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I. DEVELOPMENT STRATEGY IN PERSPECTIVE

Wegt Malaysia'ls relatively rapid industrial development
has been made possible by the existence of a pool of middle~
level skilled labour trained mainly outside the formal educa-—
tional system in urban, small-scale operations and under a
traditional apprenticeship system, both of which are predominantly
Chinese. From them have also sprung the majority of local entre-
preneurs. Furthermore, West Malaysia's strategy for economic
development has relied heavily on private enterprise, which has
further stimulated the development of Chinese entreprensurs and

gkilled Chinese labour.

Part of the explanation for Chinese predominance in
middle~level skills and in entrepreneurial activities lies in
the composition of the urban population. The total population
of West Malaysia in 1967-68 was estimated at 7.9 million, of
which 50.65 were Malays, 35.7, were Chinese, 12.3p were Indians,
and the balance were other ethnic groups. Of the total urban
population of about 2.6 million, about 57, were Chinese, with

28, Malays and 135 Indlans.l

The combination of several key factors -- better educa=
tional facilities, better health and living conditions, and the
concentration of industrial estates in the urban areas -- has

given the Chinese an important edge over the Malays in the
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acquisition of skills and in the participation rate in commer-
cial and industrial development. The result has been an im=-
balance of ethnic participation in the country's overall

economic development,

Economic imbalances in a multi-racial society tend to
have a disequilibrating effect on the political process, which
in turn affects the rate and direction of economic development.
This sets off a chain reaction of political, economic and social
forces, with critical repercussions on manpower development, the
cccupational structure of the labour force, and on general

employment.

Develcopment Programmes

Past economic development programmes have not only
failed to bring about a closer economic and social integration
of the Chinese and the Malays, but also had actually widened the
economic imbalances between the two ethnic groups. From time to
time warnings of this danger had been sounded by various erters,2
and indeed the last two five~year plans had programmed for a rapid
economic development of the Malays but mainly in the context of
rural development; with the implicit aim of remedying the
existing economic imbalances. Kconomic planning, however, had

to resolve the conflict between the principle of maximizing

growth and the pragmatism of reducing the ethnic imbalance in
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the economy. In the Second (Malayan) Five-Year Plan, 1961-65,
the allocation of $545 million to agriculiure and land deve-
lopment, as against $17 million to industrial development (out
of a total target public investment of $2,150 m1llion),
suggested that the strategy was for the Government to uplift the
peasant agricultural sector, leaving the industrial sector to
private enterprlse.3 This pattern of public investment was
more or less repeated in the Fairst Malaysia Plan, 1966-70, in
which $1,086.6 million (23.9%) out of a total public investment
target of $4,550 million was earmarked for agriculture and rural
development, while $114.5 million (2.5)) was for aindustrial

4

development.

The main emphasis of the Government's development pro=-
gramme wWas on projects designed to increase productivity and
investment in a widening range of primary and secondary indus—
tries. The chief 1tems of expenditure under M"Agriculiure and
Rural Development" included (a) new land settlement schemes for
the cultivation of oil palm, rubber and other cash cropsj
(b) rubber replanting for small-holders, (c) irrigation and
drainage projects to expand rice cultivation, (d) agricultural
research; and (e) provision of extension services to farmers.
Under "Industrial Development", the development funds were for

(a) the establishment of industrial research facilitiess

(b) the launching of the Federal Industrial Development Authoritys
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(c) the provision of assistance to established public corpora-
tions, such as MIDF (Malaysian Industrial Development Finance)
to enable them to expand their industrial credit activities,
(4) the development of industrial estates; and (e) the strengthen-

ing of MARA (Majlis Amanah Ra'ayat or the Council of Trust for

Indigenous Peoples) to facilitate the expansion of material and
technical assistance for indigenocus (Malay) entrepreneurs
interested in industrial development.5 Of the total of $114.5
million earmarked for "Industrial Development", $70.0 million
was for MARA. In passing, 1t may be mentioned that "Education
and Training" was 1o receive $440.8 million (9.7% of the total),
of which $368.0 million was to be spent on West Malaysia, while
the balance was for Sabah ($27.2 million) and Sarawak ($45.6
million).

In view of the free-enterprise nature of the economy,
the private sector had the main responsibility for accelerating
industrial development. The Government's support to industry
would be concentrated in those areas offering the best possi-
bilities for production which would prove competitive with
imports and where export potentialities were significant.

Beyond providing general incentives, however, Government would
"not attempt to dictate the pattern or the location of industry,

or 1nterfere with industry's choice f production techniques',

but "special encouragement" would be given to (a) industries
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which were labour-intensive; (b) those which utilised domestic
raw materials, (c¢) activities which manufactured capital or

intermediate goods for which extensive markets already existed

or were in prospect, and (d) export 1ndustr1es.6

Clearly this strategy of leaving the industrial sector
largely 1n the hands of private enterprise meant that the
opportunities for investiment would be seized by local Chinese
entreprensurs, either by themselves or in partnership with
foreign investors. Given the fact that the siructure of the
urban labour force was predominantly Chinesey, especially in
middle-level skills, 1t would seem natural that the new indusiries
would be operated mainly by Chinese workers. This, in fact,
appears to be what has happened. Because of the dearth of
middle-level skills among the Malays, the majority who found
employment in the factories were taken on as unskilled or semi~-

skilled workers, with considerably lower pay.

Employment Targets

The First Malaysia Plan estimated that by 1970 there
would be about 460,000 more workers than there were in 1965, and
the employment target was therefore set at providing 460,000
additional jobs so that the unemployment rate of about 6% of

the labour force in 1965 would be lowered to about 5.24 1n 1970.

It was hoped that the agricultural sector and rural development
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schemes would absorb about 70/ of rural youth who would be
entering the labour force during the Plan period. The aim was

to increase physical output by about 20% so that per capita
income would rise sufficiently to make agricultural enterprise
relatively rewarding, and rural life more attractive. Concurrent
with this was the desire to hold the growth of the urban popula-

T

tion, labour force and unemployment to manageable proportions.

The socio~economic survey of households carried out in
1967-68 1n West Malaysia revealed that the active and passive
unemployment8 accounted for about 9% of the labour force, and
about 6% of the working age population. The most significant
features of unemployment weres
(1) Seventy-five percent of the unemployed was between
15 and 24 years of age.9
(11) There was a significant difference in the rate of
active unemployment amongthe Malays (5.8%), the
Chinese {6.9%), and the Indians (10.3%).10
(2112) The active unemployment rate for metropolitan
areas was 10.1%, other urban areas 9. T%hs 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 respectlvely.ll

(2v) In both rural and urban areas, |5, of the active

unemployed fell within the age group 15-~24 years.
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(v) The active unemployment rate by race showed important
differences. In the urban areas the rate for Malays
was 11.7py for Chinese 8.5%, for Indians 12.6%. In the
rural areasy; the rate for each of the three races was
44 T%hy 5.2% and a3 respectlvely.12

(v1) The passive unemployment rate by race showed that in
the urban areas the rate for Malays was 3.3%, for Chinese
1.2%, for Indians 1.9%; and i1n the rural areas the rate
for each of the groups was 2.9, 0.9% and 2.0k

13

respectively.

It can be seen from the above summary that the incidencs
of active unemployment was greater in urban than in rural areas,
and that passive unemployment affected Malays more than other

ethnic groups since 1t was mainly a rural phenomenon.

Bducational Attainments

When the number of unemployed is matched with levels of
educational attainment, an interesting pattern emerges. OFf the

active unemployed in the rural areas, about 60% had no formal

education, and about 64% had only primary schooling. With
higher levels of education, however, the pattern i1s reversed.
About 58% with lower or middle secondary education, 65% with
upper secondary education, and 88% with post-secondary or

14

higher education were found in the urban areas.
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Among the passive unemployed, 83/ had no education at all

or had only primary schooling. The percentage of such persons
was higher (86.3%) 1n rural areas than in urban areas (74.5%)s
About 20% of those with lower or middle secondary education

15

were i1n the urban areas, and about 9% in the rural areas.

Viewed at from a different angle, "lest Malaysia has
made significant gains in the overall literacy rate of the
total population. In 1947 about 31/ of the population aged 6
years and above was literate, in 1957, about 51%; and 1in
1967=-68, about 77% was literate. ® Uhere the labour force
was congerned, while 25.6,0 had no formal education, 56.5, had
primary schooling; 12.2% had lower or middle secondary

17

education, and 1l.7% had post-secondary or higher education.

Since the percentages are unlikely to have changed
significantly during the last three years, or will change
significantly in the near future, the conclusion is that the
25p of 1lliterates will act as a drag on economic development.
Furthermore, the fact that more than 504 of the population
has had only primary schooling means that they will be
excluded from the more sophisticated industries which require

specialised skills, unless there are schemes for on-the-job

or apprenticeship training which will gave them basic technical

and industrial skills. The fact that they form the largest pool
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of human resources underlines the urgency of upgrading their

education and training if they are to make their due contribution

t0 rapid economic development.

Bconomic Development and Political Stability

Compared with most countries in South-East Asia, West
Malaysia's overall unemployment rate of about 9% of the labour
force does not seem i1ntolerable, although 1t 1s disquieting.
Certainly 1n 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 decale. Per
capita 1ncome rose from $845 in 1963 to $1,000 in 1968, and
$1,060 1n 1969. Indicatrons are that 1t will continue to rise

steadily through the 1970's.

In contrast to the story of most developing countries,
West Malaysia's economic achievement to date 1s something of
a miracle brought about by a stable and honest government, a
development—conscious and dedicated administrative service, and

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

business executives, farmers, teachers, technicians or entrepreneurs,
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Yet 1n the midst of apparent prosperity, the worst race
riots in the country's history brnke out in May 1969 in the
capital city of Kuala Lumpur.18 It 1s impossible to measure
the exact sxtent of the damage done to the economy, but the
impact of the riots may be gauged by a drop of more than 2% in
the growth rate of the GNP in 1970, compared with the 9% growth
rate for 1969. However, the political repercussions have been
far more serious than any physical damage to the economy. It
would seem to suggest that economic development in a multi~-
racial society poses a threat to political stability if economic
imbalances between ethnie groups are not rectified, or are
allowed to widen. Although there are no recent statistics to
show the exact nature and the precise extent of the imbalances,
1t 1s generally assumed that the Malays as a community have a

lower per capita income than the Chinese as a group.

With reference to developing countriesy a noted Asian
economist has suggested that national and international insta-
b1lity 1s due not so much to poverty per se as to the realisation
that 1t 1s possible to break out of the vicious circle of
poverty; that the subjective problem of discontent of the poor
with their present economic condition far transcends the
objective problem measured in terms of the absolute level of per

capita income. This stems not only fromthe frustration of their
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high economic expectations, but also from "the psychological
and political drives to raise their national prestige and
obtain equal status with the developed countrles."19 Mutatis
mutandis, the same could be said of the situation in which two
different ethnic groups at differing levels of social and

economic development co~exist within the mame sountry.

The New Economic Policy

At any rate, following the race riots, the Government
announced a new economic policy to deal more effectively with
the unemployment problem, pariicularly amocng youths in the
urban and the rural areas. Among other things, 1t called for
a more aggressive approach to industrialisation, a greater
dispersal of industries 1o smaller towns and the rural areas,
and the adoption of crash programmes to provide the unemployed
youths with training in industrial skills. The new stirategy
would require the Government to take the lead in identifying
feasible prnjects and to mobilise local as well as foreign
capital. These and other approaches would enable the Government
to 1nfluence employment policies so that the employment struc—

ture would reflect the multi-racial composition of the country-zo

The new economic policy has two main objectives. The

first i1s "the eradication of poverty irrespective of race', and
this 1s "a departure from the prsvious belief that the eradica-~

tion of rural native poverty alone would conduce towards national
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unity". The second 1s "the restructuring of society through
the modernisation of rural life, a rapid and balanced growth

of urban activities and, above all, the oreation of a Malay

commerc:ial and industrial community in all categories and at

all levels of operation so that over a period of time -- in

one generation =~ they can be a full partner in the economie

1ife of the nation", 2> (Emphasis added. )

This 1s a major shaft in development policy from what
was followed throughout the 1960's. During the last decade
the approach was for ‘he Government to concentrate on rural
development to raise income levels of the Malays, the majority
of whom were, more or less, encouraged to remain in the rural
areas as farmers and small-holders of rubber or o1l palm
estates. The new policy implies that 1t 1s no longer politically
acceptable to leave the Chinegse and foreign investors to develop
the commercial and industrial sectors. A further implication 1s

that, since Malay entrepreneurs, under a laissez—faire policy,

14 not emerge in any significant numbers in the past, the
current policy i1s to hasten the output of Malay captains of
commerce and industry. It 1s left to be seen how this new
economic policy will be translated into development programmes
1n the Second Malaysia Plan for 1971-75.

Against this background, the apprenticeship system and
the development of entrepreneurial talent in Malaysia may now be

considered within the framework of a multi-racial society.
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II. THE NURTURE OF ENTREPRENEURS

Although much has been written about entrepreneurs
and the importance to economic development, little 1s known
about how or why some societies in certain pericds of time
seem to develop an entrepreneurial class that has the vision
and the ability o make investment deoisions, command capital
and launch a commercial or industrial enterprise. Nor is thers
much information on why ceritain ethnic groups in plural societies
appear to have a larger share of entrepreneurial talent than
others. "Explanations" usually cite cultural factors which
promote entrepreneurship. The classie, of course, 1s
Schumpeter's 1dentification of three basic motives- the urge
to establish a commercial or industrial "empire', with a
family dynasty to rule 1t; the will to overcome the insuper~
able and to prove one's superiority; and the pleasure of
creating something new. These psychological drives are, in
turn, stimulated by environmental variables which include

political stabirlity, the rule of law, a laissez faire economue

policy, spiritual and intellectual liberty, and an all-pervasive
atmosphere of change and progress. All these may explain why
some people become entrepreneurs, but they throw very little

light on how they become successful entrepreneurs.
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The first entrepreneurs of any note in BEuropean
economic history were townspeople who had no inherited titles,
and whose growing wealth and power were not derived from
land ownership. Springing sometimes from the lowest social
order, they were a self-made class who understood and
practised the virtues of thrift and hard-work. From buying
and selling, many turned to manufacturing. Successful artisans
employed apprentices and journeymen, and the more successful
goldsmiths and silversmiths did a little money-lending as a
51de11ne.22 As social mobility was llﬁited, sons tended to
follow in the footsteps of their fathers, and family businesses
sometimes became financial empires, It was this class of
entrepreneurs, with their accumulated wealth and commercial
experience, that helped to launch the Industrial Revolution.

This seems to be the genseral pattern also in most

developing countmes,z3

although entrepreneurs tend to be
identified with certain ethnic groups. In East Africa they
are the Indians and Arabs. In Malaysia, as in many parts of
South~-East Asia, they are mainly the Chinese who have been in
the forefront of economic development. The evidence suggests

that the emergence of entrepreneurship i1s closely linked to

urbanization.
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Urbanisation and Chinese Enterprise

The modern urban centres of Malaysia are largely the
creation of Chinese enterprise under the protective shade of
Bratish admanistration in the heyday of colonial rule. The
British provided the environmental factors which were orucial
to the development of commerce and industry. Although the
vast majority of Chinese i1mmigrants came from a peasant back—
ground, they brought with them commercial expertise and
artisans skills which facilitated the rapid urbanisation of
tin-mining villages which they had carved out of the jungle.
The colenial policy of restricting the alienation of agri-~
cultural land to Chinese had the effect of concentrating them
around the tin-mining areas. The Japanese occupation during
World War II slowed down the rate of urbanisation, and a
severe food shortage forced many Chinese to encroach on larger
areas of government land which they cultivated with the tacat

encouragement of the Japanese authorities.

The post~war Communist rebellion had the unexpected
result of accelerating the urbanization of the Chinese. Sus~
pected of giving support, in cash or kind, to the rebels,
Chinese aguatters were forcibly removed from the rural areas
to "nmew villages" which were established close to, or on the

periphery of, the larger urban centres. To minimize resent—

ment and to promote co-operation with the authorities, the new



- 16 -

villagers were given land for settlement, cash grants for re=-
burlding their homes, and they were provided with piped water,
electricity, paved roadsy; schools and other urban facilities.
This at least partly explains the dramatic increase in the
percentage of the urban population from about 16% in 1947 (the
year before the outbreak of the Communist rebellion) to more
than 32% in 1967-68.24 The important point to note i1s that

57% of the urban popalation i1s Chinese, and 28% 1s Malay.

Right from the start of Malaysia's modern economic
development, the entreprensurs have beenh mainly Chinese,
apart from the Buropean agency houses.25 From tin-mining
throughout the nineteenth century to estate rubber planting
which began at the end of the century, they were the main
1nnovators.26 In fact, there are few commercial or industrial
enterprises which have not been promoted by Chinese entre-
preneurs. Chinese traders in the Straits Settlements supplied
most of the capital for exploiting the tin-mines in the Malay
States, and the wealth from tin-mining was then channelled
into various commercial and manufacturing enterprises. One
of the most important developments in the early twentieth
century was the emergence of Chinese banks which played, and
st1ll play, a crucial role in financing small-gcale Chinese

enterpr1ses.27 Situated 1n and around the urban centres,

often in the "new villages" mentioned above, the smallegcale
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industries provide the facilities for the training of crafte=~
men and a wide range of other skilled workerss. Most important
of all, they are the testing ground of new generations of
entrepreneurs who have been able to move into large-scale
cperations during the last tea years as opportunities for

investment in industrial activities widened.

The Apprenticeship Sysiem

The apprenticeship system agsociated with small-scale
Chinese businesses has been one of the most important means
of producing skilled labour. The small-scale businesses have
traditionally been the repository of skills which the early
immigrants brought with them and which were then transmitted
from father to sony; or from the master craftsman to his appren=—
tices. Generally, the master craftsman 1s eclectic and
pragmatic, open to new 1deas, ready to experiment with new
products and methods of production, and willing to innovate.
In this way much of modern technology introduced by large=-
scale industries is often quickly adopted or adapted to his
needs, and the consequent development of new skills has a
multiplying effect through the apprentices. More importantly,
the open-minded, pragmatic approach to learning new skills and

experimenting with novel methods of work, and the spirait of

innovation are internalised by the apprentices.
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However, while the skills are often highly technical
and sophisticated, the methods of training are haphazard and
frequently inefficient in that there i1s seldom any systematic
instruction given to the apprentices. Often the onus of
learning anything rests on the apprentice. The speed with
which he picks up skills depends upon his own intelligence and
motivation, and upon the whims and fancies of the master
craftsman, whom sometimes deliberately withholds information
on how to develop specific skills, Thais attitude stems from
the traditional Chinese attitude that the best insurance
against retrenchment or unemployment, or competition from
potential rivals, 1s not to divulge all the tricks of one's
trade to apprentices,; especially when they are not of one's
own kith and kain. In this way, special trade secrets and skills

are often handed down from father to son only.28

The recruitment of apprentices follows the traditional
pattern of giving preference to relatives, though not exclu-~
sively so. With urbanization and the weakening of extended-
family ties, kinship obligations of providing employment are
no longer important considerations in selecting apprentices.
In times of labour shortage strangers are taken on as readily
as relatives were recruited formerly. More often than not

apprentices are strangers from the neighbourhood or from the
surrounding district who happen to be loocking for a job.

Generally, no particular qualification is required of the
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apprentice, except a willingness to work hard and a readiness
to learn. Where the work requires physical strength, a
healthy and strong-looking lad 1s preferred to one who looks
sickly.

The vast majority of apprentices are Chinese-educated,
some with a little knowledge of English, but their educational
attainment is seldom above lower secondary schooling. Most of
them have only primary education; and the exceptional few may
have upper secondary education. With the spread of universal
primary education, the completely 1lliterate apprentice is
rare. Although literacy is not absolutely essential o
learning a skill, 1t 1s clearly an advantage since the appren-
t1ce may be called upon to make out simple bills or to read

simple work imstructions,.

In most types of skill training there is hardly any
instruction on theory simply because the master-crafitsman
himself does not have any theoretical training. Indeed many
of the older master-crafismen are 1lliterate or have only a
primary education. While the apprentices generally have a
slightly higher level of educational attainment {primary or
lower secondary) they are seldom proficient enough in English
to give themselves the theoretical training by self-gstudy.

But somehow constant practice through trial and error, they

learn the skills without the benefit of theoretical instruction.
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This 1s perhaps the most serious weakness of the apprentice-
ship system since the absence of a theoretical foundation
limits the apprentice'’s ability to apply his knowledge to

unfamiliar situations,

The more intelligent and ambitious apprentice often
moves from one establishment to another in the same line of
business. When he feels that the master crafisman has nothing
more to teach him, or i1s unwilling to teach whatever he knows,
the apprentice finds another craftsman from whom he thinks
he may learn more. Thus the time taken to master a skill
wi1ll depend upon chance encounters with master-craftsmen,
their level of expertisey, and their willingness or ability to
impart knowledge. Depending on circumstances and the intella-
gence and initiative of the apprentice, 1t may take one to
three years to master a skill in, for example; furniture-

making, motor-repair or electrical wiring.

Many of these small-scale establishments offer board
and lodging of a very spartan kind to the apprentices. During
the first year of training this 1s all they get, plus a new
sult of clothes. The more generous proprietors may give them
a monthly allowance of $10 or $15 for minor luzuries such as
cigarettes or an evening at the local movie theatre. More

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

relatives for a supplementary allowance. In some special cases,



the apprentice has to pay a monthly fee to the proprietor of

a business for the privilege of learning the trade from the
master-craftsman. In this case;, the fee goes towards defraying
the cost of board and lodging. During the initial period of
apprenticeship (six months to a year), the novice peceives no
remuneration as his contribution to output is considered to

be negligidble.

As soon as the apprentice has learnt some basic skills,
he 1s given an informal test in the form of a specific task -
making a table, repairing an automobile engine, for example =
and 1f he passes the test he 1mmediately gets a pay rise, which
1s not only a reward for his success in learning the skills,
but also an inducement for him to remain with the establish-—
ment. In this way, financial incentives act as a spur te
apprentices to learn as fast ag possible., The able ones
graduate quickly from the semi-skilled to the skilled category
of workers. The minimum wage that a skilled worker would
accept 1s about £150 per momth. Depending on the level of
skill and experience, he could earn as much as $400 or more

a month.

Working hours are long (60 hours per week 1is not
uncommon for apprentices) and work-tasks are often tedious.

Among apprentices there is usually a strong spirit of

competition, and the desire to excel and to gqualify as skilled
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workers in the shortest time possible are some of the factors
which make them extremely hard-working. Indeed, industriousness
and frugality form a pervasive ethic which most apprentices
internalise very quickly. To be labelled lazy or spendthrift

1s perhaps the worst punishment an apprenticeship could receive

from the master-craftsman or his peers.

Into this system of apprenticeship 1t 1s seldom possible
for a Malay {or an Indian) to be admitted. Linguistic and
cultural biases and the value-system of these smallescale
businesses act as barriers to the recruitment and training of
non=Chinese. While the Malay may admire the indusiriousnsss
of the Chinese, he 1s likely to find their work ethic somewhat
gtrangey 1f not perverse, and their values alien to his own
outlock. The fact that the two racial groups tend to be
residentially separated is an additional dirfficulty in the
recruitment of Malay apprentices. Thus the geographical and
social distance between Chinese and Malays of similar socio-
eooncmic status reinforces the linguistic and cultural barriers
which have traditionally kept them apart in this form of skill
training. To a large extent the handicap of the Malays in

this context also apply to the Indians,.

To offset the imbalance in the number of Malays with

industrial and technical skills, MARA has begun 1ts own pro-

gramme of technical and vocational training for Malays. Insofar
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as the output of skilled manpower i1s concerned, 1t appears to
be fairly successful, though the per capita cost 1s not known.
It seems reasonable to assume that skilled manpower training
under the apprenticeship system associated with small-scale
Chinese businesses 1is much cheaper, thsugh not necessarily more
efficient, than the formal training scheme under MARA, A much
more important consideration, however, i1s the stimulus to the
emergence of entreprenecurs through the apprenticeship system

in small-gcale businesses.

Small-Scale Business and Entrepreneurs

In the context of rising unemployment among youth,
small=-scale businesses or industries could play a crucial role
in the economic development of developing countries in three

inter-locking ways.

The fairst is that they make possible economies 1in the
use of capital which may be scarce, and may call into being

paprtal that would otherwise not come i1nto existence.

The second 1s that a given amount of capital invested
in small-scale undertakings may provide more employment than
the same amount of capital invested in large-scale industries,
although in the case of the former there i1s also the possibility
that labour productivity may be so low that they cannot compete

29

on equal terms with the lattex,
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The thard 1s that, 1f small-scale businesses are
combined with an organized apprenticeship system, they not
only may provide more employment per unit of capital invested,
but also will accelerate the output of skilled labour at

relatively low cost.

The empirical experience of many countries suggests
that economic growth requires a large number of small changes,
each taking advantage of local opportunities and avarlability
of resources, each reinforcing the other to create new condi-
tions which promote further growth, The dispersal of capital
and spreading wide of entrepreneurial skills are important

aspects of economic development.so

However, the purpose here is not so much to make a
cage for small—-scale undertakings as to focus attention on
their potential in nurturing and bringing forth entrepreneurs
in a siiuation whers economic imbalances between racial or
ethnic groups 1s a potential or an actual source of political
instabilaity. To look at racial imbalances in terms of employ-
ment only is likely to miss the heart of the problem. Outside
the public sector; employment is created largely by private
entreprensurs who are prepared to invest in new enterprises
which will widen employment opportunities. In Malaysia's

context, the economic imbalances stem largely from the scarcity
of Malay entrepreneurs who could mount and manage small-scals

businesses.
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The reagson why the Chinese predominate not only in
commerce and industry but also in skilled middle-level manpowver
1s that they form the bulk of entrepreneurs who, in the majority
of cases, spring from apprentices of one sort or another in
small=scale and often "back-yard" businesses. A carpenter who
learned his trade through apprenticeship may start a furniture
factory of his own, offering employment to many more people,
besides training a new generation of carpenters., From furni-
ture manufacturing, he may branch into contracting in the
building industry. The multiplying effect 1s obvious. One
could provide a long list of examples to 1llustrate the same

argument, but the point is clear.

According to Schumpeter, one of the most important
functions of entrepreneurs i1is to reform or revolutbionise the
pattern of production by exploiting an invention or an untried
technological possibility for producing a new commodity, or
producing an old one in a new way by opening up a new source
of supply of materials, or a new outlet for products; by
reorganising an industry. The entrepreneurial function "does
not essentially consist in erther inventing anything or other-
wlse creating the conditions which the enterprise exploits.
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It consists in getting things done," But the question is,

how does a person become an entrepreneur? What 18 more

important, how does he become a successful entrepreneur”?
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One answer 1is that he has been "tested 1n the rnnumerable
hazards of business competition in the course of which he has
been found to have made more wise decisions than foolish ones
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and has avoided making catastrophic mistakes",

The lack of Malay participation in Malaysia's commer—
cial and industrial development stems from the fact that there
have been few Malay entrepreneurs. The circularity of the
problem 1is obvious. Thoughts on how to break the circular
problem tend to be rather simplistic and are often expressed
in the form of exhortations like the following: " Businessmen
are not born. The Malays must develop that skill themselves.
Government policy 1s to increase Malay participation in
commerce and industry, but this is difficult because for a
long time the Malays have been leading a simple life. They
had no interest in business and were satisfied with a regular
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income. "

The root cause of economic imbalances between the
Malays and the Chinese may be traced to the practical exclu-
sion - through social, cultural, geographical and instituticnal
factors -~ of the Malays from the Chinese appremnticeship system
in small-gscale businesses. Attempts at redressing these imba-
lances by preferential employment in the public sector may have

had the effect of reducing the chances of breaking the vicious

circle, and the process of the education of Malays may have
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taken 1ts impulse from the pattern of employment. All these
factors seem to reinforce one another to perpetuate the

imbalances.

III. EDUCATION AND ENTREPRENEURSHIP

While a great deal of research has been done to
demonstrate the positive correlation between formal education
and economic development, there has been a dearth of documen—-
tary evidence on the causal relationship between education
and entrepreneurship, and whatever information there 1s secems
highly inconclusive. Recent studies suggest that some people
have been successful entreprensurs despite the fact that they
had very little formal education. For example, a study by
Papanek34 of industrial entrepreneurs in Pakistan shows that
one third of industrial investment was in the hands of peopls
who probably had no formal schcoling at all, but who obtained
their informal education from their business-—oriented families,
In this case, the lack of education appeared to be no handicap
at all to successful business performance. The poorly educated
indusitrialists did Just asg well as the better educated ones
whether they ran a large or a small firm, although with larger
and more complex enterprises education should become more

important. Industrizlists with little or no formal education

could successfully run large businesses because they were able
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to leave the technical and administrative details to manage-
ment experts whom they hired, while concentrating on things
which they could do well « organising capital and making

business contacts.

35

Another study by Finney”” of a primitive tribe wath
stone age technology in the Eastern Highlands of New Guinea
ghows that the people (referred to, for convenience, as
Gorokans) are displaying an extraordinary capacity to mobarlise
capital and launch new enterprises since coming into contact
with Australians who provided the initial economic stimulus.
The phenomenon, i1llustrated vivadly by detailed accounts of
their economic activities, 1s all the more amazing because,

until the late 1940's, the Gorokans had been isolated from

other peoples.

In Malaysia, many Chinese businessmen who bhecame
millionaires, began life in the country with neither education
nor capital assets of any kind. To say that some entrepreneurs
were successful despite their lack of education does not mean
that formal education has no contribution to make to entre-
preneurship. Much depends on what goes i1nto the process of
formal education. The truth of the matter i1s that studies
on the causal relationship between formal education and

entrepreneurship begin by making unwarranted assumptions about

education, expecting education to do what 1% was never intended
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to do. That 1s to say, much of formal education is in no way
geared to producing entrepreneurship. It i1s rather like
lookang for an atomic scientist in an educational system

which does not teach modern science.

The fact i1s that there has been no experiment to see
1f the essential elements of entrepreneurship can be i1dentified
and built into the educational curriculum. Since entre—
preneurship i1s an activity as well as a state of mind, education
must provide those environmental factors which promote
entrepreneurial activities as well as simulated condrtions to
test entrepreneurial skills; in the same way as a laboratory
18 necessary for the training of chemists. 1If entrepreneurs
are seen as key people in generating economic change leading
to larger outputs and higher productivity, then i1t is time
for educational planners to think about educational programmes
for the stimulation and promotion of entrepreneurial talent
in the same way as they try to nurture and advance technical

and scientafic skills.

This 1s particularly important in a socirety where
there may be pockets of "“uneconomic cultures" where social
values and economic practices are antipathetic to the growth
of entrepreneurial talent. If the "high growth" entres in a

plural society are institutionally biased against the entry

and absorption of "outgroups", then education may provide
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an important clue to breaking the vicious circle of poor
entrepreneurship, low capital formation, low participation
rate in economic development, and low per capita incomes. If
the conventional function of schooling 1s widened to include
the promotion of entrepreneurship, 1t could add a new and
exciting damension to the interlocking relationship between

education and economic development.
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