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ABSTRACT

Entrepreneurial personality characteristics of an entrepreneur is an
importance factors that can lead to the business failure of the Small and Medium
Enterprises (SME) in Melaka, Malaysia. It is include with set of behaviors,
characteristics, qualities and also emotional pattern of an entrepreneur on managing
the business, interact with customers and others. The purpose of this research is to
identify the factor of entrepreneurial personality characteristics that can lead to the
business failure of Small and Medium Enterprises (SME) in Melaka, Malaysia. This
research used the Big Five Personality Model or OCEAN Model as the independent
variables which include openness, conscientiousness, extraversion, agreeableness,
and neuroticism. Quantitative method had been conducted by researcher to collect
the data through questionnaire that distributed and answered by respondent of this
research. A total of 379 Small and Medium Enterprises (SME) that established and
operate in the business in Melaka, Malaysia had been participate in this data
collection process. The result of analysis showed that openness, conscientiousness,
extraversion, and neuroticism has significant relationship with the factors of
entrepreneurial personality characteristics on business failure of Small and Medium
Enterprises (SME) in Melaka, Malaysia. There is one factor of entrepreneurial
personality characteristics which is agreeableness has no significant relationship with
factors of entrepreneurial personality characteristics on business failure of Small and
Medium Enterprises (SME) in Melaka, Malaysia. The result of this study contribute
in improve the rate of business success among SME in Melaka, Malaysia by

eliminate the possibility of business failure.

Keywords: Entrepreneurial personality characteristics, Big Five Personality Model,

business failure, Small and Medium Enterprises (SME), Melaka, Malaysia.



ABSTRAK

Ciri perwatakan keusahawanan sebagai faktor penting yang boleh
menyebabkan kegagalan perniagaan kepada “Small and Medium Enterprises
(SME)” di Melaka, Malaysia. Ini termasuklah dengan tingkah laku, ciri-ciri, kualiti
dan corak emosi kepada seseorang usahawan dalam menguruskan perniagaan dan,
berinteraksi dengan pelanggan, dan lain-lain. Tujuan kajian ini adalah untuk
mengenal pasti ciri perwatakan keusahawanan yang boleh menyebabkan kegagalan
perniagaan kepada  “Small and Medium Enterprises (SME)” di Melaka, Malaysia.
Kajian ini menggunakan “Big Five Personality Model” sebagai variasi
pembolehubah  termasuk  “openness”,  ‘“conscientiousness”,  ‘“extraversion”,
“agreeableness”, dan “neuroticism”. Kaedah kuantitatif telah dijalankan oleh
penyelidik untuk mengumpul data melalui soal selidik yang diedarkan dan dijawab
oleh responden kepada kajian ini. Sebanyak 379 SME yang beroperasi perniagaan
di Melaka, Malaysia telah terlibat dalam proses pengumpulan data. Keputusan
analisis kajian ini menunjukkan bahawa “openness”, “conscientiousness”,
“extraversion”, dan “neuroticism” mempunyai hubungan penting dengan
faktor-faktor ciri perwatakan keusahawanan yang boleh menyebabakan kegagalan
perniagaan kepada “Small and Medium Enterprises (SME)” di Melaka, Malaysia.
Terdapat satu faktor ciri perwatakan keushawanan yang tidak mempunyai hubungan
penting dengan faktor-faktor ciri perwatakan keusahawanan yang boleh
menyebabakan kegagalan perniagaan kepada ‘“Small and Medium Enterprises
(SME)” di Melaka, Malaysia. Hasil kajian ini menyumbang bagi meningkatkan
kadar kejayaan perniagaan di kalangan SME di Melaka, Malaysia dengan

menurunkan kemungkinan kegagalan perniagaan.

Kata Kunci: Ciri perwatakan keusahawanan, “Big Five Personality Model”,

kegagalan perniagaan, “Small and Medium Enterprises (SME)”, Melaka, Malaysia.
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CHAPTER 1

INTRODUCTION

1.1 Introduction

On this chapter, the reason of why the research is needed and how importance
to the society was explained details in the part of research background. Other that
that, the problem statement also had been covered in this chapter to explain more
details about the problem that related and lead to the business failure of SME in
Melaka, Malaysia that now existing and still not solve yet. After that, the research
question had been create based on the problem statement, and the research objective
had been created in purpose used to answer the research question. The significant of
study also explained details on how this research is importance and useful to the
society. Finally, the scope of study of this research also had been fix and why should

focus on it also explained details in this part.

1.2 Research Background

Entrepreneur define as the person who start up the business and very
importance for new wealth creation and development of economic (Antoncic et al.,
2013). In this recent year, entrepreneur and entrepreneurship help in improve the
economy and the people life of a country by job creation, generating new ideas for

problem solution, develop the technology that improve productivity and efficiency,



and exchange idea globally (Acs, Szerb, and Lioyd, 2018). To become a success
entrepreneur, entrepreneurial personality characteristic is one of the importance
factor that need to focus by an entrepreneur. Personality characteristics define as an
individual inclination to give react and ability to maintain that attitude steady at any
different situation (Sabiu, Abdullah and Aziz, 2017). An entrepreneur should have
the suitable personality to become entrepreneur in purpose to ensure the well
management of business and also achievement of long-term sustainability and
business success. According to theory of OCEAN Model, entrepreneurial personality
characteristic is the personality that different between entrepreneurial and
non-entrepreneurial that are high in personality of openness, conscientiousness,

extraversion, and low in personality of agreeableness and neuroticism (Zhou et al.,

2017).

Business failure have many different definition from the view of different
parties, such as entrepreneur define as failure to meet business expectations such as
achievement and personal satisfaction, investors define as negative return of
investment on the business and others (Salminen, 2012). This research was focus on
the factors of entrepreneurial personality characteristics that can lead to SME
business failure. It is logical to conclude that an entrepreneur should able to increase
the probability of achieve business success than business failure if an entrepreneur

can have the better understanding on why entrepreneurship fail (Lussier, 2016).

The respondent for this research was focused on the Small and Medium
Enterprises (SME) in Melaka, Malaysia. The reason of why this research focusing on
SME was because SME as the party that very importance for every country to
address many challenge, such as job creation, sustainable economic growth,
equitable distribution, and also the overall stimulation of economic development
(Fatoki, 2018). The SME in Malaysia successful to improve the rate of gross
domestic product (GDP), exportation of local product, and also the rate of
employment in this recent year (Department of Statistics Malaysia, 2018). Other than
that, SME are also as the backbone of the Malaysia economy which 98.5% of
business that established in Malaysia are SME. The reason of why this research
focused on the SME in Melaka, Malaysia was because there are about 31, 361 SME
in the state of Melaka and the Melaka state was able to contribute RM 35, 155



Million for the GDP of Malaysia in 2016 (Department of Statistics Malaysia, 2017).
All the SMEs in Melaka is able to contribute for the improvement of GDP for
Melaka and also Malaysia. So it is importance that to make sure all of the SME able

to success in business for continuous contribution to the growth of Malaysia.

1.3 Problem Statement

Table 1.1: GDP by State, 2010-2016 of Constant 2010 prices
- Annual Percentage Change & Percentage Share to GDP
(Source: Table Publication GDP 2010-2016,
Department of Statistics Malaysia, 2017)

KDNEK mengikut Negeri, 2010-2014 pada Harga Malar 2010
- Perubahan Peratusan Tahunan & Peratus Sumbangan kepada KDNK

JADUAL 2 GDF by State, 2010-2016 at Constant 2010 Frices
TABLE = Annual Percentage Change & Percentoge Share o GDP
Perubahan Peratusan Tahunan Peratus Sumbangan kepada KDNK

NEGERI Annual Percentage Change Percentage Share to GDP

STATE 2011 2012 20013 2014 2015° 2017 2010 2011 2012 2013 2014 2015 201¢°
1 Johor &5 a5 4.7 6.5 5.4 57 7.0 7.1 7.2 2.2 7.3 93 7.4
2 Kedah 8.1 56 48 4.1 5.6 3.2 33 3.4 34 3.4 34 3.4 34
3 Kelanton FA| 52 a3 5.1 as 4.8 1% 9 1.5 1.9 1.9 % 1%

( 4 Melaka 54 70 2.4 7.7 55 4.5 2.9 29 30 29 30 30 30 )

5 Neger Sembilan 59 40 2% 3.0 4.4 3.5 a7 a7 az 37 36 3.5 as
6, Pahang 6.3 50 54 4.1 4.4 20 4.4 4.4 4.4 4.4 43 4.3 4.2
7. Fulau Pinang 5.4 4.5 5.1 8.0 5.5 5.6 6.4 6.5 6.4 6.4 65 6.6 6.7
8. Perak 7.0 7.4 52 A6 &0 4.1 53 5.4 55 5.5 54 55 5.5
? Pedis 27 50 33 51 23 e 0.5 0.5 0.5 0.5 0.5 0.5 05
10. Selangor 5.5 72 58 6.8 57 4.8 21.6 21.7 220 223 22.4 226 22.7
11 Terengganu 3.2 a2 4.3 6.0 23 3.1 2.8 27 2.7 27 2.7 2.6 24
12 Sabah 21 32 23 5.0 6.2 4.7 71 6.9 6.7 6.6 6.6 6.6 6.7
13. Sarawak b4 14 43 4.4 ig 23 10.6 .7 103 103 101 100 8
14, WP Kuala Lun'||:|ur1 87 70 69 8.5 L] 59 13.8 14.2 14.4 147 15.1 151 153
15 WP Labuan 137 82 7.2 3.3 69 7.2 0.4 0.4 0.5 0.5 0.5 0.5 0.5
16. Supra’ =6.F 33 =19 3.0 12 =20 6.3 3.3 5.4 a1 4.5 4.8 4.5

KDNK pada Harga Pembeli

GDP at Purchasers' Prices 53 55 47 6.0 50 42 1000 1000 1000 100.0 100.0 1000 1000

According to the table 1.1, the contribution for GDP of Melaka state to the
Malaysia GDP was fluctuated around 2.9%-3.0% (Department of Statistics Malaysia,
2017), which means there were don’t have any high improvement of Melaka’s GDP
in this recent year. So it is importance to ensure that SME in Melaka is able to
success in their business in purpose to provide more contribution and high

improvement to the GDP of Melaka and Malaysia.

' ) Universiti Teknikal Malaysia Melaka



Majority of the research are only focused on the factor success of SME
business, the factor of SME business failure should be also point out in purpose to
provide more importance information for SME to make improvement in purpose to
increase the chance of success by reducing the risk of failure. The factor that can lead
to business failure can be divide into two main group which are individual factors
and non-individual factors. Individual factors are standing for the entrepreneur’s
abilities and characteristics. For non-individual factors, it can be divide into two
main group which are internal and external influence. Internal non-individual factors
are describing the operation inside the SMEs business while the external
non-individual factors are dealing with the environment and influence from the

outside of the SMEs business on its performance (Mihajlovic et al., 2015).

There are several possible factors that can lead to business failure of SME in
Melaka, Malaysia, which are entrepreneurial personality characteristic, difficult in
obtaining new technology, business environment and also issues from PESTLE
analysis. The entrepreneurial personality characteristic and difficult in obtaining new
technology as the internal factors. Business environment and issues from PESTLE as
external factors (Nikolic et al., 2017). This research chose to focus on the factor of
entrepreneurial personality characteristics personality as the opponent of study
among all the factors that can lead to business failure. This is because personality
characteristics of entrepreneur to be the most importance factor that can lead to the
SME failure (Nikolic et al., 2017). The factor of entrepreneurial personality
characteristics that chose by researcher to involve in this study was Big Five
Personality Model which include with openness, conscientiousness, extraversion,
agreeableness and neuroticism (Antoncic et al., 2013). In the end of this research, the
most significant factor of entrepreneurial personality characteristics that can lead to
the SMEs business failure was defined by survey or questionnaire and discussed

details.



1.4 Research Questions

The question that had been answered in this research study are:
1. What are the factors of entrepreneurial personality characteristics that can lead
to business failure of SME in Melaka, Malaysia?
2. What are the relationship between entrepreneurial personality characteristics
with business failure of SME in Melaka, Malaysia?
3. What is the most significant factor of entrepreneurial personality characteristic

that can lead to business failure of SME in Melaka Malaysia?

1.5 Research Objectives

The objectives that had been created of this research are:
1. To identify the factors of entrepreneurial personality characteristics that can
lead to business failure of SME in Melaka, Malaysia.
2. To investigate the relationship between entrepreneurial personality
characteristics with business failure of SME in Melaka, Malaysia.
3. To clarify the most significant factor of entrepreneurial personality

characteristics that can lead to business failure of SME in Melaka, Malaysia.

1.6 Significant of Study

This research had pointed out the factors of entrepreneurial personality
characteristics that can lead to the SME business failure. The reason is to provide and
instill the information and knowledge in SME mind to help in increase the rate of
business success for SME business with better understanding on why a business fail.
The most significant factor of entrepreneurial personality characteristics that can lead
to SME business failure was also defined and discussed at the result finding of this

research in purpose to make sure that SMEs will alert on that factors to avoid from



