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Introduction *

Entrepreneurship policy is fast becoming an emergirea in economic policy development of many
nations that are looking to boost entrepreneuitality in recognition of much evidence that a higkel of
entrepreneurial activity contributes to economiovgh (GEM1999; GEM 2000; Birch 1999; Wennekers
and Thurik 2001). An entrepreneurial policy in exseworks with other sets of development policy to
foster economic growth by establishing an entregpueal economy that is characterized by a knowledge
driven, small-firm dominated and highly dynamic usttial scenario (Audretsch 1999; Gilbert 2004))eT
focus of the entrepreneurship policy is to incretiee supply of entrepreneurs, new businesses and ne
jobs in an environment that is both favorable teibess AND entrepreneurially inclined. The key edain

in creating such an environment is the creatioaroentrepreneurial society that then becomes theeso

of a viable and consistent supply of entreprenefitise future.

As such the entrepreneurial policy looks to mobiliz the economy’s physical, social, human and
knowledge capital to harness entrepreneurial dapitgenerate economic growth from the entreprdaakur
economy. The differentiating factor that sets th@repreneurial policy apart from other economic
development policy is the fact that in focusing aeating an entrepreneurial society and supply of
entrepreneurial talent (capital), the policy isiwidual focused and not entity (firm) focused asdbiest
described as being founded on the notion that ‘itrist the firms but the individuals who do busisies

(Boter, Hjalmarsson, & Lundstrom, 1999).

This paper will attempt to present and discuss argntrepreneurship policy is needed to work riléan
with other SME and industrial development polidiexomplete the movement into a truly entrepreréuri
economy for sustainable economic growth. The lessomd models are from more developed nations
striving towards the same direction but the contéxhis paper is inexplicably the Malaysian ecogam

its drive towards full development.

The Entrepreneurship Policy Realization
Since the early 1990’s, many economies had begarectmgnize entrepreneurship as an emerging area of

economic policy input based on an understandingzathtiagh level of entrepreneurial activity is a tduting

1
The paper presenters acknowledge the contributibtie Doctorate in Business Administration (DB&phort 1
(Entrepreneurship) students for their contributiothis paper
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factor to economic growth and development (Birchggerty, & Parsons, 1999; GEM, 1999; Wennekers &
Thurik, 2001). A review of contemporary empirictlldies on the relationship between entrepreneuiestnip
economic performance bears testimony to this fact farms the basis of entrepreneurship becoming an
increasingly important area of policy developmefity & Armington, 2002; Audretsch & Thurik, 1997,
Curran, 1999; MIER, 2005).

Consequently, over the last decade many nations hagan serious efforts to mobilize entrepreneprishi
their economies. Major economic organizations likee OECD, the European Commission and
APEC(Lundstrom & Stevenson, 2001) have contributedhis movement through reviews of economic
approaches to developing entrepreneurship. The OE@atic Overview of Entrepreneurship and Job
Creation Policies (1995) and the EU'Bostering Entrepreneurship in Europe (1998) are notable evidence of
the serious effort going into realizing the entepurial economy (Lundstrom & Stevenson, 2001).reMo
recently and closer to home is the APECengthening An APEC Entrepreneurial Society (2003) joint
ministerial statement that indicate that government APEC are in full realization of the centralibf
entrepreneurship to Asia-Pacific economic growtls<{&tate-Dept, 2003). In Malaysia, entrepreneurship
made its presence felt at development policy lesedarly as 1991 when the national vision documésion
2020, came onto the scene to launch the natiom&enmio a 30 year plan to become a fully developetibn

by the year 2020. While the Vision 2020 documemtgeeis not regarded as a policy document, itsigtro
reference to entrepreneurship as a social and egomdriving force indicates progressive thinkingtire
nation’s leadership and has impacted on key dewsdop policies including the OPP3 (2000-2010) that
included some references to entrepreneurship aweto development objectives. In spite of thispaiew

of other economic development plans for Malaysianfithe mid 1990’s to the current policy documeratgeh
indicated an almost chilling absence of the wordtrgpreneur’ or ‘entrepreneurship’. The concept of
entrepreneurship may be implied in some cases but witen than not the indication of anything close
entrepreneurship in the nation’s economic developimkan is focused on SME development with parécul
reference to the Bumiputra Commercial and Indus@@mmunity (BCIC) and as a policy thrust to deyelo

linkages within the manufacturing sector developtmen

It is almost criminal that Malaysia’s economic deyenent policy is consciously or unconsciously iagk
this entrepreneurship-specific content but Malaysiaot alone in this malaise. In spite of the izzdion that
entrepreneurship must be a factor in the economieldpment policies of the new age, globalize eoono
many, if not all, the nations seeking to mobilizg&repreneurial vitality in their economies tendltonp
SME-oriented policies together with specific entesyeurship-oriented policies, strategies and measiihe

two concepts of entrepreneurship and SME seem tedagded and treated as one and the same resnltéing
preponderance of SME-oriented policies presumabliatkle both SME and entrepreneurship development
challenges (Gilbert, Audretsch, & McDougall, 20@4ltz-Eaking, 2000; Lundstrom & Stevenson, 2001).

But this scenario is changing evidenced by the grgwiterature on a shift to differentiate between
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entrepreneurship policies and SME policies anchtred to assimilate entrepreneurialism into so@etgrge
with the push for an entrepreneurial culture teatble to generate the supply of entrepreneurssthuaipable
and motivated to realize the full potential of kisnture (Audretsch & Keilbach, 2004b; Bodde & Green
1999; Curran, 1999).

The next section will attempt to provide the badidifferentiating entrepreneurship and SMEs amtchahe
ensuing policies by first discussing briefly soniete key concepts that contribute to the entrepueship-
SME dichotomy.

The Entrepreneurship-SME Dichotomy

One thing must be made clear up front- while em&epurship and SMEs are related they are not
synonymous. To better understand the differencevd®t the two, a brief discussion of entrepreneprshi
SMEs and the emergence of the entrepreneurial etpn® undertaken to provide a background against
which one may better understand the resultant thcig.

Understanding Entrepreneurship

Entrepreneurship became a legitimate field of acaclenquiry at the start of the 1980’s and sinenttihe
body of empirical knowledge regarding this area @pasvn tremendously (Byrave & Hofer, 1991). Key
concepts emerging from the literature encompassdheept of the entrepreneur (individual, behasiad
traits), the entrepreneurial process and more tlggeentrepreneurial capital (Audretsch & Keilbach,
2004a, 2004b). While the body of knowledge has gr@wce Schumpeter's (1934) ground breaking
seminal work on entrepreneurs was produced, thiireesnains a key area of enquiry within this Gedf
study that defies consensus. The study of entreprship till today still lacks a universally acoegt
scientific definition and is very much open to mmetation according to the focus of the study atch
(Bygrave, 1989; Sexton & Landstrom, 2000; Virtan&d97). In spite of this the literature does aghed
there are key elements that are inexplicably aatetiwith entrepreneurship. Sexton and Landstrom
(2000) in their review of entrepreneurship pointg that different definitions in this area of acaiie
enquiry tends to revolve around the individual aspthe innovative aspect, the commercial orieatati
aspect and business behavior. It is understoodwthié definitions of entrepreneurship will haveatar
more of the mentioned aspects as part of a worltefgnition, all the definitions will have one aspég

common theindividual.

In conceptualizing entrepreneurship, the conceperagfepreneur (the individual actor in the markst)
combined with the concept of being entrepreneuti@havior in the market) to give rise to an
entrepreneurial process (combines time dimensiadh Wwehavior in the market) towards achieving an

outcome (creation of value) (Virtanen, 1997). Thaib premise of the entrepreneur has always bedn th
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the individual is self-employed and in differenfges of starting, managing and growing their own
business. Over time the concept of the entreprehasrextended beyond the business entity criteria t
cover individuals who are ‘want-to-be’ or nascentrepreneurs (persons who are currently in thega®c

of trying to start up a business but do not owruairess entity as yet) (Audretsch & Keilbach, 2Q04a
GEM, 2000; Wennekers, Stel, Thurik, & Reynolds, 208nd corporate entrepreneurs or intrapreneurs who
exhibit entrepreneurial behavior within a corporhtesiness environment (without the ownership factor
(Dollinger, 2003; Kuratko & Welsch, 2004). In be®vethese extremes one can find the sector specific
entrepreneur types (e.g. micro entrepreneurs, tdopy entrepreneurs, lifestyle entrepreneurs) awtiale

host of other tags that denote specific typificasio In light of this expansion of the scope of
entrepreneurship and types of entrepreneurs, Lammdsand Stevenson (2001) suggests that rather than
focus on attaching adjectives to the word entreguero try to differentiate different types, the nmo
important consideration would be to recognize thieerdity of entrepreneurship, the dynamism of

entrepreneurial process and that people ‘becomegmmeneurs and develop over time.

Furthermore, a review by Stevenson (1989) of therdiure on entrepreneurial process point to the
compelling conclusion that the individual is maikeely to become an entrepreneur if they are awéatben
option and sees it as an option accepted or ewva@redeby the society at large; if they feel thatithattempt

to pursue a business idea will gain support arlleif are confident of their own capability to ceeand
grow a business enterprise. Interestingly, thiserevformed part of the evidence for the Atlanticn@da
government impetus into an entrepreneurship patic990 (Lundstrom & Stevenson, 2001; Stevenson,
1989)

Audrestch & Keilbach (2004) added an important eletrio the entrepreneurship- based concepts wiegn th
introduced the concept of entrepreneurial capifatrepreneurial capital in the economic contexdden as
another driver of economic growth in addition te #xisting accepted drivers consisting of physiegiital,
human capital and knowledge capital. In this cantemtrepreneurial capital of an economy is takeméan
“a milieu of agents’ (Audretsch & Keilbach, 2004aking part in as well being conducive to the doeabf
new firms. The reference to ‘agents’ here is noitkd to entrepreneurs who take the risk of crgatimew
venture but extends to individuals in broad suppbiicture such as bankers and venture capitaliatedl as

the society at large that contributes to a sodeéptance of entrepreneurial behavior.

Understanding the Small & Medium Enterprise (SME)

Small and medium enterprises gained momentum as@momic development force around the end of the
last century when economies that were used to emjdhe prosperity of the post-war era came faee-to
face with stagnating economic growth and a persistehigh unemployment levels (Audretsch &
Keilbach, 2004b; Lundstrom & Stevenson, 2001). Baw this time, a US study by Birch (1979) marked a

turning point for economies that had traditiondtigused on large industry for its economic growtd @b
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creation. In the study, Birch (1979) reported ti8tsmall firms were actually able to create motsjthan
their larger counterparts. More studies supportiregsmall (and later medium) enterprise prowegshn
creation inevitably lead to many nations producaglethora of SME directed policies to encourage
entrepreneurship and innovation that are seen g loentral to the creative process in the economy
particularly in terms of promoting growth, increagiproductivity and creating jobs. This was to be t
point where the concepts of entrepreneurship, owsiness ownership and the share of smallness in

industries started to be linked to economic (Bifk$i79).

Unlike the concept of entrepreneurship, the SMBigh easier to quantify and is often defined byyver
quantitative parameters such as employment size sates turnover. The study by Lundstrom and
Stevenson (2001) of 10 economies around the wbddvghat almost all the nations use employment size
to define SMEs. Malaysia’s definition is detailgay the least with SMEs being identified by the hanof

full time employees or annual sales turnover. Tafindtion identifies the SMEs by size (micro, small
medium) and have different thresholds for employtrere and sales turnover for three key sectors-
manufacturing (including agro-based and manufaagurélated services), primary agriculture and sewvi
(including ICT) (Bank-Negara-Malaysia, 2004b). V¢hthe definitions are helpful to say what constisut
an SME in a particular economy, the usefulnessuch sdefinitions to policymakers in their efforts to
develop, install and evaluate policies for SMEdésng questioned by studies that indicate that ikey
really too little research done in this aspect tpport the use of such definitions to guide policy
development (Aldrich & Fiol, 1994; Boter et al., 99 Lundstrom & Stevenson, 2001).

The Shift Into An Entrepreneurial Economy

The managed economy that emerged as a post-wangnger to economic prosperity was characterized by
stability, continuity and homogeneity that was eefed in public policies focused on government
ownership of private enterprise, emphasis on réigulaand antitrust instruments. While the particula
emphasis or instrument used varied across econmgions or countries, they all had a common, almost
singular concern — how can society reap the benefitarge corporations in a oligopolistic settingile

still being able to restrict and restrain the dogposed by the concentration of economic powertlief
large corporations)? This singular policy approatithe managed economy or ‘managed capitalism’
thrived for a good part of the last century by feiog on relative certainties of economic outputslenap
mainly of manufactured goods with inputs consistinginly of land, labor and capital. The element of
economic concentration (in large industries) anplatation of scale economies were paramount is thi

managed economy era (Audretsch & Keilbach, 2004a)

Then around the late 1970’s the economies the wawd, particularly in Western Europe and the Uhite
Kingdom, began to feel the impact of growing ecoimstagnation and rising unemployment. Large firms

were subjected to massive downsizing and restingtuand entrepreneurship has been rediscovered
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(Carree, Van Stel, Thurik, & Wennekers, 2001). €hgirical evidence documenting the shift in ecorsomi
activity indicated a moving away from large firnts¢mall and often young enterprises (Acs, Carls&on,
Karlsson, 1999). The flexibility of the small firmsere showing evidence to result in competitive
advantage and this encouraged start-up rates offin@a in many economies. Consequently, the role of
the entrepreneur became increasingly important diffitult to ignore. The age of the entrepreneurial
economy had been established (Audrest & Keilbagd4a ).

Symptomatic of the shift into an entrepreneuriabremmy is reflected in, among others, the increased
importance of knowledge, innovation and the incedaole of new and small firms (Curran, 1999). The
entrepreneurial economy proved the perfect spawghogind for flexible, more high-risk taking small
firms that embraced the information and Internebhation to make it their comparative advantagerove
large firms that were slower to pick up on the gemtaking place. Even firm failure is viewed sasran
externality of learning and accompanies the prooésgarch for new ideas that marks the basic Eewi
the entrepreneurial economy that thrives on flditjhichange and turbulence. Failure is not feabed
rather it is embraced as a necessary componenndwvi&dge building and economic comparative
advantage (Audretsch & Thurik, 1997). The entrepueial economy is here to stay and the elemernttseof
entrepreneur

(individual) and the small firm (entity) has becomereasingly important to policy development saas

enable an economy to harness the best growth gpitiom the new economy.

From the brief discussion above regarding the qmscef entrepreneurship, SMEs and the shift to
entrepreneurial economy, the discussion next tiartise differences in entrepreneurship policies SNtE
policies and why an entrepreneurship policy is ssas/ for sustainable economic growth in an

entrepreneurial economy.

The Need for an Entrepreneurship Policy

Dennis De (2001) in contributing to the literatume entrepreneurship policy points out that duehto t
seemingly ambiguous nature of entrepreneurshipigtdighted by an absence of a clear-cut concept of
entrepreneurship, governments tend to revert torttwe structure concept of SME to base their ecamom
policies. Apart from the Atlantic region in Canatiet adopted an entrepreneurship policy approach in
1990 (Lundstrom & Stevenson, 2001) most others oelythe SME structure instead. In doing so, this
nations have chosen to focus on SME policies thaeta general intend to strengthen the existing bés
small enterprises by ensuring that they can comipetiee marketplace and is not prejudiced due &ir th
small size relative to large firms (Lundstrom & B8tason, 2001). A review of the policy frameworkstie

EU, OECD and APEC show that the common priorityniee are to improve financing, information,
market opportunities, skilled labor force, managetevelopment, encouraging R&D and technological

development and reducing regulatory and legislativstacles (Lundstrom & Stevenson, 2001). What all
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this constitutes are components of the demand sfdeconomic development in an entrepreneurial
economy (Wennekers & Thurik, 2001).

In ensuring a truly vibrant and sustainable engepurial economy, the supply side is just as ingport
The supply side perspective focuses on the numbgreople who have the motivation, the financial
capabilities and the skills to (successfully) ldumcnew business entity (Wennekers & Thurik, 200hg
components that are central to the supply persgeofieconomic development then shifts to the iildial

(as opposed to focus on the entity in the demate SME policies) and how to the policies here can
successfully propagate a supply of individuals tiraefer business ownership over wage employmentand
general propensity of the society to gravitate tasabusiness ownership. The primary elements that
determine if the supply side objective of contribgtto entrepreneurship capital is achievable idelthe
demographic composition of the population (suclages, ethnic composition, religion), the capabitaf
individuals and their attitudes or preferences tweaentrepreneurship. The supply side relies heawil
education to build entrepreneurial capabilities amclinations; on cultural capital to create a stai
desirability towards business ownership and ridénta (including availability of role models) and on
institutional frameworks (including general institins and specific policy measures) that aid the
individual’s (often implicit)

assessment of the financial and non-pecuniary dswvand risks of business ownership (over wage
employment). Lunstrom and Stevenson (2001) summahe supply side economy as needing policy
initiatives that focus on the individual motivatioskills and opportunity structure. While the dehaide

economy is addressed by SME oriented policiesstipply side needs an entrepreneurship policy.

Comparing Entrepreneurship Policy and SME Policy

Lunstrom and Stevenson (2001) in their empiricaflkvon entrepreneurship policy for the future have
suggested that a comparison of entrepreneurship SiMiE policies point to three major areas of
comparison. The areas cover the focus on individuarsus firms (entities); focus on pre-start-up
(entrepreneurship development) versus post-sta(buginess development) and finally, a broad veesus
narrow definition of which institutional structurg® into the support environment. Table 1 belovans
adaptation of the Lundstrom & Stevenson (2001) ammspn of differences between the two forms of

policies using a selected feature comparison petispe

Simply put, the comparison confirms that the “...repteneurship policy is oriented more towards the
individuals and individual behavior and small besis policy more towards SMEs as entities” (Lunst8&m
Stevenson, 2001). If one were to accept the bagiomthat it is “not the firms but the individualho do
business™ (Boter et al., 1999) then an entrepuestep policy is needed to supply that all impottan

entrepreneurial capital and to act in complemett ®ME policies and industrial development policies
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Table 1: A Comparison of SME policy versus Entrepraeurship Policy Features

Feature SME Policy Entrepreneurship Policy
Objective Firm growth, productivity Motivate more new entrepeurs
Target Existing firms, business entities Nascent entreguiesi new start-

ups, individuals

Targeting ‘pick winners’ (i.e. growth sector| General population, subsets (i.e
firms) women, youth)

Client Group ‘Existing’ (easy to identify) ‘Nascent’ (difficulio identify)

Levers Direct financial incentives Non-financial, business support
(loans, guarantees) (education, networks, counseling)

Focus Favourable business environmenEntrepreneurial culture (encourage

(encourage business growth) entrepreneurship)

Delivery System Well-established Many new players, need oriental
Approach Generally passive Pro-active outreach

Results Orientation More immediate (less than 4 year®)ore long term (can take longer
Consultation SME associations Forums generally do not exist

Source: Adapted from Lunstrom & Stevenson,2001, Entrepreneurship Policy for the Future, Vol 1, Svedish

Foundation for Small Business Research

Dennis De (2001) in his work on fostering entrepreship points out that when policy makers talk of
fostering entrepreneurship in view of economic cetitiyeness and growth they are not looking to aegal
entrepreneurship culture or climate building pecipe. Rather the focus is strongly on innovatiod hence
entrepreneurship becomes a focus on innovativegnetneurs and start-ups that is taken to be synouaym
with high growth potential and growth. Since inntiweness can be difficult to pinpoint, policy ditien
have taken to focusing on specific new sectors sisclCT and biotechnology (De, 2001). This apprdach
similar to what Lundstrom and Stevenson (2001)rriefeas ‘picking winners’, a propensity to pick imdual

growth firms or sectors. The danger with this applg whether consciously or unconsciously, is tu$atoo
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specifically on start-ups in certain sectors rathiesan in general and therefore overlook innovative
entrepreneurs elsewhere in the economic systenortungtely, the impact on the entrepreneurial eogno
supply side, particularly the nascent entreprenandsstart-ups, will be a lack of support, oppaitiuor an
even playing field while the demand side opporfasiand support system will be focused on too maao

base to sustain continuous economic growth.

Is the situation in Malaysia any better or anyeti#t than what has been discussed thus far? khesewion

looks at the Malaysian policy environment for cltefow the nation treats entrepreneurship devesopm

The Malaysian Policy Environment for Fostering Entrepreneurship

As pointed out earlier in this paper, Malaysia tzce pride in being one of the earliest develogognomies

to recognize the need for entrepreneurship asvardof growth. The Vision 2020 visualizes a develband
industrialized Malaysia as, among other things “n.eatrepreneurial economy that is self-reliantywaut
looking and enterprising....” (Mahathir, 1991). Thatinonal vision statement makes further referenoes t
entrepreneurship in national economic developmentstbessing the necessity to hone the people of

Malaysia's ‘....achievement motivation, (their) atte towards excellence and the fostering of the
entrepreneurial spirit” . The vision statement wamgressive enough to recognize the link between
entrepreneurship development and education whetated, “We cannot afford to neglect the imporgaot
entrepreneurship and entrepreneurship developméith goes beyond training and education”.

But as the document progresses, some confusianvalsith comes first, SME’s (or SMls as they aremnefd

to in the document) or entrepreneurship becomeseatii In one instance the SMEs are implicated agbe
the “... spawning ground for the birth of tomorrowestrepreneurs “ and yet in another instance therstnt
made is that ‘.. the attempt to rapidly develop smmall and medium must be driven by the entermfsaur
entrepreneurs” thus implying that there is a né®da pool of entrepreneurs to drive the SME sector
development. So it would seem that from the alleemgassing national vision statement one can d#iect
early signs of a nation preparing to go head lartg the entrepreneurial (knowledge) economy with th

indisputable baggage of the entrepreneurship-SMBEotibmy issue.

Having said that, the Vision 2020 is still a renably far-sighted vision statement that had an oltldat
were supposed to be translated into policies féional economic development. A review of the enguin
national development policies indicate that theegreneurial emphasis of the Vision 2020 is balyickist

in translation’ and instead emerges as a preponderaf SME-oriented policies. A basic content asiglyor
entrepreneurship focused objectives or strategiewarrious policy documents produced disconcerting
findings. From first tier’ policies, like the 10ear Outline Perspective Plans (OPP), to ‘secomdp@icies,
namely the 5 year Malaysia Plans, to ‘third tieolipies that target specific sectors or functiolile the

National Education Policy, the National Agriculti?&an and the Financial Sector Master Plan, thisatidn
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is that the Malaysian development policies are evetbping the SMEs and not entrepreneurship. Elen t
word ‘entrepreneur’ and ‘entrepreneurship’ is hiardome by in these policy documents. The mosteafse

to these entrepreneurship related terms in anylesipglicy document must be the OPP3 (2000-2010)
document that targets national economic developrakmig the lines of the knowledge based society and
ultra competitive global economic sustainability.

All this can be attributed to a simple semantichpem or even a conceptual glitz rather than a pdlicust
shortfall. Could it be that Malaysia actually meaosievelop entrepreneurship but lumps it all urgiste
development instead? It would not be a unique oeoge as the Lundstrom and Stevenson (2001) résearc
shows. The review of entrepreneurship policiesdimations show that there is a general confusionawnto
differentiate SME policy from entrepreneurship pglthat result in the two policies being part of tame
‘soup’ (Lundstrom & Stevenson, 2001). But the statho points out that there is a general trend taoshift
towards clarifying the differences, actually deyebnd introduce an integrated entrepreneurshigypelith
some governments being further along the road agpared to others. Should we (Malaysia) not also go
down that road of enhancing entrepreneurship bkihgpto clarifying and introducing an entreprendijps

policy?

Initially there have been indications of us doingtjthat. The evidence may well be the APEC SME
Ministers meeting in 2003 where Malaysia particoband the Ministers issued a joint statementdfassed
the need for a vibrant “entrepreneurial society’bamg central to the growth of the APEC econonfi¢S-
State-Dept, 2003). More interestingly is that thénisters agreed that key factors for strengthening
entrepreneurship include a favorable policy envitent, education and training, and innovation whid &im

of ‘enabling individuals and would-be entrepreneto'scomprehend changes in their national and global
economies and identify business opportunities” &t&te-Dept, 2003). Further the ministers emphadizad

“ culture is an important determinant of entrepreiad spirit” and that policy makers are in parspensible

for fostering an environment conducive to the giowft that entrepreneurial spirit. Such clarity isryw
encouraging indeed for APEC in general and Malagpiifically. Unfortunately, it has been 3 yedres
and the enthusiasm and clarity displayed at th&t isebeginning to look like more rhetoric tharealrintent

to promote entrepreneurship.

Granted that we are one of the few nations in thddaxto have a full government ministry that is gage to
handle entrepreneur development and another goestnagency looking to small and medium industries
development and now we have a national level cbloaking to SME development. We are even looking t
inculcating entrepreneurship into the educationesysand in 2006 we will see a national blueprintévelop
SMEs as well as a national budget with provisiofutther strengthen SME growth but what witherthéise
efforts if that one crucial and separate entrepresiep policy that must guide, oriented and coatinthe

national efforts to foster entrepreneurship culamd capital with that all important focus on thdividual is
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still missing. Malaysia can do this albeit a litjeidance from what is being used as the undenpgsnof

similar entrepreneurship policy efforts from othetions.

The next section looks to introducing a model ofregreneurship policy, the parameters and how the
entrepreneurship policy works together with SME andustrial structure policies to drive a fully
entrepreneurial economy.

Structuring An Entrepreneurship Policy

The entrepreneurship model and structure presentdds paper relies heavily on the empirical wodfs
Lundstrom and Stevenson (2001) as it is preseatpnded as one of the most thoroughly researchswork
on entrepreneurship policies. The policy strucauggested by Lundstrom and Stevenson (2001) islbase
on their empirical findings and as such offers # gunded model that is applicable in many ecoigem
with specific adjustments according to suit pafdcunation emphasis. This paper contends that an
understanding of this model will provide Malaysid&hwan important lead into how an entrepreneurship
policy can be clarified, structured and integrated the existing national development context.dvweing

the Lundstrom and Stevenson (2001) model, strugjuof an entrepreneurship policy needs to take into
account the basic foundations of the policy, thénd®n and parameters of the policy and the polic

measures.

The Entrepreneurship Policy Foundation

Earlier in the paper it was pointed out that amegareneurship policy is basically individual ceetérThat
point of the policy is to provide the most compwsilienvironment for that individual to become an
entrepreneur hence contributing to the supply dfepneneurial capital. The literature reviewed iearl
indicated that for an individual to most likely lo&ee an entrepreneur, he must 1) be aware of thenopt
and sees it as an option accepted or even desirdtlsociety at large; 2) feel that their attetopgpursue

a business idea will gain support and 3) are cenfidf their own capability to create and grow aibess
enterprise. Lundstrom and Stevenson (2001) encatpstiiese factors into three key foundations for an
entrepreneurship policy capable of creating thessary environment: Motivation, Opportunity andliSki
Table 2 below offers a simplified version of theeth factors in a context of integrated entreprestepr

policy approach
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Table 2: The Parameters of EntrepreneurshigPolicy

Favourable Business Climatel

Make it easier to

go
through the steps

-

Make it easier to
survive and grow

Opportunity

Make it easier to
gain management
know-how

Make it easier to

gain know-how

3 2

Increase Motivation Influence
awareness 'will to grow’
& motivation
legitimacy of

entrepreneurshic

For start-up g Create entrepregurial climate | For
growth
General Population Nascent Staup Survival
t-n t t-42 months
S < > Vol 1, Svedish

Foundation for Small Business Research
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Motivation refers to efforts made that can impact on indivisliia such a manner as to motivate them to
start and grow their own businesses. Such effortempass efforts to develop favorable attitudesatde
entrepreneurship as a career option and fosteringpa@ety tuned into and positively inclined to
entrepreneurshifkills as well as knowledge in general, are geared toregsthat the individual can be
an effective entrepreneur. Efforts here go back itite availability of entrepreneurship education in
schools, training and counseling for nascent erdgregur and start-ups and initiation into networking
possibilities. TheOpportunity factor refers to creating a national, regional &whl support environment
that has allocations for access to resources thatdividual intent towards entrepreneurship needget
started. Some of the supportive and opportunistisrenment efforts include access to financing,ieglv
and reduced barriers to entry. The efforts mendoafter each factor form the main forms of policy
measures under each factor towards achieving tinepeaneurship policy objectives outline underribat

section.

Persons currently involved in the prevailing SMEuUsed policy environment will recognize the above
foundations as being in place in the current paditycture but is more than not ascribed to orrrefeto

as SME policy. The key to seeing the subtle diffeeeis that in the context of an entrepreneursbijcy
these factors are more broadly defined and encanpaain long-term actions such as cultural change
towards entrepreneurship through, among otherscagidtn and exposure of primary school pupils to
entrepreneurship concepts and behavior. The pieyasituation that tends to emphasize the economic
opportunity factors (such as financing and govemnaéds) is balanced by the social opportunity desct
that is often the missing factor. Cultural supdortentrepreneurs and opportunities to learn skitld gain
knowledge can have the impact of pushing entrepirsh@ up the social desirability ladder. As stiohan
entrepreneurial economy the education system, gdiarand the general community must be included int
the network of business support institutions initéaold to the existing government agencies and fiean

bodies.

All three factors of Motivation, Skills and Opponfty will necessarily overlap into one another tha

give rise to an inter-related and integrated eméregurship foundation and policy as depicted inldab

The Entrepreneurship Palicy Definition and Objectives
Based on the integrated framework approach explamve, Lundstrom and Stevenson (2001) suggest

that an entrepreneurship policy can be defined as:

* Policy measures taken to stimulate entrepreneurship
- aimed at pre-start (nascent), start-up and pgast$p phases of the entrepreneurial process

- is designed and delivered to address the ardd®fation, Skills and Opportunity
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- with primary objective to encourage more peopl¢hie population to consider entrepreneurship
as an option to move into the nascent stage ohgakieps to get started and to proceed into

infancy and early stages of a business

Based on this definition, the basic objectivesroéatrepreneurship policy would be
¢ To develop an entrepreneurial climate
¢ To encourage entrepreneurship
e To foster favorable attitudes to entrepreneurship

« Toincrease business start-up rate/ creation ofesinesses/ number of new firms

The Parameters of Entrepreneurship Policy

The parametric depiction of the entrepreneurshigyas suggested by Lundstrom and Stevenson (2001)
intends to depict the entrepreneurship policy basedhe definition above and the foundation facturs
Motivation, Skills and Opportunity in a context trehows the issues surrounding the adoption of this
integrated entrepreneurship policy approach as allcross the entrepreneurship process continuum
based on stages that the individual will go throuphat should come under the purview of the

entrepreneurship policy.

The parametric model starts with the assumptionttieaMotivation, Skills and Opportunity framewdek
the central concept that spans and is relevantkey3stages of entrepreneurship namely the pré-sher
start-up and the post-start-up stages.

An important question here is why the continuumeads over these three stages and where does the
entrepreneurship policy hand over the baton oh&rtdevelopment to the more SME oriented policy. To
address this question Lundstrom and Stevenson Y20tk the mid-point of their entrepreneurship
process continuum as the business start-up pangtd by the letter ‘t’ in the table above. Froris foint

the continuum spreads out to either side indicatingone end (denoted by ‘t-n’) that entrepreneprshi
development starts with addressing the needs oplpesho do not necessarily realize that they will
become the entrepreneurs of tomorrow hence encampaworking the general population and nascent
‘entrepreneurs-to-be’ stages. To locate an apmtgtipper limit to the process continuum, Lundsteord
Stevenson (2001) adopted the cut-off point forrdefl a new firm as used by Reynolds et al (200@héir
continuous global research effort that is publisteed the Global Entrepreneurship Monitor (GEM)
(Reynolds, Hay, & Camp, 2000). The upper limit véa$ at 42 months after start up indicating that the

entrepreneurship policy measures should contina@pdy up to that point (denoted by t-42 months).

Lundstrom and Stevenson (2001) quotes other rdséiadings that support the process continuum ngmel

the findings that indicate that the new entrepremave most vulnerable within the first three yesrstart-
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up with survival rates improving considerably aftiee three year mark. The other research findirthas
firms that grow tend to start their growth trajegtearly in their existence and usually beforefihe-year
mark. It is thought that with better preparatior @xposure to the entrepreneurial process befaréngt
their entrepreneurial process as well as a tailareddividualized support during the vulnerableage
would equip the new entrepreneur with knowledge @mdfidence that will help realized the full poteht
of their enterprise. To that extend, the Lundstrand Stevenson model of entrepreneurship policy
parameter based on the Motivation, Skills and Ofppdty framework stretched across pre-start to post
start-up highlights several key points:

e The entrepreneurship policy at the t-n (i.e. befarel at start-up) stretch need to focus on

promoting entrepreneurship, entrepreneurship eiturcaind skills and giving support to people

exploring entrepreneurship and starting a business;

e The entrepreneurship policy t-42 months streteh Gtart-up to up to 42 months) needs focus on
promoting growth possibilities, developing businessnagement and growth skills and measures

to level the playing field.

e The focus throughout is to create both an entrepnéal climate AND a favorable business

climate. Having one or the other would not work.

« Focus is on the capacity of the individual to starti grow a business, not on the business per se.

e Requires a broader view of ‘entrepreneurship’ dgwelent rather than ‘entity (SME)’

development

« Encompass a more diverse group of actors involvddstering a more entrepreneurial economy

Lundstrom and Stevenson advocate that the poliokitlg process should start with objectives and
measures in the entrepreneurship policy area alydtleen progress to deciding how to continue itte t
later stages with SME development measures. Thes, researchers’ content, will help achieve the

‘entrepreneurial economy’ and reduce fragmentatifoefforts that persist today in many economies.

Interconnectedness between Entrepreneurship, SME anindustrial Policies

An entrepreneurship policy in any well-structurgtbwledge based economy works in tandem with other
policies towards sustainable growth. As we haveudised thus far, the entrepreneurship policy biisica
centers on the supply side of the entrepreneuri@n@mic perspective. The key purpose of the
entrepreneurship policy focuses on increasing tipplyg of entrepreneurs, new businesses and new jobs
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(Lundstrom & Stevenson, 2001). The discussion Ileefbis has also pointed out the basic thrust of the
entrepreneurship policy as being promotion of gméneeurship to the general population, entreprestégur
education, reducing barriers to entry and startingncing and business support that are tailoredafiget
groups (such as women, youth, unemployed, techisblogcientist). Like any good policy, the
entrepreneurship policy has a timeline to denotertbed for other policy frameworks to carry on the
development of the entrepreneurial talent created the next block of development. As such, the
entrepreneurship policy works synergistically wither development policy blocks namely the SME

policies and industrial policies.

Where the entrepreneurship policy creates the gumpéntrepreneurial talent, the SME policy takies t
small and medium business entity that has surviked/ulnerable years and is now in growth mode anto
more mature stage where different challenges toivalrand growth awaits. The purpose of the SME
policy would be to ensure the businesses surviw gnow further hence enhancing their sustained
contribution to economic growth. The policy thrustre includes regulations that aid growth, growth
support mechanisms encompassing financing, infeomamarket access (including export markets) and

skills in R&D and management.

The industrial policy is centered on developingvwgio for the economy. When SMEs contribute to
economic growth they often do in the form of indiatclusters or linkages with larger firms. SomdES
themselves become large and the industrial bagidats not discriminate between big or small fitrese.

The purpose of the industrial policy is to mobiliak sizes of enterprise that are participatinghia total
industrial sector towards economic growth for tleion. Getting here is tough enough. Once here, the
participating firms should be able to expect tha@ustrial policy to have policy thrusts that ensaréir
market place to compete in, advanced level suppecthanisms that target innovation, advance R&D,
extensive export structures and equitable infratire facilities. Table 3 below shows the inteatetiness

of the policy sets.

Table 3: The Interconnectedness Between Entrepreneship, SME and
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Industrial Policies

_ - Fair market place ,R&D, innovation, exports,
Industrial Policies growth sectors, infrastructure
Help develop growth
in the economy

- Regulations, financing, information, Economic Goals
SME Policies markets, skills, R&D, exports Employment
Help SMEs Growth ,
survive & grow Productivi1ty,
Competitiveness,

Social inclusion

Entrepreneurship

Policies
Increase supply of _ _ _
entrepreneurs, 1Lunstrom & Promotion, education, entry barriers, start-up supp
new businesses, new jobs g5 ess Rex financing

All three sets of policies, entrepreneurship pgli8ME policy and industrial policy, are thereforgei-
related and as mentioned earlier, synergistic (thpilized’ each other forward). The point to sisehere
is that the set must be complete for total econognavth towards full and sustainable development.
Having one without the other would be to createirmbalance that will surely impact on the long-run

economic development.

At the same time, one must not ignore the fact &zath policy set is distinctive in that they foaus
specific context of development. As such, the SMEcpg should not be burden with the task of cregtin
the entrepreneurial society or pool of future egureaeurs. Conversely, the entrepreneurship polioyls
not be expected to be effective if it has to suppiee firm into later stages of growth developmératt
require a different set of policy thrust and ouko®ften the confusion over the inter-relatednest b
distinct nature of the sets of policies discussetkHead to over-lapping areas of policy coverage a
fragmentation of policy efforts. The glaringly obus missing link to the total relationship of pglgets in

most economies is the non-occurrence of an entreprship policy. To quote Lundstrom and Stevenson
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(2001), “Understanding more clearly where entrepoeship policies are situated in the relationsioip t
more established policy areas will be helpful tovefoments who want to move to a more integrated

economic development approach”.

Conclusion

Entrepreneurship policy is often associated witineah focus mainly on increasing the business-ggrt
rate in a nation and the creation of an entrepmgiesociety. Entrepreneurship policy is far motmat
systematic thinking and a change of policy mix eatthan about adding programs or projects. Cugrentl
many governments, including Malaysia, have a potigy that centers on the SME sector that consist of
measures that ensure an efficient functioning afketa and institutions through adjustment of legish

and regulations, provision of debt and equity friag as well as information and advise. The foaus i

invariably the firm or the business entity.

As government moves towards entrepreneurship poltbg policy mix broadens to encompass
entrepreneurship promotion and education and nsiitutions to cater to needs of under-presentedpsg.o
The focus hence shifts to the individual and be@mere responsive to the needs of emerging or nasce
entrepreneurs. It requires basically a tweaking»a$ting policies and support institutions, progsaamd
measures to better enable the nation to achieveoeto growth through the entrepreneurial economy
structure. Malaysia is primed to make the change @olicymakers should examine how resources are
currently allocated to measures and efforts thaf@rused in the SME policy area and how reallogatd

an entrepreneurship policy will enhance our ecoroathievements in the future. The question that

remains is if we have the will to do so and howrsoo
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