm (Florin, Lubatkin, &
Schulze, 2003; Jarillo, 1989). According to Julien (1993), business networking can facilitate the
achievement of economies of scale in rural entrepreneurs without producing the diseconomies
caused by large size. This is consistent with an underlying assumption of Resource-based View
Theory (Barney, 1991). According to RBV theory, firms with valuable, rare, and inimitable resources
(including non-substitutability) have the potential for achieving superior performance (Barney, 1991).
In this context resources obtained through business networking is useful for developing long-term
competitive advantages.

On the other hand, many researchers on business performance believes that through business
networking, entrepreneurs can have access to relevant information, technology, financial and non-
financial resources, which in turn can boost their business performance (Burt, 1997; Granovetter,
1992; Neergard, Shaw, & Carter, 2005; Van de Ven, Hundson, &Schroeder, 1984). For example, Van
de Ven, Hundson, and Schroeder (1984) found that high performing entrepreneurs tended to be more
engaged in complex business networking with people both inside and outside of the firm. Using
business networks can, therefore, potentially lower a firm's risk of ‘failure” and increase its chances
of successes in the future. As such, hypothesis is stated as follow:

H4: Business networking has a positive influence on business performance.
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3. Methodology

Population in the current study is five-hundred rural entrepreneurs who participated in the
Rural Entrepreneurs Carnival organized by the Ministry of Rural and Regional. The rural
entrepreneurs in the present study were involved in a diverse range of businesses such as cosmetic,
craft, herbs, food and drinks, agriculture, and textile, among others. Prior to data collection, written
permission from the carnival organizer to collect data from rural entrepreneurs was obtained.
Purposive sampling was used to determine the sample for the study. The sample was made up of 132
(72.13%) female and 51 (27.87%) male entrepreneurs. The gender distribution of rural entrepreneurs
was consistent with prior studies (Fatimah et al., 2013; Musdiana & Noor Zahirah, 2011; Radiah et al.,
2009; Zumilah, 2012).

In general, female entrepreneurs are said to be the dominant player especially in micro and small
businesses in Malaysia (Hoe et al.,, 2012; Nor Haryanti, Siti Norbaya, Rabihah, Fadhilah, & Mohd
Sazali, 2012). In addition, 53.0% were married, and were relatively educated with almost half had
completed their higher school education. Almost half of the participants had between four and seven
years of experience in running their business and were involved in food business. The majority of
them employed between two and seven employees. In general, cosmetic business recorded the
highest profit (mean = RM71,923.08/year), while rural entrepreneurs in health-related products
recorded the lowest profit (mean = RM20,200.00/year).

3.1. Measurements

Literature refers predominantly to financial criteria when measuring business success (Reijonen,
2008). Consistently, we measured business performance by looking at business profit (Reijonen,
2008). In this study, participants were asked to indicate their estimated business profit for 2013, 2012,
and 2011.

Entrepreneurship training was operationalized as education and training programs for
entrepreneurs that focus on ensuring growth and feature development of the business (Petridou &
Glaveli, 2008). Entrepreneurship training was measured using 10 items adapted from Rogoff, Lee,
and Suh (2004), and Petridou and Glaveli (2008). Participants were asked to indicate their level of
agreement or disagreement on whether the government provides such training on “comprehensive
marketing course” and “technical and skills in business management’. A five-point Likert scale with
anchors ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree” was used to measure
entrepreneurship training.

Accordingly, marketing support was operationalized as the government effort to provide good
networks with supermarket, accessibility of products into supermarket and tourist centres,
establishing good networks with wholesaler and retailers, offering comparable quality of products,
the ability to penetrate niche market, and grabbing market opportunity (Mastura, 2012; Morgan,
2012). Marketing support was measured using eight items adapted from Rogoff et al. (2004),
Stevenson and St-Onge (2005), and Wijewardena and Tibbits (1999). Participants were asked to
indicate their level of agreement or disagreement on whether the government provides support such
as “sale promotion at state and national level” and “government-appointed distributors”. A five-
point Likert scale with anchors ranging from ‘1" “strongly disagree” to ‘5" “strongly agree” was used

to measure marketing support.
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Financial support is operationalized as the management of credit and delivery of fund
(Stevenson & St-Onge, 2005). Financial support was measured using ten items adapted from
Stevenson & St-Onge (2005). All items employed a five-point scale ranging from ‘1" “strongly
disagree” to ‘5’ “strongly agree”. Examples of items included ‘application procedures’, and
‘management of credits’.

Business networking was operationalized as specific sets of relations amongst various groups or
actors that require linkages between key players in business (Aldrich & Zimner, 1986). This construct
was measured using four items adapted from Rogoff et al. (2004) and Stevenson and St-Onge (2005).
Participants were asked to indicate their level of agreement or disagreement on whether the
government provides support such as “business networking with entrepreneur development
agencies” and “good relationship with business association”. A five-point Likert scale with anchors
ranging from ‘1" “strongly disagree” to ‘5" “strongly agree” was used to measure business

networking.

4. Results

To test for H1, H2, H3 and H4, a multiple regression was conducted. Specifically, business
performance was regressed on the four independent variables, namely entrepreneurship training,
financial support, marketing support and business networking. To draw accurate conclusions about
the regression analysis, assumptions of linearity, homoscedasticity, normality, independence of the
error terms, and multicollinearity need to be examined. Variance inflation factor (VIF) and tolerance
statistics are the two statistical methods that can be used to assess multicollinearity. It is generally
believed that any VIF value exceeds 10 and tolerance value below than .10 indicates a problem of
multicollinearity. In addition, Durbin-Watson can be used to test independence of error terms. If the
Durbin-watson value is between 1.5 and 2.5, the assumption of independence of the error terms is
not violated. It this study, evaluation on assumptions of linearity, homoscedasticity, normality,
independence of the error terms, and multicollinearity revealed no significant violation of
assumption. Table 1 presents the results of this analysis.

It is noted that the 35.6% of the variance in business perfromance had been significantly
explained by the entrepreneurship training, financial support, marketing support and business
networking. (R?=.356; F=4.411, p <.05). In other words, all these predictors accounted for 35.6% of
the variation in the business performance among rural entrepreneurs. The finding shows that all
variables had significant relationship with business performance, with business networking
recording the highest beta value (3 = 411, p <.01), followed by marketing support (3 = .326, p < .05)
and entrepreneurship training (3 =-.203, p <.05) and financial support (3 =-.124, p <.05).

Table 1. Multiple Regression Result

Independent variables B Sig.
Entrepreneurship training -.203** .021
Financial support -.124* .011
Marketing support .326% .016
Business networking A1T** .001
R? .356

Adj. R? .08

F value 4.411

Note: * p <.05, ** p <.001
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5. Discussion and Conclusion

The main objective of the present study was to examine the influence of entrepreneurial
initiatives on business performance of rural enterprises. Based on multiple regression result, the
researcher observed a number of interesting findings. Firstly, the result found that entrepreneurship
training was significantly and negatively correlated with business performance. Generally, one could
expect greater entrepreneur performance when the number of training increases. One of the possible
reasons for this finding would be improper planning, designing and implementing the
entrepreneurships training. For instance, the negative direction could be influenced because of
inadequate training program (Abdul Razak et al., 2012). They also added that any entrepreneurship
intervention programs involving rural business should be sensitive to the entrepreneurs’ need, as
well as being designed to the specific module and local requirement, and continuity between rural
entrepreneurship programs. In addition, lack of comprehensive Training Needs Analysis (TNA)
could be the reason for the finding. The outcome of the training is questionable when the trainings
designed do not match the trainees” expectations. This is because any entrepreneurship intervention
programs involving rural business should be sensitive to the entrepreneurs’ need and designed
according to the specific module and local requirement, and eliminating the lack of continuity
between rural entrepreneurship programs (Othman et al., 2011).

Second, it is also surprising that financial assistance was found negatively related to business
performance. Since lack of funds is one of the constraints rural enterprises face, it was hypothesized
that financial assistance would help them succeed in their business. However, despite having access
to financial accessibility, rural entrepreneurs still face high cost of borrowings, high banks charges
and fees, and high legal documentation fees associated with the assistance (Nurbani et al., 2011; Siwar
et al., 1994). Although the explanation is plausible, more works need to be done to ascertain its
validity. But, if indeed, the claim is correct, the government has to develop some financing policies
that are conducive for the rural enterprises. Another reason that probably influences the negative
direction between financial support and business performance is personality traits of entrepreneurs.
According to Sandhu, Hussain and Matlay (2012), much research has been done on the influence of
supportive business environment and agreed that the entrepreneurial process has attitudinal and
behavioural components. Thus, in an effort to enhance rural business performance, attitudinal and
behavioural aspects should be taken into consideration when evaluating entrepreneurs’
performance. This is because some of the entrepreneurs did not possess qualities of risk taking in
managing their capital, and ability to resolve problems when dealing with good finance management.
Thus, this reason explains why the relationship between financial support and rural entrepreneurs
are not as expected.

Third, the positive role of marketing support in helping rural entrepreneurs in their business is
consistent with previous works (Morgan 2012). According to Mastura (2012), small-business owners
normally pay less attention to marketing because they do not possess the necessary skills and
knowledge to do so. So, marketing support from the government is imperative to enable them to
penetrate the market, both locally and internationally, and hence, their success. Our findings also
show that having business network is important for the business success of rural entrepreneurs,
confirming previous results (Granovetter, 1992; Neergard et al., 2005). Through business networking,
rural enterprises, which tend to have several constraints (Norhaziah & Mohd Noor, 2011) are able to

allow them to get access to resources they lack, which help them in their business (Aldrich & Zimmer,
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1986; Ostgaard & Birley, 1996). Even though currently there are many initiatives are provided by the
government to help rural entrepreneurs market their products and services, more concerted and
aggressive marketing efforts need to be made. This measure is important before the “single ASEAN
market” is implemented where rural entrepreneurs will face increased competition. In this context,
developing wider business network for the rural entrepreneurs that could help them not only in
terms of getting access to resources but also of marketing their products and services is imperative.
Encouraging the rural entrepreneurs to participate in local and international events where they can
network is something the government can do to assist.

Finally, a positive relationship existed between business networking and rural entrepreneurs’
business performance because rural entrepreneurs received good support from many parties such as
government, and public sector agencies in various parts of business need such as support from
entrepreneur development agencies and financial institutions. With this, the government has
continued focussing attentions to empower entrepreneurs in the rural areas in efforts to stimulate the
nation's economic growth. In order to achieve this aim, the government through Amanah Ikhtiar
Malaysia (AIM) and Tekun Nasional (TEKUN) has consistently made efforts to help and develop
local entrepreneurs. For example, RM12.1 billion has been spent by AIM and TEKUN to help 686,000
local entrepreneurs in the year 2013. Of the total, 565,400 or 82% of them are entrepreneurs from rural
areas. In addition, between the year 2006 to 2013, the government has spent RM3.2 billion through
the Rural and Regional Development Ministry and implementing agencies such as MARA, Kedah
Development Authority, Johor Tenggara Development Authority and Terengganu Tengah
Development Authority to implement various entrepreneurial programmes in rural areas such as
technopreneurs development, integrated marketing, advisory services, entrepreneurial skills training
and strategic business networking. Thus, the presence of business networking initiatives has been
seen as a good platform to promote the emergence of new growing business among rural
entrepreneurs. Based on all these initiatives, this particular finding does not show any surprise
results.

Despite the insightful findings, the researcher cautions that they should be interpreted by taking
into consideration the limitations inherent in the present study. Firstly, the study is limited by its
reliance on self-reported instruments associated with validity problems (Aadahl & Jergensen, 2003).
However, self-reported measures have been previously used (Salminen et al., 2013) and they allow
researchers to obtain participants’ own views directly, unobtainable in any other way. Secondly, the
authorized agencies or department directly related to rural entrepreneurs do not have a complete
database of rural entrepreneurs. As a result, the findings may not be generalizable to a much larger
population of rural entrepreneurs. Finally, because the present study was cross-sectional nature,
causal inferences may be limited; the data can only provide a “snapshot” picture of the
entrepreneurial initiatives and rural business performance.

In sum, despite the limitations, we have provided some insights into the role of government
support on business performance of rural entrepreneurs. Even though, generally speaking, the
government support was found to enhance business performance, different kinds of support seem to

have different effects, suggesting that more studies need to be conducted to confirm the finding.
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