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I. DEVELOPMENT STRATEGY IN PERSPECTIVE

West Malays1a t s relat1vely rap1d 1ndustr1al development

has been made poss1ble by the eX2stence of a pool of m1dd1e

level sk11led labour tra1ned ma1nly outs1de the formal educa-

t10nal system 1n urban, small-scale operat10ns and under a

trad1t10na1 apprent1cesh1p system, both of WhlCh are predom1nant1y

Chlnese. From them have also sprung the maJorlty of local entre-

preneurs. Furthermore, West Ma1ays1a's strategy for econom10

development has relled heavl1y on pr1vate enterpr1se, WhlOh has

further stlmulated the development of Chlnese entrepreneurs and

skllled Chlnese labour.

Part of the explanatlon for Chlnese predomlnance 1n

mlddle-1eve1 Skllls and In entrepreneurlal actlvltles 11es 1n

the compos1tlon of the urban populat1on. The total populat1on

of West Ma1aysla 1n 1967-68 was estlmated at 1.9 mll11on, of

WhlCh 50.6~ were Malays, 35.7~ were Chlnese, 12.3~ were Indlans,

and the ba1anoe were other ethnlc groups. Of the total urban

populatlon of about 2.6 mllllon, about 57p were Ch1nese, wlth

28~ Malays and IJ./, Ind1ans. 1

The comblnatlon of several key factors -- better educa

tlonal facllltles, better health and llvlng condltlons, and the

concentratlon of lndustrlal estates In the urban areas -- has

glven the Chlnese an lmportant edge over the Malays In the
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acqu1s~t10n of Sk1lls and 1n the part~c1pat~on rate 1n commer

c1al and 1ndustr1al development. The result has been an 1m

balance of ethn1c part1c1pat1on 1n the country's overall

econom1C development.

Econom1c 1mbalances 1n a mult1-rac1al Soc1ety tend to

have a d1sequ1l1brat1ng effect on the pol1t1cal process, wh1ch

In turn affects the rate and dlrect10n of econom1C development.

Th1s sets off a cha1n react10n of pol1tlcal, economlC and soc1al

forces, w1th cr1t1cal repercusslons on manpower development, the

occupat10nal structure of the labour force, and on general

employment.

Devel~pment Programmes

Past econom1C development programmes have not only

fa1led to br1ng about a closer economlC and soclal lutegratlon

of the Chlnese and the Malays, but also had actually w1dened the

econOID1C 1IDbalances between the two ethn1c groups. From tlme to

2t1IDe warn1ngs of th1S danger had been sounded by var10US wrlters,

and 1ndeed the last two flve-year plans had programmed for a rap1d

econOID1C development of the Malays but ma1nly 1n the context of

rural development, w1th the lmpllc1t a1ID of remedY1ng the

eX1st1ng econOID1C 1mbalances. EconoIDlc plannlng, however, had

to resolve the confllct between the pr1nc1ple of max1ID1z1ng

growth and the pragmatlsm of reducl.ng the ethnl.c 1mbalance In
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the economy. In the Second (Malayan) F1ve-Year Plan, 1961-65,

the allocat10n of $545 m1ll10n to agr1culture and land deve

lopment, as aga1nst $17 m11l10n to 1ndustr1al development (out

of a total target publ1C 1nvestment of ~2,l50 m11l10n),

suggested that the strategy was for the Government to upl1ft the

peasant agr1cultural sector~ leav1ng the 1ndustr1al sector to

pr1vate enterpr1se. 3 Th1S pattern of pub11C 1nvestment was

more or less repeated 1n the F1rst Malays1a Plan, 1966-70, 1n

wh1ch $1,086.6 m11110n (23.9%) out of a total pub11C 1nvestment

target of $4,550 m11l10n was earmarked for agr1culture and rural

development, wh11e $114.5 m11110n (2.5~) was for 1ndustr1al

development. 4

The ma1n emphas1s of the Government's development pro-

gramme was on proJects des1gned to 1ncrease product1v1ty and

1nvestment 1n a w1den1ng range of pr1mary and secondary 1ndus-

tr1es. The ch1ef 1tems of expend1ture under "Agr1culture and

Rural Development ll 1ncluded (a) new land settlement schemes for

the cult1vat10n of 011 palm, rubber and other cash crops;

(b) rubber replant1ng for small-holders~ (c) 1rr1gat10n and

dra1nage proJects to expand r1ce cult1vat10n, (d) agr1cultural

research; and (e) prOV1S10n of extens10n serv1ces to farmers.

Under "Industrl.al Development", the development funds were for

(a) the estab11shment of 1udustr1al research fac111t1es;

(b) the launch1ng of the Federal Industr1al Development Author1ty;
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(c) the prov~s~on of ass~stance to establ~shed publ~c corpora

t~ons, such as MIDF (Malays~an Industr~al Development F~nano9)

to enable them to expand the~r ~ndustr~al cred~t act~v~t~es,

(d) the development of ~ndustrlal estates; and (e) the strengthen

~ng of MARA (MaJ1J.s Amanah Ra' ayat or the Counc~l of Trust for

Ind~genous Peoples) to fac~l~tate the expans~on of mater~al and

techn~cal ass~stance for ~nd~genous (Malay) entrepreneurs

~nterested ~n ~ndustr~al development. 5 Of the total of $114.5

ml.ll~on earmarked for "Industrl.al Development", $70.0 m~lll.on

was for MARA. In passl.ng, l.t may be mentloned that '~ducat~on

and Tra~nl.ng" was to recelve $440.8 mJ.ll~on (9.7% of the total),

of WhlCh $368.0 ml.ll~on was to be spent on West MalaysJ.a, whlle

the balance was for Sabah ($21.2 mllllon) and Sarawak ($45.6

mllllon).

In vJ.ew of the free-enterprlse nature of the economy,

the prlvate sector had the maln responSJ.blllty for acceleratlng

lndustrlal development. The Government's support to lndustry

would be concentrated ln those areas offerlng the best pOSSl.

b~l~tles for productlon wh~ch would prove competl.tl.ve wJ.th

J.mports and where export potentlalltJ.es were sJ.gnlfl.cant.

Beyond provldlng general lncentlves, however, Government would

"not attempt to dlctate the pattern or the locatJ.on of lndustry,

or l.nter:fere WJ.th J.ndustry's chol.oe vf produotJ.on technlques ff ,

but "spe(ual encouragement lt would be gJ.ven to (a) J.ndustrJ.es
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wh~ch were labour-~ntens~ve; (b) those wh~ch ut~l~sed domest~c

raw mater~als, (c) act~v~t~es wh~ch manufactured cap~tal or

~ntermed~ate goods for wh~ch extenslve markets already ex~sted

or were ln prospeot, and (d) export lndustrles. 6

Clearl~ thls strategy of leavlng the ~ndustr~al seotor

largely ~n the hands of prlvate enterprlse meant that the

opportun~tles for lnvestment would be se~zed by looal Chlnese

entrepreneurs, elther by themselves or In partnershlp wlth

forelgn lnvestors. Glven the fact that the struoture of the

urban labour force was predomlnantly Chlnese, espeolally ln

mlddle-level Skllls, ~t would seem natural that the new lndustrles

would be operated malnly by Ch~nese workers. Th~s, ln faot,

appears to be what has happened. Because of the dearth of

m~ddle-level sk~lls among the Malays, the maJor~ty who found

employment ~n the factorles were taken on as unskliled or seml-

sk~lled workers, wlth conslderably lower pay.

Employment Targets

The F~rst Malays~a Plan estlmated that by 1970 there

would be about 460,000 more workers than there were ln 1965, and

the employment target was therefore set at provldlng 460,000

addltlonal Jobs so that the unemployment rate of about 6~ of

the labour force ~n 1965 would be lowered to about 5.2/0 ln 1970.

It was hoped that the agr~cultural sector and rural development
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sohemes would absorb about '7ofu of rural youth who would be

enter1ng the labour foroe dur1ng the Plan per1od. The a1m was

to 1norease phys10al output by about 20% so that per oap1ta

1ncome would r1se suff1c1ently to make agr1cultural enterpr1se

relat1vely reward1ng, and rural 11fe more attract1ve. Concurrent

w1th th1s was the des1re to hold the growth of the urban popula

t10n, labour foroe and unemployment to manageable proport10ns. 7

The SOC1o-eoonom1C survey of households carr1ed out 1n

196'7-68 1n West Malays1a revealed that the aot1ve and paSS1ve

8unemployment aocounted for about 9% of the labour foroe, and

about 6% of the work1ng age populat10n. The most s1gn1f1cant

features of unemployment were:

(1) Seventy-f1ve peroent of the unemployed was between

15 and 24 years of age. 9

(11) There was a s1gn1f1cant d1fference 1n the rate of

act1ve unemployment amor.gthe Malays (5.8%), the

Ch1nese (6.9%), and the Ind1ans (10.3~).lO

(111) The act1ve unemployment rate for metropo11tan

areas was 10.1%, other urban areas 9.7%, and for

rural areas 5.4%, although the absolute numbers for

each of the three areas were 42.2 thousand, 38.5

thousand, and 96.0 thousand respeot1vely.ll

(1V) In both rural and urban areas, 75~ of the act1ve

unemployed fell w1th1n the age group 15-24 years.
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(v) The actlve unemployment rate by race showed lmportant

dlfferenoes. In the urban areas the rate for Malays

was 11.7p1 for Chlnese 8.5%, for Indlans l2.6~. In the

rural areas, the rate for each of the three races was

4.710, 5.2~ and 9.3p respectlvely.12

(Vl) The passlve unemployment rate by race showed that In

the urban areas the rate for Malays was 3~3~, for Chlnese

1.2%, for Indlans 1.9%; and ln the rural areas the rate

for each of the groups was 2.9~, O.9~ and 2.a~

respectlvely.13

It can be seen from the above summary that the lncldence

of actlve unemployment was greater ln urban than In rural areas,

and that paSSlve unemployment affected Malays more than other

ethn10 groups Slnce It was malnly a rural phenomenon.

Educatlonal Attalnments

When the number of unemployed 1S matched wlth levels of

eduoatlonal atta1nment, an lnterestlng pattern emerges. Of the

actlve unemployed ln the rural areas, about 6010 had no formal

educatlon, and about 64~~ had only prlmary schoollng. Wlth

hlgher levels of educatlon, however, the pattern 16 reversed.

About 5810 wlth lower or mlddle secondary educatlon, 65% wlth

upper secondary educatlon, and 88% wlth post-seoondary or

h1gher educatlon were found In the urban areas.14
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Among the paSS1ve unemployed, 83~ had no educat10n at all

or had only pr1mary schoo11ng. The percentage of such persons

was hJ.gher (86.370) 1n rural areas than 1n urban areas (74.510).

About 20~ of those w1th lower or m1ddle secondary educat10n

were 1n the urban areas, and about 9~ 1n the rural areas. l5

V1ewed at from a dJ.fferent angle, T.Test MalaysJ.a has

made s1gn1fJ.cant ga1ns 1n the overall 11teracy rate of the

total popu1at1on. In 1947 about 31~ of the populat10n aged 6

years and above was 1J.terate, J.n 1957, about 51%; and J.n

rJ! 161967-68, about 7770 was 11terate. \There the labour force

was concerned, wh11e 25.6~ had no formal educatJ.on, 56.5/0 had

pr1mary schoo11ng; 12.210 had 10\ler or m1ddle secondary

educat10n, and 1.7~ had post-secondary or h1gher educat10n. 17

S1nce the percentages are un11kely to have changed

s1gn1f1cantly dur1ng the last three years, or w111 change

slgn1fJ.cantly 1n the near future, the concluS1on 18 that the

2~o of 1l1J.terates wJ.11 act as a drag on econom1C development.

Furthermore, the fact that more than 50ft, of the populat10n

has had only pr1mary scho011ng means that they wJ.ll be

excluded from the more Soph1st1cated 1ndustr1es WhlCh requlre

spec1a11sed Sk1lls, unless there are schemes for on-the-Job

or apprent1cesh1p traJ.n2ng Wh1Ch wlll glve them baslc techn1cal

and J.ndustr1al skJ.11s. The fact that they form the largest pool
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of human resources underl~nes the urgency of upgrad~ng thelr

education and training if they are to make their due contribution

to rapid economiC development.

EconomiC Development and Polit~cal Stability

Compared w~th most countries in South-East ASia, West

Malays~a's overall unemployment rate of about 9% of the labour

force does not seem intolerable, although it is disqUieting.

06rtainly in terms of per capita income and in terms of the

general level of SOCial and economiC development, malaySia may

be counted among the top tnree ASian nations. In 1969 the GNP

was estimated to have grown by about 9~ to reach a new peak of

$11,305 million, compared With 6.4~ in 1968, and an annual growth

rate of 6.8~ between 1963 and 1967. Clearly the increased

growth was due to investments made earlier in the decaCe. Per

capita income rose from $845 in 1963 to $1,000 in 1968, and

$1,060 in 1969. Indications are that it Will continue to rise

steadily through the 1970's.

In contrast to the story of most developing oountr1es,

West Malays1a's economiC achievement to date 1S something of

a miracle brought about by a stable and honest government, a

development-conSc1ous and dedicated administrative serVice, and

the hard work of the people, whether they are government offiCials,

bUSiness executives, farmers, teachers, techn~c1ans or entrepreneurs.
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Yet ~n the m~dst of apparent prosper~ty, the worst race

r~ots ~n the oountry's h~story brnke out ~n May 1969 ~n the

18
cap~ta1 c~ty of Kuala Lumpur. It ~s ~mposs~b1e to measure

the exact extent of the damage done to the economy, but the

~mpact of the r10ts may be gauged by a drop of more than 2~ 1n

the growth rate of the GNP ~n 1970, compared w~th the 9% growth

rate for 1969. However, the pol~t1oa1 reperouss~ons have been

far more ser~ous than any phys~cal damage to the eoonomy. It

would seem to suggest that econom~o development ~n a mult~-

rao~al soc~ety poses a threat to po1~t~cal stab1l~ty ~f eoonom1C

1mbalances between ethn~o groups are not reot1f1ed, or are

allowed to w1den. Although there are no reoent stat1st~os to

show the exaot nature and the pre01se extent of the ~mbalanoes,

~t 1S generally assumed that the Malays as a commun1ty have a

lower per oap~ta 1noome than the Ch1nese as a group.

W1th referenoe to develop~ng oountr1es, a noted As~an

eoonom1st has suggested that nat10nal and 1nternat~onal 1nsta-

b1l1ty 1S due not so muoh to poverty per se as to the rea11sat~on

that 1t 1S poss~ble to break out of the V1010US o1role of

poverty; that the subJeot1ve problem of d~soontent of the poor

w1th the~r present eoonom1C oond1t1on far transcends the

obJeot1ve problem measured 1n terms of the absolute level of per

oap1ta 1ncome. Th1s stems not only fromtha frustrat10n of the1r
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h~gh econom~c expectatJ.ons, but also from lithe psychologJ.cal

and polJ.tJ.cal drJ.ves to raJ.se theJ.r natJ.onal prestJ.ge and

obtaJ.n equal status wJ.th the developed countrJ.ese,,19 MutatJ.s

mutandJ.s, the same could be saJ.d of the sJ.tuatJ.on J.n whJ.ch two

dJ.fferent ethnJ.c groups at dJ.fferJ.ng levels of socJ.al and

economJ.c development co-exJ.st wJ.thJ.n the same oount~y.

The New EconomJ.c PolJ.cy

At any rate, followJ.ng the race rJ.ots, the Government

announced a new economJ.c polJ.cy to deal more effectJ.vely wJ.th

the unemployment problem, partJ.oularly among youths J.n the

urban and the rural areas. Among other thJ.ngs~ J.t called for

a more aggressJ.ve approach to J.ndustrJ.alJ.satJ.on, a greater

dJ.spersal of J.ndustrJ.es to smaller towns and the rural areas,

and the adoptJ.on of crash programmes to provJ.de the unemployed

youths wJ.th traJ.nJ.ng J.n J.ndustrJ.al skJ.lls. The new strategy

would requJ.re the Government to take the lead J.n J.dentJ.fyJ.ng

feasJ.ble pr~Jects and to mobJ.lJ.se local as well as foreJ.gn

capJ.tal. These and other approaches would enable the Government

to J.nfluence employment polJ.cJ.es so that the employment struc-

20ture would reflect the multJ.-racJ.al compos~tJ.on of the country.

The new economJ.c polJ.cy has two maJ.n obJectJ.ves. The

fJ.rst J.S lfthe eradJ.catJ.on of poverty J.rrespectJ.ve of race", and

thJ.s :LS "a departure from the preV:LOUS belJ.ef that the eradJ.ca

t10n of rural natJ.ve poverty alone would conduce towards nat:Lonal
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UnJ.ty". The second ~s "the restructur~ng of soc~ety through

the modern~satlon of rural l~fe, a rap~d and balanced growth

of urban act~v~t~es and~ above all, the oreatl0n of a Malay

commerc1al and 1ndustr1al commun1ty 1n all categor1es and at

all levels of operat10n so that over a per10d of t1me -- 1n

one generat10n -- they can be a full partner 1n the econom1C

11fe of the natlon tl •
21 (Emphasls added.)

Th1s lS a maJor sh2ft ln development pollCy from what

was followed throughout the 1960's. Durlng the last decade

the approach was for ""he Government to concentrate on rural

development to ra1se 1ncome levels of the Walays, the maJor1ty

of whom were, more or less, encouraged to rema1n ln the rural

areas as farmers and small-holders of rubber or o~l palm

estates. The new po11cy 1mpl1es that 1t 1S no longer po11t1cally

acceptable to leave the Ch1nese and fore1gn 1nvestors to develop

the commerc1al and 1ndustr1al sectors. A further 1mplloat10n 1S

that, Slnce Malay entrepreneurs~ under a la1ssez-fa1re po11cy,

1d not emerge 1n any s1gn1f1oant numbers ln the past, the

ourrent po11cy 1S to hasten the output of Malay capta1ns of

oommeroe and 1ndustry. It 1S left to be seen how th1S new

eoonOID10 pOllOy w11l be translated lnto development programmes

1n the Seoond Malays1a Plan for 1971-75.

Aga1nst th1s background, the apprent1cesh1p system and

the development of entrepreneur2al talent 1n Malays2a may now be

cons1dered w1th1n the framework of a mult2-rac1al SOc1ety.
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II. THE NURTURE OF ENTREPRENEURS

Although much has been wr1tten about entrepreneurs

and the 1mportance to econom1C development, llttle 1S known

about how or why some SOcletles In certaln perlods of tlme

seem to develop an entrepreneurlal class that has the V1610n

and the ablllty to make lnvestment deolslons, command capltal

and launch a comrnerclal or lndustrla1 enterprlse. Nor 16 there

much lnformatlon on why certaln ethnlc groups ln plural socletles

appear to have a larger share of entrepreneuxla1 talent than

others. "Explanatlons" usually clte cultural factors WhlCh

~romote entrepreneurshlp. The classlc, of course, lS

Schumpeterts ldentlflcat10n of three baS1C mot1ves' the urge

to esta.bllSh a eommerclal or J.ndustr1al "emp1re ll , wlth a

famlly dynasty to rule It; the wll1 to overcome the lnsuper-

able and to prove one's super10rlty; and the pleasure of

creatlng somethlng new. These psychologlcal dr1ves are, ln

turn, st1mulated by env1ronmental varlables WhlCh lnclude

pol1t1ca1 stablllty, the rule of law, a la.1ssez fa1re eoonomlC

pOl1cy, splrltual and 1ntellectual llberty, and an al1-pervaslve

atmosphere of change and progress_ All these may explaln why

some pe~p1e beoome entrepreneurs, but they throw very llttle

llght on~ they become successful entrepreneurs.
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The f1rst entrepreneurs of any note 1n European

econom10 h1story were townspeople who had no 1nher1ted t1tles,

and whose grow1ng wealth and power were not der1ved from

land ownersh1p. Spr1ng1ng somet1mes from the lowest soc1al

order, they were a self-made class who understood and

pract1sed the v1rtues of thr1ft and hard-work. From buy1ng

and sel11ng, many turned to manufactur1ng. Successful art1saD8

employed apprent1ces and Journeymen, and the more successful

goldsm1ths and s1lversm1ths d1d a l1ttle money-lend1ng as a

22 's1de11ne. As soc1al mob111ty was 11m1ted, sons tended to

follow 1n the footsteps of the1r fathers, and fam1ly bus1ness8a

somet1mes became f1nanc1al emp1res. It was th1s class of

entrepreneurs, w1th the1r accumulated wealth and commerc1al

exper1ence, that helped to launch the Industr1al Revolut1on.

Th1S seems to be the general pattern also 1n most

develop1ng countr1es,23 although entrepreneurs tend to be

1dent1f1ed w1th oerta1n ethn1c groups. In East Afr1ca they

are the Ind1ans and Arabs. In Malays1a, as 1n many parts of

South-East AS1a, they are ma1nly the Ch1nese who have been 1n

the forefront of econom1C development. The eV1dence suggests

that the emergenoe of entrepreneursh1p 1S olosely l1nked to

urban1zat10n.
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Urban1sat10n and Ch1nese Enterpr1se

The modern urban centres of Malays1a are largely the

creat10n of Ch1nese enterpr1se under the protect1ve shade of

Br1t1sh adm1n1strat10n 1n the heyday of colon1al rule. The

Br1t1sh prov1ded the env1ronmental factors wh1ch were cruc1al

to the development of commerce and 1ndustry. Although the

vast m&JOT1ty of Ch1nese 1mm1grants came from a peasant back

ground, they brought w1th them commerc1al expert1se and

art1sans Sk1lls wh1ch fac1l1tated the rap1d urban1sat1on of

t1n-m1n1ng v1llages wh1ch they had carved out of the Jungle.

The colon1al po11cy of restr1ct1ng the a11enat1on of agr1

oultural land to Ch1nsse had the effect of conoentrat1ng them

around the t1n-m1n1ng areas. The Japanese ocoupat1on dur1ng

World War II slowed down the rate of urban1sat10n, and a

severe food shortage forced many Ch1nese to encroach on larger

areas of government land wh10h they cult1vated w1th the ta01t

enoouragement of the Japanese author1t1es.

The post-war Commun1st rebel110n had the unexpected

result of aocelerat1ng the urban1zat1on of the Ch1nese. Sus

pected of g1v1ng support, 1n cash or k1nd, to the rebels,

Ch1nese squatters were forc1bly removed from the rural areas

to "new v1llages tl Wh1Ch were estab11shed olose to, or on the

per1phery of, the larger urban oentres. To m1n1m1ze resent

ment and to promote co-operat10n w1th the author1t1es, the new
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vlllagers were glven land for settlement, cash grants for re-

bU1ld1ng the1r homes, and they were prov1ded wlth plped water,

electrlc1ty, paved roads» sohools and other urban fac1l1t1es.

Th1s at least partly exp1a1ns the dramatlc 1ncrease 1n the

peroentage of the urban populatlon from about 16~ ln 1947 (the

year before the outbreak of the Commun1st rebell1on) to more

than 32% 1n 1967-68. 24 The 1mportant pOlnt to note 1S that

57~ of the urban pOpJlat1on lS Ch1nese, and 28% lS Malay.

R1ght from the start of Malays1a's modern econom1C

development, the entrepreneurs have been ma1nly Chlnese,

apart from the European agency houses. 25 From t1n-m1n1ng

throughout the n1neteenth century to estate rubber plant1ng

WhlCh began at the end of the century, they were the maln

26lnnovators. In faot, there are few oommerclal or lndustrlal

enterpr1ses wh1ch have not been promoted by Ch1nese entre-

preneurs. Ch1nese traders In the Stra1ts Settlements supp11ed

most of the capltal for e%plo1t1ng the t1n-mlnes 1n the Malay

States, and the wealth from t1n-m1n1ng was then channelled

1nto varlOUS commerc1al and manufacturlng enterpr1ses. One

of the most lmportant developments ln the early twent1eth

oentury was the emergenc9 of Ch1nese banks wh1ch played, and

st1ll play, a cruc1al role 1n f1nanc1ng small-scale Ch1nese

enterpr1ses. 27 S1tuated In and around the urban centres,

often ln the "new vl.llages" mentl.oned above, the small-scale
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industries provide the fao11ities for the training of crafts

men and a wide range of other sk1lled workers. Most important

of all, they are the test1ng ground of new generat10ns of

entrepreneurs who have been able to move into large-soale

operations during the last ten years as opportun1ties for

investment in lndustrial activities Widened.

The ApprenticeshiP System

The apprentlceship system assooiated with small-scale

Chinese bUSinesses has been one of the most important means

of produc1ng skilled labour. The small-scale bUSinesses have

traditionally been the repository of Skills WhiCh the early

immigrants brought With them and whioh were then transmitted

from father to son, or from the master craftsman to hiS appren

tices. Generally, the master craftsman is eclectic and

pragmatic, open to new ideas, ready to experiment W1th new

products and methods of product1on, and Willing to innovate.

In thiS way much of modern technology introduced by large

scale industr1es 1S often ~uickly adopted or adapted to hiS

needs, and the consequent development of new Skills has a

multipl~ng effect through the apprent1ces. More importantly,

the open-minded, pragmatiC approach to learning new Skills and

experimenting With novel methods of work, and the spirit of

1nnovat1on are 1nterna11sed by the apprentioes.
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However, wh11e the sk111s are often h1ghly techn1cal

and soph1st1cated, the methods of tra1n1ng are haphazard and

frequently 1neff1c1ent 1n that there 1S seldom any systemat10

~nstruct~on g1ven to the apprent1ces. Often the onus of

learn1ng anyth1ng rests on the apprent1ce. The speed w1th

wh1ch he p1cks up sk1l1s depends upon h1s own 1ntell1genoe and

mot1vat1on, and upon the wh1ms and fanc1es of the master

craftsman, whom somet1mes de11berately w1thholds 1nformat1on

on how to develop speo1f1c sk1lls. Th1s att1tude stems from

the trad1t10nal Ch1nese att1tude that the best 1nsurance

aga1nst retrenohment or unemp~oyment, or compet1t1on from

potent1al r1vals, 1S not to d1vulge all the tr1cks of one's

trade to apprent1ces, espec1ally when they are not of one's

own k1th and k1n. In th1s way, spec1al trade seorets and sk1lls

28are often handed down from father to son only.

The recru1tment of apprent10es follows the trad1t1onal

pattern of g1v1ng preference to relat1ves, though not exclu-

s1vely so. W1th urban1zat10n and the weaken1ng of extended-

fam1ly t1es, k1nsh1p obl1gat10ns of prov1d1ng employment are

no longer 1mportant oons1derat10ns 1n select1ng apprent1oes.

In t1mes of labour shortage strangers are taken on as read11y

as relat1ves were recru1ted formerly. More often than not

apprent1ces are strangers from the ne1ghbourhood or from the

surround1ng d1str1ct who happen to be look1ng for a Job.

Generally, no part1cular qua11f1cat1on 16 re~U1red of the
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apprent~ce, except a w1l11ngness to work hard and a readlness

to learn. Where the work requ~res phys~cal strength, a

healthy and atrong-look1ng lad 1S preferred to one who looks

slokly.

The vast maJorlty of apprent1ces are Chlnese-educated,

some w1th a llttle knowledge of Engl1Sh, but the1r educatlonal

atta~nment 1S seldom above lower secondary school1ng. Most of

them have only prlmary educatlon, and the except10nal few may

have upper secondary educat10n. Wlth the spread of un1versal

pr1mary educatlon, the oompletely llllterate apprentlce lS

rare. Although llteraoy 1S not absolutely essentlal to

learn1ng a Sk1ll, 1t lS clearly an advantage Slnce the appren

tlce may be called upon to make out slmple b1lls or to read

slmple work lnstructlons.

In most types of Sk111 tralnlng there 1S hardly any

lnstructlon on theory slmply because the master-craftsman

hlmself does not have any theoretlcal tralnlng. Indeed many

of the older master-craftsmen are llllterate or have only a

prlmary educatlon. Whlle the apprentlces generally have a

Sllghtly hlgher level of educatlonal attalnment (prlmary or

lower secondary) they are seldom proflc1ent enough 1n Engllsh

to glve themselves the theoret1cal tralnlng by self-study.

But somehow constant practlce through trlal and error, they

learn the sk1lls wlthout the beneflt of theoretlcal lnstructlon.
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T~s 1S perhaps the most ser10US weakness of the apprent1ce

ship system s~nce the absence of a theoret~oal foundat10n

11m1ts the apprent1oe's ab111ty to apply h~s knowledge to

unfam111ar s1tuat~ons.

The more ~ntell~gent and amb~t~ous apprent~ce often

moves from one establ~shment to another ~n the same l~ne of

bus~ness. When he feels that the master craftsman has noth~ng

more to teach h1m, or ~s unw~l11ng to teach whatever he knows,

the apprent~oe f~nds another craftsman from whom he th~nks

he may learn more. Thus the t~me taken to master a Sk111

w~ll depend upon chance encounters w~th master-craftsmen,

the~r level of expert1se, and the1r w1111ngness or ab11~ty to

~mpart knowledge. Depend~ng on c1rcumstances and the 1ntell1

genoe and ~n1t~at1ve of the apprent1ce, 1t may take one to

three years to master a sk1l1 1n, for example, furn~ture

mak1ng, motor-repa1r or eleotr1cal w1r~ng.

Many of these small-scale estab11shments offer board

and lodg1ng of a very spartan k~nd to the apprent1ces. Dur1ng

the f1rst year of tra1n1ng th1s 1S all they get, plus a new

sU1t of clothes. The more generous propr1etors may g1ve them

a monthly allowance of $10 or $15 for m1nor luxux1es suoh as

o1garettes or an even1ng at the local mOV1e theatre. More

often than not, the apprent1ce has to rely on parents or

relat1ves for a supplementary allowance. In some spec1al cases,
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the apprent1ce has to pay a monthly fee to the propr1etor of

a bus1ness for the pr1v11ege of learn~ng the trade from the

master-craftsman. In th~s case, the fee goes tmrards defray1.ng

the cost of board and lodg1.ng. Dur~ng the 1.n1.t1.al per1.od of

apprent1cesh1p (S1X months to a year), the nOV1ce rece1ves no

remunerat1.on as h1s contr1but1on to output 1S cons1dered to

be neg11g1ble.

As soon as the apprent1ce has learnt some bas1c sk1.11s,

he 1.S g1.ven an 1nformal test J.n the form of a IiIpecl.f1o task 

mak:mg a table, repa1r1ng an automob1le eng1ne, for example 

and 1f he passes the test he 1mmed1ately gets a pay r1se, wh1.oh

1.S not only a reward for hl.s success 1.n learn1ng the sk1.11s,

but also an 1nducement for h1m to rema1.n W1.th the establ1sh

mente In th1s way, f1.nanc1al inoent1ves act as a spur t.

apprentioes to learn as fast as poss1ble. The able ones

graduate qU1.ckly from the sem1.-sk1l1ed to the skl.lled oategory

of workers. The m1n~mum wage that a sk1.lled worker would

acoept 1.S about £150 per momth. Depend1ng on the level of

sk111 and experl.ence, he could earn as much as $400 or more

a month.

Workl.ng hours are long (60 hours per week 1.S not

unoommon for apprentices) and work-tasks are often ted1.ous.

Among apprent1ces there 1S usually a strong sp1r1t of

compet1t10n, and the des1re to excel and to qua11fy as sk111ed
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workers 1n the shortest t1me poss1ble are some of the factors

wh~oh make them extremely hard-work1ng. Indeed, 1ndustr10usness

and fruga11ty form a pervaS1ve eth10 wh~ch most apprent1ces

1nterna11se very Qu~ckly. To be labelled lazy or spendthr1ft

~s perhaps the worst pun~shment an apprent10esh1p could rece~ve

from the master-craftsman or h1S peers.

Into th1S system of apprent1cesh1p ~t ~s seldom poss~ble

for a Malay (or an Ind1an) to be adIutted.. L1ngu1st1c and

cultural b1ases and the value-system of these small-scale

bus1nesses act as barr1ers to the recru1tment and tra1n1ng of

non-Ch1nese. Wh11e the Malay may adm1re the 1ndustr10usness

of the Ch1nese, he ~s l~kely to f~nd the~r work eth1c somewhat

strange, 1f not perverse, and the~r values al~en to h1S own

outlook. The fact that the two rac~al groups tend to be

res1dent1ally separated 1S an add1t~onal d~ff~culty 1n the

recru1tment of Malay apprent1ces. Thus the geograph1cal and

soc1al distance between Ch1nese and Malays of s1m1lar SOC10

eoonom1C status re~nforces the 11ngu1st~c and cultural barr1ers

wh1ch have trad1t10nally kept them apart 1n th1S form of sk111

traJ.nmg. To a large extent the handJ.cap of the Malays 1n

this oontext also apply to the Ind1ans.

To offset the 1mbalance 1n the number of Malays w1th

1ndustr1al and technJ.cal Sk11ls, MARA. has begun 1tS own pro

gramme of tec~oal and vooatJ.onal traJ.nJ.ng for Malays. Insofar
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as the output of sk~lled manpower ~s concerned~ ~t appears to

be fa1rly successful, though the per cap1ta cost 1S not known.

It seems reasonable to assume that sk1lled manpower tra1n1ng

under the apprent1cesh1p system assoc1ated wlth small-scale

Ch1nese bus1nesses 1S much cheaper, though not necessar1ly more

eff1c1ent, than the formal traln1ng soheme under MARA. A muoh

more 1mportant cons1derat1on, however, 1S the st1mulus to the

emergence of entrepreneurs through the apprent1cesh1p system

~n small-scale bus1nesses.

Small-Scale Bus1ness and Entrepreneurs

In the context of r1s~ng unemployment among youth,

small-scale bus~nesses or 1ndustr1es could play a cruc~al role

~n the econom~c development of develop1ng oountr~es ~n three

~nter-look~ng ways.

The f~rst 16 that they make poss1ble econom1es 1n the

use of capltal wh1ch may be scarce, and may oall lnto be1ng

oapltal that would otherw1se not come 1nto eX1stence.

The second lS that a glven amount of cap~tal 1nvested

In small-scale undertaklngs may prov1de more employment than

the same amount of capltal lnvested 1n large-scale lndustr~es,

although ~n the case of the former there ~s also the poss~b~l~ty

that labour productlvlty may be so low that they cannot compete

on equal terms wlth the latter. 29
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The th1rd 2S that, 2f small-scale bus2nesses are

comb2ned w1th an organ1zed apprent1cesh1p system, they not

only may prov2de more employment per un1t of cap2tal 2nvested,

but also w1ll accelerate the output of sk1lled labour at

relat1vely low cost.

The emp1r1cal exper1ence of many countr1es suggests

that economlC growth re~u1res a large number of small changes,

each tak1ng advantage of local opportunlt1es and avallab1l1ty

of resources, each re1nforc1ng the other to create new condl

tlons wh1ch promote further growth. The dlspersal of capltal

and spreadlng wlde of entrepreneurlal sk1lls are lmportant

aspects of economlC development. 30

However, the purpose here 1S not so much to make a

case for small-scale undertaklngs as to focus attentlon on

the1r potent1al In nurturlng and br1nglng forth entrepreneurs

In a sltuatlon where economlC 1mbalances between raclal or

ethn1c groups lS a potent1al or an actual source of polltlcal

lnstablllty. To look at raclal 1mbalances ln terms of employ

ment only lS llkely to mlSS the heart of the problem. Outslde

the publlC sector, employment lS created largely by prlvate

entrepreneurs who are prepared to lnvest ln new enterprlses

WhlCh wlll wlden employment opportunltles. In Malaysla's

context, the econom1C 1mbalances stem largely from the scarclty

of Malay entrepreneurs who could mount and manage small-scale

buslnesses.
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The reason why the Ch~nese predom~nate not only ~n

commerce and ~ndustry but also ~n sk~lled m~ddle-level manpower

~s that they form the bulk of entrepreneurs who, ~n the maJor~ty

of cases, spr~ng from apprent~ces of one sort or another ~n

small-scale and often nback-yard" bus~nesses. A carpenter who

loarned h~s trade through apprent~cesh~p may start a fUrn~ture

factory of h1S own, offer~ng employment to many more people,

bes~des traln~ng a new generat~on of carpenters. From furnl

ture manufactur1ng, he may branch lnto contract~ng 1n the

bUlldlng ~ndustry. The mult~plY1ng effect lS ObvlOUS. One

could prov~de a long llst of examples to ~llustrate the same

argument, but the pOlnt lS clear.

Accord~ng to Schumpeter, one of the most ~mportant

funct~ons of entrepreneurs ~s to reform or revolutlon~se the

pattern of product~on by explo~tlng an lnventlon or an untr~ed

teohnologloal posslb~llty for produolng a new oommod~ty, or

produc~ng an old one 1n a new way by open1ng up a new source

of supply of mater1als, or a new outlet for products, by

reorgam.s1ng an ~ndustry. The entrepreneur1al funct~on "does

not essent~ally oons~st 1n e~ther 1nvent~ng anyth~ng or other

Wlse creatlng the oond~t~ons WhlCh the enterprlse explo~ts.

It conS1.sts 1n gettlng th~ngs done. 1I31 But the quest1.on ~s,

how does a person become an entrepreneur? What 1.S more

lmportant, how does he become a successful entrepreneur?
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One answer ~s that he has been "tested ~n the ~nnUIIlerable

hazards of bus1ness compet1t~on ~n the course of wh~ch he has

been found to have made more W1se dec1s~ons than fool1sh ones

and has avo~ded mak~ng catastroph~o m1stakes u •
32

The lack of Malay part1c~pat10n 1n Malays1a t s commer

c1al and 1ndustr~al development stems from the fact that therb

have been few Malay entrepreneurs. The c1rcular~ty of the

problem 1S obvJ.ous. Thoughts on how to break the c1rcular

problem tend to be rather s1mp11st1o and are often expressed

1n the form of exhortatJ.ons l~ke the follow1ngg " Bus1nessmen

are not born. The Malays must develop that skJ.ll themselves.

Government polJ.cy J.s to J.ncrease Malay part1oJ.patJ.on J.n

commerce and J.ndustry, but th1S J.S d1ffJ.cult because for a

long tJ.me the Malays have been leadJ.ng a s1mple IJ.fe. They

had no 1nterest J.n ~a1ness and were satlsfJ.ed wJ.th a regular

1noome.,,33

The root cause of economJ.o 1mbalances between the

Malays and the Ch1nese may be traced to the practJ.cal exclu

S10n - through soclal, cultural, geograph1cal and 1nst~tuti~al

faotors - of the Malays from the Ch1nese apprent1oeshJ.p system

1n small-scale busJ.nesses. Attempts at redress1ng these 1mba

lances by preferent1al employment ~n the publJ.c sector may have

had the effect of reduclng the chances of breaklng the V1C10US

clrele, and the process of the educat10n of Malays may have
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taken ~ts ~mpulse from the pattern of employment. All these

factors seem to re~nforce one another to perpetuate the

~mbalances.

III. EDUCATION AND ENTREPRENEURSHIP

Wh1le a great deal of research has been done to

demonstrate the pos1t1ve correlat10n between formal eduoat1on

and eoonom10 development, there has been a dearth of documen

tary eV1dence on the oausal relat10nsh1p between educat~on

and entrepreneursh1p, and whatever ~nformat10n there 16 seems

h1ghly 1nconcluslve. Reoent stud~es suggest that some people

have been successful entrepreneurs desp1te the fact that they

had very llttle formal eduoatlon. For example, a study by

Papanek34 of 1ndustr~al entrepreneurs In Paklstan shows that

one th1rd of lndustrlal 1nvestment was 1n the hands of people

who probably had no formal schoollng at all, but who obta1ned

thelr lnformal educatlon from thelr buslness-or1ented fam1l1es.

In thlS case, the lack of educatlon appeared to be no hand1cap

at all to suocessful buslness performanoe. The poorly eduoated

1ndustr1al~sts d1d Just as well as the better educated ones

whether they ran a large or a small f1rm, although wlth larger

and more oomplex enterprlses educatlon should become more

1mportant. Industrlallsts wlth llttle or no formal educatlon

could successfully run large buslnesses because they were able
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to leave the techn~cal and adm1n~strat~ve deta~ls to manage

ment experts whom they h~red, wh~le concentrat~ng on th~ngs

wh~ch they could do well - organ~s~ng cap~tal and mak1ng

bus~ne6s contacts.

Another study by F~nney35 of a pr~m~t~ve tr~be w1th

stone age technology 1n the Eastern H1ghlands of New GU1nea

shows that the people (referred to, for conven~ence, as

Gorokans) are d~6plaY1ng an extraord1nary capac~ty to mob111se

cap1tal and launch new enterpr~~es S1nce com1ng ~nto contact

w1th Austra11ans who prov~ded the ~n~t1al econom1C st~mulus.

The phenomenon, 111ustrated v1v~dly by deta1led accounts of

the1r econom1C act~v1t1es, ~s all the more amaz1ng beoause,

unt1l the late 1940's, the Gorokans had been 1solated from

other peoples.

In Ma1ays~a, many Ch1nese b~s1nessmen who became

m~11~ona1res, began l1fe 1n the country w~th ne1ther eduoatlon

nor oap1tal assets of any k~nd. To say that some entrepreneurs

were successful desp~te the~r lack of educatl0n does not mean

that formal educat10n has no contr~butlon to make to entre

preneursh1p. Muoh depends on what goes 1nto the process of

formal educat1on. The truth of the matter 1S that stud1es

on the causal relat1onsh1p between formal educat10n and

entrepreneursh~p beg~n by ma~ng unwarranted assumpt10ns about

educatlon, expectlng educatlon to do what It was never lntended
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to do. That 1S to say7 much of formal educat10n 16 1n no way

geared to produc1ng entrepreneursh1p. It 1S rather llke

looklng for an atom1c sClent1st 1n an educat10nal system

wh1ch does not teach modern SC1ence.

The fact 16 that there has been no exper~ent to see

lf the essentlal elements of entrepreneurshlp can be ldentlfled

and b~lt lnto the educat10nal currlculum. Slnce entre

preneursh1p lS an actlv1ty as well as a state of m1nd, educat10n

must prov1de those env1xonmental factors wh10h promote

entrepreneux1al actlvltles as well as slmulated cond1t1ons to

test entrepreneur1al Sk111s t 1n the same way as a laboratory

1S neoessary for the tra1nlng of ohemlsts. If entrepreneurs

are seen as key people 1n generat1ng economlC change lead1ng

to larger outputs and hlgher produotlv1ty, then 1t 1S tlme

for educatlonal planners to th1nk about educat10nal programmes

for the stlmulatlon and promotlon of entrepreneurlal talent

In the same way as they try to nurture and advance technlcal

and sC1ent1flc Skllis.

Th1S lS partlcularly lmportant In a soclety where

there may be pockets of "uneoonomlc cultures" where soclal

values and economlC practlces are ant1pathet1c to the growth

of entrepreneurlal talent. If the "hlgh growth" entres 1n a

plural soolety are 1nstltutlonally blased agalnst the entry

and absorptJ.on of: noutgroups", then educatlon may provlde
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an ~mportant clue to breaklng the V1C10US c~rcle of poor

entrepreneurAhlp, low capltal formatlon, low part~clpatlon

rate In economlC development, and low per cap~ta ~ncomes. If

the oonvent~onal functlon of schoollng ~s wldened to lnclude

the promot~on of entrepreneurshlp, lt could add a new and

excltlng d1menslon to the ~nterlocklng relatlonshlp between

educatlon and econOIDlO development.
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