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Abstract

Previous studies found that networking is the key point for the entrepreneurship development.
It has been long believed that social networks always influence entrepreneurship growth. The
aim of this study is to investigate how rural Malay family-based herbal entrepreneurs are using
social networking to develop their herbal entrepreneurship. It is a phenomenological
gualitative research with eight rural Malay herbal entrepreneurs in Peninsular Malaysia
namely Kelantan, Kedah, Pahang, Perlis and Terengganu. A purposive sampling approach was
used to select the entrepreneurs residing in the rural areas and the selection criteria in the
study also included those who have run their business with family members for at least the
past four years with a minimum of three products. The findings of this study showed that the
five states’ rural Malay herbal entrepreneurs are using social network among own community
peoples, not like other states entrepreneurs’. As a result, herbal entrepreneurship is not
developing owning to lack of social network with other state entrepreneurs and customers,
suppliers, as well as financial constraints, technical knowledge. Finally, based on the findings
of this study, the entrepreneurs need consistent trainings from the government and other
related government link companies on how to develop social network with others and the
importance of social network for their entrepreneurship development.
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Introduction

The use of social network concepts in social science has enhanced interest in the last
couple of years. In this paper, social networks involve the social contexts of business
(Granovetter, 1985; Burt, 1992). Social network means to create linkage between
entrepreneurs and others such as people, organization and that interaction provide the
resources which are important in establishing a business as well as to sustain a new firm
(Johannisson, 1988: Larson, 1991; Hansen, 1995). Most of the developing countries like India,
China, Thailand and others use social network for their herbal entrepreneurship development.
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Networking is helpful for any entrepreneurship specifically to get bank loan, increase sales
volume, finding new customers, agents, and suppliers.

Most of the countries in the world use social networking for any type of
entrepreneurship development and for it they implement policies and programs to practice
social network (Fafchamps, 1997, 2001, 2004; Barr, 2000; Jack, 2005; Katungi et al., 2007
Nowinski & Rialp, 2015; Bosma et. al, 2012; De Jong, 2013). Tata and Prasad (2008) mentioned
that development or failure of small enterprises depend on social networks that provide all
resources.

Entrepreneurship in rural areas has been considered as a critical area to contribute
country’s quality of life, economic growth, and job creation (Van Prag and Versloot, 2007;
McMullen et al., 2008; Audretsch, 2007; Shu, 2001; Brewer & Gibson, 2014). As a result, many
countries have been using it as a model for their countries’” development and economic
growth. Like Korea, Japan, India, Malaysia, Germany and other countries that changed their
countries’ economy through rural entrepreneurship. Earlier, different scholars, academicians
and researchers believed that only urban large-scale entrepreneurs can contribute to the
country’s growth. The government of Malaysia is allocating more budget annually mainly for
rural Malay entrepreneurship development such as stationery shop, agricultural, herbal and
other technology-based entrepreneurship. For instance, even in the Tenth Malaysia Plan
(2011-2015), the government is still concerned about the development of Malay and as such
a lot of schemes were taken and assistance has been created to increase the participation of
Malays into entrepreneurship.

In 1970, the government of Malaysia implemented the New Economic Policy (NEP) for
the Malays and offered them to join technology-based entrepreneurship instead of general
Small Medium Enterprises (SMEs). As per previous research data showed general
entrepreneurship is growing rapidly but technology-based entrepreneurships in the field of
Herbal, Bio-technology, Food Technology etc are still now is in its nascent stage (Hawa, 2011)
owning to lack of technical knowledge, know-how, social network, financial support and
operational knowledge (Ismail and Sulaiman, 2007; Paul et al., 2014; Jamai, 2006; Nordin et
al., 2008; Ellitan, 2002). Malaysia is a multi-ethnic country with Malays (Bumiputra), Chinese,
Indian and other groups living together with harmony in the same country. Each ethnic group
has its own culture and social background as in the business they practice this. In Malaysia,
Chinese ethnic group is very strong in network development compared to Malays in the
entrepreneurship sector.

According to Hamidon (2009), the general category entrepreneurship is developing
among Malay communities every year, but technology- related entrepreneurship is very low
compared to other ethnic groups like the Chinese. It is worth to mention that this present
study of herbal entrepreneurship is a form of technological entrepreneurship. According to
Murray (2011), the herbal entrepreneurship in Malaysia has become another economic
growth engine and it has the future to become a significant sector (lbrahim, 2006; Jamai,
2006). The estimated market value of herbal industry is RM7.97 billion (Kasim, 2007) and also
different researchers in this field mentioned that in a short period it would be RM10 billion.
In 2003, total GMP licenses numbered 94 and it has now increased to 170 (Ministry of Health,
2013, Malaysia). As a result, the number of GMP licenses for herbal product development is
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tremendously increasing globally. In Malaysia now, all government hospital doctors are
prescribing herbal GMP grade products as an alternative medicine. From the above report, it
is evident that use of herbal products and number of entrepreneurs are tremendously
increasing every year in Malaysia.

The government of Malaysia is also increasing fund allocation, training, promotional
and human resource activities based on entrepreneurship need every year especially in herbal
entrepreneurship development. However, the Malays’ involvement in herbal sector is very low
(Ling et. al., 2009). It is evident that not many studies have been conducted on herbal and
entrepreneurship development (Paul et. al., 2013; Ucbasaran et al., 2001; Smith et. al., 2009;
Kirzner, 1973). At the end of the day, the government of Malaysia has found that general
category entrepreneurship is growing smoothly but highly populated Malay states like Kedah,
Pahang, Perlis, Kelantan and Trengganu are at an infancy stage and conducted lot of research
on entrepreneurship but not herbal entrepreneurship development using social network (Paul
et al.,, 2013). This study is to investigate how rural Malay herbal entrepreneurs use social
network for their entrepreneurship development.

The Importance of Networking for Entrepreneurship in Malaysia

The entrepreneurship development and its sustainability depends on various factors
in the market and it varies from country to country. However, entrepreneurial network has
been identified as one of the areas that should be looked into attention mainly nascent and
existing entrepreneurs among different category SMEs (Paul et al., 2013). Other research
scholars, academicians in entrepreneurship and business fields have mentioned in their
studies that social network is important to develop local and overseas market (Zizah et al.,
2007). Entrepreneurs will be able to access to various support provided by the government
such as Ministry of International Trade Industry (MITI), Malaysian Industry Development
Authority (MIDA), Malaysia External Trade Development Corporation (MATRADE), Small
Medium Industry Development Corporation (SMIDEC), Malaysian Technology Development
Corporation (MTDC), and other agencies, in order to enter into international market. Social
network positively associates with business performance in Malaysia (Surin, et al., 2015).
However, currently the Industrial Linkage Program (ILP) under SMIDEC recognized
“networking” as the main focusing area for entrepreneurship development to compete locally
or internationally (Zizah et al., 2007).

Chinese and Malay Business Networking

Many research scholars and academicians claim that Chinese business networking is
stronger with customers, suppliers, employers, government and government linked agencies
and other related parties, as a result they are successful in this sector (Kotkin, 1993; Hamilton,
1996). They also believe network plays an important role in development of entrepreneurship
(Ann, 2006; Gomez, 1999, Tehseen et al (2018). On the other hand, other research scholars
also supported the above argument that Chinese network is really stronger than other ethnic
group like Malay, so they should follow Chinese network entrepreneurial culture to become a
successful entrepreneur (Sally Cheong, 1996). The importance of networking is not only
limited to Chinese but extended to Malay and other ethnic group entrepreneurs. Although
some have network but they did not utilize it. Utilization of networking is very less among
other ethnic like Indian compare Chinese (Tehseen et al., 2018). Chinese are good in general
business networking but Malays are more capable in government agency related activities and
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business (Faridah, 2001; Gomez, 1999; Gomez et al., 2004; Hashim, 2007; Ibrahim et al., 1988).

Entrepreneurial Competencies, Social Network and Entrepreneurship Success

Entrepreneurial competencies always influence the entrepreneurship success (Man et
al.,, 2002; Ahmad et al., 2010). The competencies also influence to form network, business
performance and success (Sarwoko et al., 2013). On the other hand, networking in
entrepreneurship success is widely accepted by different research scholars’ findings (Klyver
and Foley, 2012; Batjargal, 2010; Hoang and Antoncic, 2003; Jack, 2010; Zhao et al., 2010).
Scholar commented that social network is essential for both stage of starting and success of
entrepreneurship (Subrahmanyam, 2019). Therefore, social networks can be divided into four
categories namely mentors, professional fora, business and personal networks. Mentors refer
to more formal relationship with customers, suppliers, competitors; professional fora are the
forms of the information sharing through joining conferences, seminars and workshop related
to entrepreneurship or business; business network links to the employees; personal network
means the relationship with relatives, friends, colleagues and others which build up strong
relationship for entrepreneurship success (Fernandez-Perez et al., 2015).

Methods

This study is qualitative in nature that relies on phenomenology approach. The
purpose of the qualitative phenomenology research study was to investigate the individual’s
personal experience of rural Malay family-based herbal entrepreneurship development using
social network. The researcher selected eight rural Malay herbal entrepreneurs with minimum
of four years entrepreneurial experiences having minimum three products from the five states
of Peninsular Malaysia namely Kelantan, Kedah, Pahang, Perlis and Terengganu (Reference
Table: 1). Family members are involved to operate from rural areas where they are residing.
Entrepreneurs are running this entrepreneurship with their family members. Data were
gathered via in-depth semi-structured individual face to face interview and the interview time
for each participant was an hour or more as long as researcher decided data is saturated.

Results
Profile of Respondents

As stated earlier, the findings of this study were obtained from eight rural Malay family-
based herbal entrepreneurs from five states of Malaysia. Table 1 shows the profile of the rural
Malay family-based herbal entrepreneurs:
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Table I: Profile of rural Malay family-based herbal entrepreneurship in Malaysia

No of State Educatio | Gend | Entrepreneurs | Monthl | No of | Suppo
responde nal status | er hip started | y Employe | rt
nts (R) year sales(R | es agenc
M) y
1 Kelantan | Basic Femal | 1999 80K 5 MARA
e
2 Kelantan | Basic Male | 1997 68K 4 MARA
3 Kedah STPM Male | 1998 60K 3 MARA
4 Kedah Basic Male | 1996 57K 5 MARA
5 Pahang | SPM Male | 1997 63K 4 OWN
6 Pahang | Graduate | Male | 1990 75K 5 MARA
7 Perlis Basic Male | 1996 50K 2 OWN
8 Trengga | SPM Male | 1998 74K 5 OWN
nu

As can be seen in Table 1, eight rural Malay herbal entrepreneurs as R1, R2, R3, R4,
R5, R6, R7 and R8 from the five states namely Kelantan, Kedah, Pahang, Perlis, Terengganu
and among them only one is female entrepreneur from Kelantan (R1). It was also identified
that these entrepreneurs have started their business since the 90’s. In general, rural herbal
entrepreneurs R1, R2, R3, R4, R6 got financial support from the MARA agency at the
commencement of herbal entrepreneurship and R5, R7, R8 did not get any financial support
from any government agency rather they started with their own finance. Moreover, R1, R2,
R4, R7 have basic education and on the other hand, R5, R8 got SPM, R3 are STPM education
certificate holders and R6 is a degree holder. The main theme of the study was to explore the
perspective of social network among rural Malay herbal entrepreneurs that means how they
use or manage social network.

Social Network within own Community

The study found that social network is limited within the entrepreneurs own
community. For instance, according to R1 (Kelantan) “/ maintain my business relation among
Kelantanese people only, even my raw materials supplier and customers are also under
Kelantan” and R2 (Kelantan) said “most of my social network advancements are through
religious groups and community gathering areas.”

Besides, R7 (Perlis) and R8 (Trengganu) confined their social network within their own
community too. For instance, R7 (Perlis) said that “mostly | spent more time for the company
| worked and for this reason | had less time to develop social contacts and maintain formal
relations with supplier and customers who are from my own community”. Entrepreneur R4
added that “I maintain my personal network with my relatives, friends and community but
trust is very important to maintain a good relationship. Lots of people say they have good
relationship but in most of the cases they are not trustworthy. As a result, they avoid sharing
their business-related activities.”

Social Network with other Ethnic Groups and States

Here R3 and R4 (Kedah), R5 and R6 (Pahang) used social network for their
entrepreneurship development. They used network not only with own community and states
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but also with other states, other ethnic communities, customers and suppliers. According to
R3, “social relations is very important. After my father died and | took responsibility, my
network sales area spread out to other states too”. He added “although | don’t have technical
knowledge and other government’s new herbal development policy, but | am surviving on my
social networking with other ethnic groups and states”. The study found that R6 (Pahang)
have sales agents from all ethnic’s groups, including Chinese, Indians and others. When asked
about his social network, he (R6) said, “cultural mindset interruption in social network which
I have overcome this in thinking and spread my network over all the ethnic groups. In addition,
| attend rarely information sharing link workshops and always try keeping up relations with
government institutes, friends and relatives which may support in my entrepreneurship”.
Notwithstanding, R4 said “we are planning to develop our social network with other states”
and it is mentioned earlier this entrepreneur didn’t have any network with other ethnic
groups and other states. Moreover, the findings also showed that only R8 and R5 use their
social network through Facebook, but this network is limited to own ethnic group only.

Personal Network with Government, Banks and Government-Link- Companies (GLC)

The study showed some entrepreneurs are good in personal network with
Government, Bank and Government-Link-Companies (GLC) for their entrepreneurship
development as mentioned by R2 who said “we only have strong relationship with
government agency”. Besides R5, R6 and R8 mentioned “Our products are selling through
government support, marketing and social media too”.

Discussions and Conclusions

Empirical findings from the eight rural Malay herbal entrepreneurs in the five states
of Peninsular Malaysia, namely Kelantan, Kedah, Pahang, Perlis and Terengganu and among
them all of Malay herbal entrepreneurs are using community- oriented social network for their
entrepreneurship. However, the entrepreneur used social network not only for own
community but also among all other ethnic groups and spread out to other states too. Here
all entrepreneurs are Malays and engaged with herbal entrepreneurship in rural areas. So
community is a big support for the all entrepreneurs. In addition, some entrepreneurs are
weak in social networking and they are doing business with own community people. As a
result, their sales volumes are not increasing as they plan to achieve, social networking is
important to develop local and overseas market (Zizah et al., 2007). So, they are not developed
relatively with other state entrepreneurs.

From the view point of informants and the observation by the researcher, most of the
Malay herbal entrepreneurs’ social network such as personal network is shaky due to
untrustworthiness. It means their relationship is poor. According to the entrepreneurs, the
social network tie- up among own community people is not interdependent. That is the lack
of trustworthiness, so they can’t share their knowledge of doing business.

In addition, most of them use limited social network, for instance it is limited within
their own community and own religion. Moreover, some entrepreneurs strongly chose to
work with own community only due to cultural mindset, their reluctance to expand herbal
entrepreneurship with other ethnic groups. Not only that, Malay herbal entrepreneurs
strongly dislike working outside of their current state. Above all, it is concluded and found
that all Malay herbal entrepreneurs use their personal network among own community,
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that’s why they can easily make link with government agencies and banks. Malays are more
capable to link to government agency (Faridah, 2001; Gomez et al., 2004; Hashim, 2007).

Finally, all entrepreneurs are own community culture- oriented, as they are not
cooperated with anything in terms of business development with each other. This study
showed the Malay herbal entrepreneurs use social network in their herbal entrepreneurship
and it is true that the productive information and resources can be achieved through social
network.

Based on the results of this study, several recommendations are put forward for the
Government of Malaysia:

(1) inform Malay herbal entrepreneurs to follow other ethnic groups on
how they are using social network for their herbal entrepreneurship
development

(2) training on social network importance for Malay herbal entrepreneurship and
change their mind- set

(3) Malay herbal entrepreneurship should be available in using the network in all
states for their benefit instead of focusing on their community

(4) organize training programs based on the needs of Malay herbal entrepreneurship.

If these steps are taken immediately by the government then slowly Malay herbal
entrepreneurs will change their mind- set to use social network and in the future rural Malay
herbal entrepreneurs will be able to face all challenges both locally and globally like other
ethnic groups in Malaysia.
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