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Abstract

Studies on entrepreneurship intention in Malaysia focused more on postgraduate students than
undergraduate students. The students’ entrepreneurial intention, particularly factors contributing to
the undergraduate students’ decisions not to become entrepreneurs were not well discussed. Small
and Medium Enterprises (SMEs) have long been a positive factor to the improvement of the country's
economy and the nation’s well-being. Although there are many government assistances, there are
still many undergraduate students who choose not to be involved in business or run their own
business. Research on factors hindering the undergraduate students from starting a business while
studying is important as the future working environment largely depends on the enthusiasm, agility,
and creativity of these generations. The objective of this study is to review the entrepreneurship
intention literature within the context of business start-up among university students. This study also
proposes a conceptual model to increase the understanding of the factors hindering undergraduate
students from starting a business while studying. This model, which enhances knowledge of
entrepreneurship intention among undergraduate students, enriches the theory of Psychological
School of Thought and Social Networking Theory in entrepreneurship intention research.

Keywords: Small and Medium Enterprises (SMEs), entrepreneurship intention, entrepreneur, and
undergraduate students

Introduction

Small and Medium Enterprises (SMEs) have long been a contributing factor to the improvement of
the country's economy and the nation’s well-being (Hoelscher and Elango 2012; Hatten 2006).
Developing countries face poverty, unbalanced development, and unemployment, and among these
problems, unemployment is the most blazing problem (Dev and Mahajan 2003). To increase the
national economy, new enterprises are crucial in generating national income and creating jobs.
Ninety-seven percent of the business foundations in Malaysia are small and medium enterprises, it
represents sixty-five percent of the country’s employment (Malaysian SMEs 2017). Based on the
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Eleventh Malaysian Plan (11MP), the development of small and medium enterprises has become one
of the government concerns (Malaysian SMEs 2017) with the aim to enhance the contribution of
small and medium enterprises to the Malaysian economy by 2020. Students’ project components and
entrepreneurship at university level becomes an initial platform in Malaysia in providing financial and
non-financial assistance to the students; this include government funding, physical infrastructure,
and business advisory services (Manjit et al. 2011). According to the Malaysian SMEs (2017), the
government has used various approaches to support the youth in entrepreneurial activities such as
providing bank credits, business access to funding (capital) with a specific end goal to influence
students’ career options. Other than that, industry trainings from different enterprise programmes
were also offered to the undergraduate students to exploit untapped business opportunity (Olugbola
2017). Although there are many government assistances, there are still many undergraduate
students who choose not to be involved in business or start their own businesses. This trend affects
the initial number entrepreneurship activities in Malaysia which is lower than the other parts of the
developing countries (Zamberi-Ahmad and Xavier 2012). This problem causes unemployment among
graduates and one of the solutions is them to create their own jobs or start their own businesses
(Singh Sandhu et al. 2011). On the issue of student’s intention to start a business, uncertain global
business environment presents new challenges and opportunities to small and medium enterprises
(Radzietal. 2017). Furthermore, it is essential to focus more on the undergraduate students as future
working environment largely depends on the enthusiasm, agility, and creativity of these generations
(Kvedaraite 2014). Banerji et al. (2014) found that in the aftermath of the Global Financial Crisis (GFC),
the global youth population has been negatively affected by the deep recession, the ensuing
environment of prolonged and shallow economic recovery and lackluster job growth. As for Malaysia,
the youth unemployment rate in the country reached 11 percent in 2015, more than three times
higher than the national unemployment rate of 3 percent (Dian-Hikmah and Mahyuddin 2016). In the
qguest of developing a national economy, the goal is to reduce the unemployment rate especially
among the youth (Kuriakose and Joseph 2015). Undergraduate students at Malaysian public
universities were chosen due to the university’s plan to develop more entrepreneurial activities to
assist small and medium enterprise to achieve international standards. To align with the government
agenda on the development of entrepreneurship in Malaysia (Manjit et al. 2011), universities
encourage the students to create new start-ups. In turn, universities would provide consultancy and
advisory in the areas of finance, business and business model for its staffs and students who are
engaged in the entrepreneurial activities and programmes that are related to innovation and
technology. The undergraduate who want to start a business, however, should have the intention to
do so; this is one of the essential processes (Lee and Wong 2004). Previous studies on
entrepreneurship intention emphasized mainly on the postgraduate students (Tucker and Selcuk
2009; Trivedi 2017; Laily et al. 2017) than the undergraduate students. Research on entrepreneurship
intention among undergraduates, particularly the factors hindering student’s intention to start a
business while studying is important to understand their needs in creating their own jobs and meeting
job satisfaction (Kerr and Armstrong-Stassen 2011). To remedy this gap, there is a need to focus on
the factors that hinder the undergraduates to become entrepreneurs albeit various government’s
supports. Such outcomes are important especially in emerging economy context (Smallbone et al.
2014). The objective of this study is to review the entrepreneurship intention literature within the
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context of business start-up among university students. This study then proposes a conceptual model
to increase the understanding of the factors hindering undergraduate students from starting a
business while studying.

Literature Review

Entrepreneurship Intention

Research on entrepreneurship intention gains interest of the researchers in the field due to its
importance to the development and the creation of new businesses for many countries including
Malaysia (Michael et al. 2016; Francisco and Alain 2015; Rauch and Hulsink 2015; Merle et al. 2014;
Sivarajah and Achchuthan 2013). Intentions play a big role in the decision to start a new business
(Ozaralli and Rivenburgh 2016). Desire also occupies a major place in entrepreneurship (Cardon et al.
2005). According to Luca and Cazan (2011), innovation and creativity are important characteristics
for entrepreneurship. Entrepreneurship intention is the deliberate state of mind that precedes action
and push through in the direction of establishing the business as a target (Shane and Venkataraman
2000). Entrepreneurial intention can also predict involvement among students in entrepreneurship
and explain students’ decisions to start their own businesses (Ariff et al. 2010). Previous studies have
linked individual traits with entrepreneurial intentions (Brandstatter 2011; Solesvik 2014), and
various aspects of leadership (Vecchio 2003). Leadership skill has been associated with attributes
such as individual’s motivation, uncertainty tolerance, and ability to take the risk (Madrigal et al.
2012). Entrepreneurship intention can be defined as the intention and encouragement that a person
has to start a business (Dinis et al. 2013). Other studies define entrepreneurship intention as an
impression of the condition of the mind and prompts individuals to take up independent work as
opposed to being employed (Karimi et al. 2016). In short, entrepreneurship intention is
conceptualized as actions and obligations of individuals who are motivated and encouraged to start
a business (Gerba 2012). Not all undergraduate wants to become an entrepreneur, they have
different opinions in selecting their careers with some choose entrepreneurship as a career and some
go for employment (Aslam and Hasnu 2016). Thus, undergraduate students’ decisions should be
analyzed in order to understand which factors hinder their intentions to start-up a business (Aslam
and Hasnu 2016).

University Support

50 percent of new businesses with less prepared entrepreneurs failed in their first year (Robb and
Fairlie 2006). Based on this fact, it is a very important for young students or entrepreneurs to identify
their interests while still studying at the university to take relevant courses to help them learn on how
to formulate and implement the business strategy (Turker and Selcuk 2009). Apart from the addition
of knowledge about starting a business, university support may also help students plan businesses in
a competitive and volatile economy more effectively (Gelaidan and Abdullateef 2017). On that note,
entrepreneurship education has become a serious matter for course developers, university
administrators, policymakers, and researchers (Kuratko 2005). According to Drucker (1985),
entrepreneurship is a discipline that can be learned. All this require an innovative and creative
individual to start a business to capture a golden opportunity (Wang and Wong 2004; Turker and
Selcuk 2009). The development of student entrepreneurs is important for the development of the
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nation. University-based entrepreneurship education and programmes promise to support a range
of potential entrepreneurial outcomes (Nabi and Lifian 2011; Rideout and Gray 2013) such as
improved students’ knowledge, attitudes and entrepreneurship skills (Greene and Saridakis 2008).
Education is important as it provides exposure and early development of entrepreneurship which can
lead to persistence in the intent of starting a business (DeGeorge et al. 2008). Among the strategies
adopted by the Malaysian Government to develop resilient, competitive and excellent young
entrepreneurs is through education and entrepreneurship trainings (Yusof 2009; Tenth Malaysian
Plan 2006-2010, 2013), implemented holistically to enhance knowledge, skills, and intellectual
capital. Scholars have recognized the importance of entrepreneurship education as it influences
students’ intentions to become entrepreneurs (Franke and Lithje 2004; Schwarz et al. 2009; Packham
et al. 2010). Exploring the real factors responsible for shaping intention of students to start their own
business is fundamental for building the programmes and policies aimed at promoting
entrepreneurial behavior (Frank and Lithje 2004; Bakotil and Kruzili 2010). Saeed et al. (2015) stated
that knowledge regarding entrepreneurship is central and very important to student
entrepreneurship. Other researchers also argued that university plays important roles in providing
entrepreneurship education to students. Various trainings and supports have been recognized as one
of the motivation factors for entrepreneurship intention among university students (Zhao et al.
2005). This concur with previous studies that early education-related entrepreneurship at university
level is effective to positively influence the student’s feeling to start a new venture (Martin et al.
2013).

Government Mission to Attract More Potential Entrepreneurs in Malaysia

Some programmes are organized under government agencies with funds available to those who want
to start a business or expand their current businesses. Soft Loan Schemes for Service Sector (SLSSS)
offers financing assistance for start-ups or new companies’ expansions, upgrading and diversifying
existing services by increasing productivity and efficiency in service delivery. Soft Loan Schemes for
SMEs (SMSMs) help SMEs operating on unlicensed premises to transfer their businesses to licensed
industrial or licensed premises and assist these businesses in terms of improving their
competitiveness, efficiency, and productivity through the implementation of Information and
Communication Technologies (ICT) in business management and operations. The Graduate
Entrepreneur Fund (GEF) is a special fund offering to Malaysian graduates to venture into
entrepreneurship. Young Entrepreneurs Fund is to attract more young people aged 18-30 years to
apply for funding to start a business. Bumiputera Enterprise Enhancement Programme (BEEP) aims
to develop the potential Bumiputra small and medium businesses through aid packages including
financial assistance and advisory services. SME Emergency Fund (SMEEF) is established to assist small
and medium enterprises (SMEs) which adversely affected by natural disasters. This Fund provides
soft loan financing for purchases of machinery and equipment, refurbishment of premises and
working capital requirements such as purchases of raw materials and consumables. Business Start-
Up Fund (BSF) is responsible for facilitating the growth of technology entrepreneurs and new start-
ups. TEKUN financing offers funding, entrepreneurial information and business opportunities from
micro to small and medium businesses (SMEs) with the aim of developing an efficient, innovative and
progressive entrepreneurial community. TEKUN financing offers microfinance facilities for working

459



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES

Vol. 9, No. 1, Jan, 2019, E-ISSN: 2222-6990 © 2019 HRMARS

capital requirements to help small Bumiputera entrepreneurs in the implementation of new
businesses and existing projects. In the Tenth Malaysia Plan, the government is committed to
developing creativity through such businesses to stimulate entrepreneurship, applying elements of
innovation in the school curriculum, focusing on research and development (R&D) and increasing the
availability of risk capital (Tenth Malaysian Plan 2006-2010, 2013). The government provides bigger
funding for venture capital especially based on Mudharabah (risk sharing) through joint investment
with the private sector. The government increases R&D spending during the 10MP period through
sectoral bigger funds for public and supports business Private Sector R&D (11MP, 2010). In the
Economic Census Report 2016, ninety-eight-point five percent of business establishments in Malaysia
are SMEs. The SME advancement programmes are additionally reinforced in the Eleventh Malaysia
Plan, which is from 2016 to 2020, in accordance with the SME Masterplan targets and towards
accomplishing a high-salary country by 2020 (Malaysia SMEs 2017). The 11MP concentrates on
profitability, development, business, and comprehensiveness. Likewise, to improve monetary
development, new projects are additionally being actualized for the last forty percent of the pyramid
generally including self-employed micro-entrepreneurs to raise their earnings and standard of living
(Malaysian SMEs 2017). This is to guarantee that the nation is progressing into an advanced and
comprehensive country in the genuine sense. The government proceeds to screen and measure the
adequacies and effects of these projects through a results-based approach (SME Report 2016).
Despite the support of all government agencies, the number of students starting a business is still not
much, especially for undergraduates. It is therefore important to examine the factors hindering the
start of business among undergraduates.

Factors Hindering Business Start-up among Undergraduates

In this study, the psychological of thought theory and social networking theory are used to examine
the entrepreneurship intention among undergraduate students at Malaysia public universities.
Entrepreneurial psychological is a piece of the entrepreneurial activity that is vital in planning
procedures to decide the achievement of the association (Dess et al. 1997). According to Churchill
and Lewis (1986), the psychological theoretical context is used more widely to determine one’s
personal measure of entrepreneurship intention. Factors that affect an individual’s decision on
business start-up differ from many aspects (Adrimag and Martins 2004). In this context of the study,
the undergraduate might face few different factors that hinder them from starting a business while
studying although the government has provided financial and non-financial assistance. According to
Ramayah and Harun (2005), one of the difficult weaknesses to start a business is lack of capital access.
In addition, when directly questioned in interviews, potential entrepreneurs said that raising capital
is their principal problem (Blanchflower and Oswald 1998). Ven (2007) revealed that capital is one of
the critical factors which indirectly affect the establishment of new business, and accessibility of
industry or market information that is important to a new business creation. Monetary assets
empower business visionaries to support product development, deploy marketing campaigns, and
recruit and hire capable workers (Huang and Knight 2017). However, financial resources alone are
not enough to build a business (Huang and Knight 2017). Access to partners and consultants or
advisors as a social resource greatly helps in reinforcing business ideas (Coase 1937; Connor and
Prahalad 1996; Grant 1996; Kogut and Zander 1992). Social networks are expected to influence
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entrepreneurial success because they give access to resources (Jenssen and Koenig 2002). According
to Aldrich and Ruef (2006), at least half of the new efforts have fallen in five years, clearly showing
unpredictable entrepreneurial ventures. To reduce the probability of failure, and succeed in
launching a new business, entrepreneurs must secure a diverse set of resources (Van de Ven et al.
1999). Nahapiet and Ghoshal (1998) defined social capital as the “sum of actual and potential
resources embedded within, available through, and derived from the network of relationships
possessed by individuals”. In practice, developing a network that provides or facilitates access to the
necessary business resources that is essential to succeed and achieve the desired results, is often
through a broker (Burt 2005). Vissa (2012) suggests that strong social capital is growing through an
entrepreneurs' network expansion behaviours, which involve reaching out to new friends or contacts
and establishing interpersonal knowledge of them. Entrepreneurs have the greater part of the assets
and abilities to make and develop their ventures (Granovetter 1995). Many researchers believed that
in order to access financial and other resources, entrepreneurs often rely on personal social networks
to facilitate their activities (Granovetter 1985; Granovetter 1995; Jack and Anderson 2002; Greve and
Salaff 2003). More specifically, social networking comprises innovative cross organizations that work
together on ‘the dual mission of financial sustainability and social purpose’ (Doherty et al. 2014).
Other innovative research by Singh Sandhu et al. (2011) also stated that social and organizational
networks are also important for new start-ups. Social networking is an important part of the social
capital of entrepreneurs and it also serves to increase human capital returns such as intellect and
education (Burt 1997). Human and social capital also found to have an impact on small business
performance (Singh Sandhu et al. 2011). Singh Sandhu et al. (2011) reveals that social networking in
Malaysia is an important factor in influencing the small and medium enterprises activities and such
lack of social networking can hinder entrepreneurship intentions. In the Malaysian case, and at the
risk of over-speculation, one might say that on an individual level, attitudes toward new business
creation have been beforehand isolated along racial lines (because of the distinguishing proof of race
with financial action), in spite of the fact that the circumstance is starting to change as the entire of
Malaysian culture starts to modernize and social rebuilding starts to produce results (Ariff and
Syarisa-Yanti 2002). Previous studies have demonstrated that risk and risk-taking capabilities have
been identified as key features of entrepreneurs (Van Praag and Cramer 2001; Hvide and Panos 2014;
Hambock et al. 2017). An individual who starts a business to serve both self-interests and aggregate
interests by addressing unmet social and ecological needs are generally referred to as sustainable
entrepreneurs (Hoogendoorn et al. 2017). Innovative research by Wang and Wong (2004) found out
that fear of risk was a factor affecting the entrepreneurial intention. Additionally, researchers have
argued that different types of entrepreneurs face different types of risks (Shaw and Carter 2007;
Block et al. 2015). For an instant, Shaw and Carter (2007) suggest that social entrepreneurs fear
personal risks of a non-financial type, such as the risk of losing local credibility or their network of
personal relationships. According to Hofstede (1980), the society in Malaysia is perceived as having a
high level of uncertainty avoidance. As a result, it can be assumed that Malaysian are risk averse
especially when it comes to entrepreneurship (Hofstede and Bond 1988). It is obvious that the
process of entrepreneurship initiates the demand for work assignments, social obligations and
interpersonal relations (Singh Sandhu et al. 2011). While creating and running new businesses,
individuals are exposed to high level of stress (e.g., unpredictable environments, rapid change,
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personal responsibility for others, work overload) (Baron et al. 2016). The uncertain or unknowns
pose anxiety that puts pressure on many people, contrary to the universal fear caused by known or
understood threats (Singh Sandhu et al. 2011). High level of stress may interfere with entrepreneurs’
capacity to perform several tasks crucial to the success of their new ventures (Baron et al. 2016).
Henderson and Robertson (1999) found that students who did not intend to become entrepreneurs
want to live a family life and assume that entrepreneurship involves too many works. Because
Malaysian society has a high degree of uncertainty avoidance (Hofstede, 1980), Singh Sandhu et al.
(2011) assume that Malaysians are more averse to stress, therefore, they have a high degree of
uncertainty avoidance.

Conceptual Framework

There are many studies on entrepreneurship intention. Numerous factors that will influence
entrepreneurship intention have been discussed individually. This study’s conceptual framework is
developed based on the factors hindering business start-up among undergraduates as discussed
earlier in section 2.4. Lack of resources, lack of social networking, fear of risk and aversion to stress
are among the factors that affect the entrepreneurship intention among the undergraduates. The
conceptual framework for the study is in figure 1.

Lack of Resources

(financial capital, access to markets
and availability of information)

Lack of Social Networking

(human and social capital) Factors Hindering
Undergraduates from Starting
a Business while Studying

Fear of Risk

(risk taking)

Aversion to Stress

(demand for work assignments,
interpersonal relations and social
obligations)

Figure 1: Factors that Hinder Undergraduate from Starting a Business while Studying
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Conclusion and Future Research

Previous researchers have highlighted the need for more research on entrepreneurship intention,
particularly the factors that affect student’s intention to start a business while studying. Manjit et al.
(2011) conducted a study on new business start-up to understand the factors affecting
entrepreneurship intention among postgraduate students in Malaysia and take the knowledge as
part of learning for the business start-up. The issue of lack participation of students in business,
especially the undergraduate students, raises the question of whether entrepreneurship education
at university level is lacking or the government policy needs to be reviewed to inspire students to
take up entrepreneurship. This study builds upon the extant literature on entrepreneurship intention
among students and proposes a conceptual framework to identify the factors hindering the
undergraduate students from starting a business while studying. The study further broadens the
understanding of entrepreneurship intention and the contributing factors that affect the
undergraduate students’ decisions not to become an entrepreneur. Utilizing a qualitative method,
the study could be expanded into the multiple-case study with undergraduate students who have
already started their business while studying. The case study design could increase the understanding
of the reasons why some of the undergraduate students do not want to start a business while
studying, despite having government financial and non-financial supports. The semi-structured
interviews will be developed and utilized during the in-depth interviews section with the
undergraduate students. This is to ensure that the undergraduate students give the right and full
information regarding their entrepreneurship intention.
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