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Abstract 
The outbreak of COVID-19 pandemic that leads to several movement control orders (MCO) 
announced by Malaysia’s government has been negatively affecting Malaysia’s economy from 
every sector and industry. The number of unemployed citizens has increased 52.9 percent 
and directly affecting Malaysian citizen especially the B40 group. Many citizens have started 
to embark on small businesses to raise their income and wealth. However, urban poor group 
were found to be less interested to start a business. Thus, this study aims to explore a new 
business model among urban poor family in Malaysia to start the business by using a cognitive 
approach named Business Model Canvas (BMC). The phases of BMC began by determining 
the basic idea and structure of the business process which then were classified into nine 
related elements. These elements depict the relationship for business purposes that allow the 
business owners to picture their business clearly and later manage them more effectively. The 
BMC serves to assist entrepreneurs in designing and developing their business platforms 
efficiently. For this study, in-depth interviews were carried out to 12 respondents from four 
different industries from three major cities of Malaysia. These 12 respondents from Kuala 
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Lumpur, Johor Bahru and Penang were selected as these cities are the three big cities in 
Malaysia that hold a huge number of poverty level among urban poverty as compared to 
other cities in Malaysia.  In-depth interviews offer the opportunity to capture rich, descriptive 
data about how people think and behave, and unfolding complex processes, and in this case, 
what business thinking they have in mind especially these B40 entrepreneurs.  The result 
shows that only eight out of the nine elements in BMC were understood by these B40 
entrepreneurs but they failed to understand the importance of key partners as an important 
interrelated element applicable to the urban poor family group to start their business.  These 
entrepreneurs need to rethink of key partners’ element as part of their business model as 
business owners forge partnerships for many reasons and not just limited to acquire 
resources only.  Further research is needed to validate the findings through questionnaires to 
a larger respondent among B40 groups in other cities as well.  
Keywords: B40 Groups, Business Model, Cognitive Approach 

 
Introduction 

COVID-19 pandemic is the current pandemic of corona virus disease 2019 (COVID-19) 
caused by extreme acute respiratory syndrome of corona virus 2. (SARS-CoV-2). It was first 
found in Wuhan, China, in December 2019. The World Health Organization (WHO) declared 
the disease as a Public Health Emergency of International Concern in January 2020. In order 
to preserve this outbreak from being spread wider, Malaysian government took the initiative 
such as announcing a nationwide Movement Control Order (MCO) in 18th March 2020 and 
other types of movement control orders depending on the situation of infection within the 
country such as Conditional Movement Control Order (CMCO), Recovery Movement Control 
Order (RMCO), Enhanced Movement Control Order (EMCO), Targeted Enhanced Movement 
Control Order (TEMCO), and Administrative Enhanced Movement Control Order (AEMCO). 

The outbreak of COVID-19 pandemic that leads to these movement control orders 
have been negatively affecting Malaysia’s economy from every sector and industry. According 
to the Department of Statistics Malaysia (DOSM) (2020), the unemployment rate in Malaysia 
rose to a seven-month high of 4.9 per cent in January 2020 from 3.2 per cent in the same 
month of the previous year, due to the extreme effects of the COVID-19 pandemic. The 
number of unemployed increased 52.9 per cent from the previous year to 782 500, while jobs 
fell by 0.5 per cent to 15.24 million. In the meanwhile, labor force increased 1.2 percent to 
16.02 million. In December 2020, the jobless rate was at 4.8 percent. This unemployment rate 
has been directly affecting Malaysian citizen especially B40 group. Figure 1 shows the rate of 
unemployment in Malaysia. 
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Figure 1: Unemployment Rate 

B40 group is referred to as households’ aspirations of very poor and poor people 
(Osman et al., 2020). B40 can be classified among household who earn income below than 
RM3, 860. B40 groups are not only found in rural area, but also in urban area and contribute 
to the poverty rate in Malaysia. Although the rate of poverty in Malaysia was reported to 
decline from 1.7% in 2012 to 0.4% in 2016 (Department of Statistics Malaysia, 2017). In 
addition, Malaysia revised the national poverty line income from RM980 to RM2,208, which 
means that over 400,000 households in the country with monthly incomes below this level 
were considered poor in 2019 (Department of Statistics Malaysia, 2020).  Based on the new 
poverty line income, Department of Statistics Malaysia (2020) further reported that 
Malaysia’s poverty levels have fallen in 2019, when compared to the last available figures in 
2016 but Malaysians would still not be free from poverty especially in this time of COVID-19 
Pandemic situation. 

In announcing the new national poverty line income (PLI), Malaysia’s chief statistician, 
Datuk Seri Mohd Uzir Mahidin explained that the new figure was obtained based on changes 
in methodology that now emphasized healthy eating and quality basic needs.  DOSM has 
worked with various stakeholders including the Health Ministry to revise the national PLI, 
following the 11th Malaysia Plan’s launch where it was stated that there was a need for 
Malaysia to review its poverty level indicator (Department of Statistics Malaysia, 2020). 

Poverty continues to be a huge concern among citizens. A recent study conducted by 
Unicef Malaysia and DM Analytics entitled “Children Without: A Study of Urban Child Poverty 
and Deprivation in Low-Cost Flats in Kuala Lumpur” revealed that 34 percent of the 
respondents earn less than RM2, 000 and 77 percent of households have no savings for their 
future due to the low income (JKM Statistic Report, 2018). 

One of the focus areas in 11MP is to uplift the B40 households towards middle-
income society. This is in line with the fact that poverty rate should be reduced in order to 
achieve the status of a high income developed nation (Amir, 2015). 

In addition, it is a game changer in the sense that our approaches should move 
beyond income to look at broader multidimensional improvements that include wealth 
creation, education and skills. This could be achieved through the three main strategies in the 
Chapter 3 of 11MP; to raise the income and wealth of the B40 households; to address the 
increasing cost of living; and to enhance the delivery system of B40 household programmes 
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(Mid-term Review 11th Malaysia Plan, 2018). The delivery system of B40 household 
programmes is somehow vague where there are still discrepancies. 

In a study by Wilson and Wilson (2017) stated that urban poor were less interested to 
start a business. This is due to lack of knowledge and few other reasons.  Thus, this study aims 
to explore a new business model among urban poor family in Malaysia to start the business 
by using cognitive approach in order to raise their income and wealth. 

 
Literature Review 

Zahari et al (2018) defined poverty as hunger, lack of opportunity, lack of options, 
education, health, productive assets, susceptible to risks and vulnerability. In Malaysia, 
poverty is perceived as lack of income the individuals whose income level falls below the 
minimum level of human basic needs are considered as poor. Poverty is a multidimensional 
phenomenon including economic, social, religious, education, health, temporal, space, 
gender, and environment (Siwar and Talib, 2001). 

In Malaysia, poverty eradication has become an important agenda in the development 
policies during these last few decades. It has been conceptualised as economic or income 
poverty and measured using a Poverty Line Income (PLI) to differentiate between poor and 
non-poor households. Poverty gaps in rural-urban areas of the states remain wide which is a 
challenge for the Malaysian economy (Siwar et al, 2016). 

The Malaysian government defines poverty as lack of monetary ability to procure basic 
needs, consisting of food and non-food components (such as health care, education, house 
rental, clothing, transportation and recreation), (EPU, 2012). People earning less than the 
outlined PLI are categorised as poor, while people earning less than half of the PLI are 
considered as hard-core poor (EPU, 2013). However, PLI does not measure the other 
dimensions of poverty (such as culture, mind, deprivation, etc.,). Although the rate of poverty 
in Malaysia has further decreased to 3.8% in 2017, poverty continues to be a major 
development concern in the country (Othman & Kari, 2008; DOSM, 2020). 

Existing researchers pointed out that entrepreneurship plays paramount roles in 
combating poverty. people have more chance to increase their household income, hence, 
may positively affect their standard of living through entrepreneurship. Cognitive is one of 
the traits to start the business. 

 
Cognitive Traits 

Cognitive traits are defined as personal characteristics of entrepreneurs. Liang and 
Dunn (2014) in Mississippi River Delta region found that entrepreneurial trait include 
independent, creative and risk taking which were similar for both urban and rural 
respondents. The survey of women entrepreneurs revealed that risk taking, knowledge, 
confidence and determination, willingness and initiative, vision, creativity and innovation, 
social networking and strategic thinking were formed entrepreneurs’ trait (Hassan et al., 
2014). In addition, a study conducted by Jain, Ali and Kamble (2015) posit that achievement 
orientation, risk taking propensity, internal locus of control, innovativeness, pro-activeness 
and market orientation have positive impact on business performance. According to 
Galanakis and Giourka (2017), the desirability, feasibility, self-efficacy, network ties and social 
capital has been identified as central of the factor influencing the new venture of business. 
Among all of these traits that have been identified in past studies, this study also intends to 
find out the exact cognitive traits involved in venturing new business among urban poor family 
group in Malaysia. 
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Business Model Canvas 
A Business Model Canvas (BMC model) is a graphic presentation that contains 

a number of variables showing the values of an organization. The BMC model serves as 
a strategy tool for the development of a new organization. In addition, it also analyses the 
(business) situation of an existing business (Osterwalder et al., 2013).  Instead of simply having 
them in a row, they are put on a canvas so the visualization of the different issues’ relation is 
improved and helps users to map, discuss, design and invent new business models (Maurya, 
2013). 

The BMC model template covers the following areas: 
A. Customer Segments, that lead to a definition where organizations often provide services 
to more than one customer group, and it is reasonable to divide them into customer 
segments.  
B. Value Propositions, which refers to the value proposition about the core of a company’s 
right to exist and meets the customer’s need.  
C. Distribution channels, refers to the channels to customers that have five different stages 
including awareness of the product, purchase, delivery, evaluation, satisfaction and after 
sales.  
D. Customer Relationships refers to the relationships the company establish with clients 
when passing on value propositions.  
E. Revenue Streams are cost drivers. These include the revenue from the sale of goods, 
subscription fees, lease income, licensing, sponsoring and advertising may also be an option.  
F. Key Activities are the core activities of a company together with a good understanding of 
the value proposition the organization will obtain. 
G.  Key Resources are tangible and intangible assets, where company must provide its clients 
with the right value.  
H. Key Partners focus on what can the company not do so it can focus on its key activities? 
These include key questions on who are your key partners/suppliers? What are the 
motivations for the partnerships? 
I. Last but not least is Cost Structure which considers economies of scale, constant and 
variable costs (Osterwalder, 2013). 
 BMC should be used initially by entrepreneurs and businessmen and as they get more 
experienced with its use, they could try different variations that fit better for their businesses. 
Entrepreneurs should work with BMC and its variations in order to have a more holistic 
understanding of their businesses (Maurya, 2013). Figure 2 below shows the business model 
canvas template introduced by Osterwalder in 2013. 
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Figure 2:  Business Model Canvas Framework 
Source: Osterwalder, 2013 

 
Methodology 

The success of business models cannot be separated from the mastery of certain 
entrepreneurial competencies and cognitive abilities by entrepreneurs. Business modelling is 
often on a very strategic level (De Reuver et al., 2013). 

This research adopted the qualitative approach. Qualitative research is best used to 
gather in-depth insights into a problem or generate new ideas for research. A structured in-
depth interview was carried out to the 12 respondents in the city of Kuala Lumpur, Johor 
Bahru and Penang from four different industry comprises of food, fashion, beauty and 
photography. Past researchers recommended that qualitative studies require a minimum 
sample size of at least 12 to reach data saturation (Clarke & Braun, 2013; Fugard & Potts, 
2014; Guest, Bunce, & Johnson, 2006). The 12 respondents from Kuala Lumpur, Johor Bahru 
and Penang were selected as these cities are the three big cities in Malaysia that hold a huge 
number of poverty level among urban poverty as compared to other cities in Malaysia.  The 
Department of Statistics Malaysia (DOSM) produces national poverty estimates. The 
estimates are income-based, using data from household surveys conducted every 2.5 years. 
The method roughly follows the Cost of Basic Needs methodology, with a food component 
based on nutritional requirements and a nonfood component based on consumption 
behavior of poor and near-poor households. Tens of thousands of household-specific poverty 
lines are calculated, tailored to the location (state and rural/urban) and the age and gender 
composition of each surveyed household. (Department of Statistics Malaysia, 2020).  In order 
to select the respondents, a purposive sampling technique is used which the respondents 
must meet the criteria (among B40 groups). Interpretative analysis was used to transcribe the 
data and develop the framework. Other than that, this study also proposes to use validate 
case study as it is relatively considered as the most economical among methods available for 
data collection especially in term of cost, time saving, and approach. Moreover, by using 
validation case study methods, it can clarify the question for survey respondents, and able to 
perform efficient data collection by recording their responses. 

 
Findings and Analysis 

All the information gained from the interviews was mapped into Business Model 
Canvas (BMC). BMC is a strategic management tool designed to define and communicate a 
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business idea or concept. It's a one-page document that goes over the basics of a business or 
product, structuring an idea in a rational manner. The right side in the BMC table focuses on 
the consumer (external), while the left side of the canvas focuses on the business (internal). 
Both external and internal factors are consistent with the value proposition, which is the 
exchange of value between the business and the consumer. Figure 3 shows the summary of 
BMC. 

 

 
Figure 3: Modified Business Model Canvas 
 
Customer Segment 

The first element in the BMC is the Customer Segments. Customer segments refers to 
the groups of people or organizations that a business aim to reach or serve. The customer 
segments for the participants’ businesses in the interviews are local community, office 
workers, teachers, café owners, hotels, and women. 
 
Key Partner 

Key Partner in the BMC defines the network of partners and suppliers in the business. 
Data collected from the interviews showed that most of the business owners do not have key 
partner as they always change their partners and suppliers based on availability of the raw 
materials and price offered. 
 
Key Activities 

 Key Activities refers to what a company should do in its business. Key activities for 
these participants’ business are tailoring services, direct selling, photography, videography, 
and services direct sales (Products).  
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Value Stream 
Value Stream can be described as the income of the business by what they do. After 

combining the data, researchers find that the revenue streams of the participants are sales of 
the clothes and tailoring fees, photography, videography, editing, sales (products), and 
service charge.  

 
Value Proposition 

The Value Proposition refers to the reason for consumer to buy a business’s product 
or service. Strong value proposition is a particular set of features that either solve a 
customer’s problem or bring them additional value. Value proposition offered by participants’ 
businesses in these interviews are boutique quality tailoring, lower than market price, friendly 
consultation, new ideas, professional quality products, promotion, and great services. 

 
Channel 

The Channel element explains how a business aims to deliver their value proposition 
to the customer segments. The channels used by the participants in these interviews are 
physical (direct), word of mouth, physical (networking), and social medias.  

 
Key Resource 

Key Resource are important in creating the value proposition, delivering the product 
or service to the customer segments, and supporting customer relationships. Resources are 
categorized into four assets which are physical, intellectual, human, and financial. In these 
interviews, researchers found that key resources for the participants’ businesses are loan, 
personal financial, intellectual (networking), intellectual (partnership), and labour.  

 
Customer Relationship 

Customer Relationship refers to the type of relationship a business establishes with 
their customer segments. These participants exceed their customer expectation to ensure 
satisfaction, ensure dedicated personal assistance and maintain friendly and skilled staff to 
retain the relationship with their customer.  

 
Cost Structure 

Cost Structure are the costs involved in maintaining the business. Cost structures 
explained by the participants in these interviews are noted to be machinery maintenance, 
sewing materials, personnel, rent and utilities, equipment maintenance, editing softwares, 
and cost of the products. 
 
Conclusion 

This research intends to generate a tailored business model canvas for urban poor 
family who want to start the business. From the analysis, it is appropriate to say that urban 
poor family who already start their business has enough strategy to survive in the market. 
Given the fact that the BMC is an internally focused tool which is focusing on what a company 
delivers, how it will be delivered and what is necessary to make what the company is 
delivering, it is recommended for the small business to find their key partner to maintain a 
good relationship and be competitive in the market.  

As from the result, it showed that all respondents do not have a specific key partner 
in their business. In the meantime, from the perspective of cognitive approach, 
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entrepreneurial behavior  especially finding specific key partners, is characterized by the 
search for and identification of opportunities for creating and/or developing a business. Even 
when cognitive arguments are used to explain entrepreneurs, behavioral parameters are 
often invoked to define entrepreneurs because they consider entrepreneurs as opportunity 
hunters, founders and / or business owners/managers (Sanchez, 2011). 

This analysis also implies that small business owners should position their business in 
the market, develop new source of income, reduce expenses, develop customer relationship, 
and improve the channel in their business to create business sustainability. 

Further research is needed by using quantitative approach with the larger number of 
respondents to validate the output from this study among B40 groups.  
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