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Urbanization, which is espoused in the national economic policy (NEP), has contributed to the 
significant development of the housing sector in Malaysia. As they provide houses, private developers 
earn significant amounts of profit. However, after more than 30 years of implementation of NEP, 
indigenous developers are still conspicuously under-represented in the sector. Thus, a research on 
indigenous entrepreneurs in the housing development industry in Malaysia was conducted to get a 
background of the registered indigenous developers, their business setup, their business strategy, and 
the performance of their firms. There were 689 questionnaires distributed, of which 71 were returned 
and only 38 questionnaires were answered by indigenous housing development companies. To deeply 
capture their operation, interviews had been conducted on 18 respondents. Findings obtained from the 
survey and the interviews help explain their involvement in the housing industry. At the end of this 
chapter, few recommendations are given to help empower indigenous housing developers and enhance 
their participation in the housing industry. 
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INTRODUCTION 
 
In Malaysia, the private sector plays a dominant role in 
providing houses for the citizens (Johnstone, 1984; Goh, 
1997; Lim, 1997; Thillainathan, 1997; Yahya, 1997a). 
Private housing developers is defined as entrepreneurs 
who own housing licenses that enable them to construct 
affordable and quality houses for the citizens and, 
concurrently, obtain considerable profits from their 
investments. In Malaysia, only a licensed housing 
developer is allowed to conduct housing development 
activities (Yusof, 2004). According to Drewett (1973) and 
Yusof (2004), a private developer is typically profit driven. 
Johnstone (1984), Goh (1997), Lim (1997), Thillainathan 
(1997), and Yahya (1997a) acknowledge the dominant 
role of the private sector in providing houses for 
Malaysians. However the economic structure inherited 
from the British has resulted in a low involvement of 
indigenous housing developers in the housing sector.  

Indigenous refers to the native people of Malaysia 
(Jaafar et al., 2010). Indigenous developers are the less 
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dominant players in the industry in contrast to the non-
indigenous counterparts, mainly Chinese, in all states of 
Peninsular Malaysia (Zainol and Abdul-Aziz, 1999; 
Kamarul-Baharin, 2004). In the industry, housing 
developers are required to register their companies with 
the Real Estate and Housing Developers‟ Association 
(REHDA). However no identification could be made on 
the existence of indigenous companies, as REHDA does 
not have any record on the status of the companies.  

According to Johnstone (1984), housing is very 
speculative industry, and housing development industry 
has always been known as a rich man‟s “game.” Besides, 
investing into housing requires a lot of money; 
investments may only be recovered several years later, 
and there is no guarantee that projected sales would be 
met. Goh, (1997) agrees that various rules and 
regulations in the building industry contribute to the low 
participation of indigenous developers in the housing 
industry.  

It is interesting to note that contrary to studies on other 
sectors, studies on indigenous developers have not been 
treated as important. While there have been studies on 
indigenous developers, there are few publications and 
written articles about them (Agus, 1997). Government 
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policy is to encourage many indigenous developers to 
take advantage of income opportunities by getting 
involved in the contracting sector (the closest sector in 
the supply chain development), but only few of them are 
willing and able to take on risks. In addition, Buang 
(1997) argues that there are no special privileges or 
incentives granted by authorities to support indigenous 
housing developers. Most of the government funds and 
intervention measures are on franchising, manufacturing, 
and construction sectors.  

To date, relatively few studies on entrepreneurship 
involving the property development industry have been 
carried out worldwide. Among the studies conducted was 
that by Hui et al. (2006) on successful construction and 
property Chinese developers in Hong Kong. Sahari 
conducted another study on entrepreneurship in the 
housing development industry in 2009, exploring the 
social network of housing entrepreneurs. Albeit there are 
studies being conducted on this subject, it is important to 
note that there is not a single study that has documented 
the involvement of indigenous housing developers in 
Malaysia. Looking at the under-represented indigenous 
developers in Malaysia, a research on the indigenous 
housing developers is conducted to understand their 
sector better. The specific objectives of this research are 
as follows: 
 
1. To explore their existence in the industry;   
2. To identify the background of the registered indigenous 
developers and their business setup and  
3. To recognize their business strategy and performance.  

 
This paper begins with a discussion on the role of the 
government, which is believed to be very significant to the 
development of indigenous housing developers. 
Understanding the Malaysia economic structure can help 
explain the involvement of the government in the industry. 
The next section presents the research methodology. The 
discussion of the result follows the analysis. The last 
section provides recommendation to stakeholders on how 
to empower the existence of indigenous housing 
developers in Malaysia. 
 
 
LITERATURE REVIEW 
 
The evolution of indigenous housing developers: the 
role of government policy 
 
In many developing countries, urbanization is one of the 
important influencing factors at work that not only 
stimulate growth in modern sectors (Agus, 2002), but also 
contribute to the acute housing demand among the lower 
and middle-income groups in cities and other urban 
agglomerations (II-Seong Yoon, 1994; Agus, 1997; 
Chrisholm, 1992). The housing sector has been 
recognized as a vital key component of economic 

 
 
 

 
activities in the urbanization process (World Bank, 1993) 
and in promoting a nation‟s economic and social growth 
(Sheng, 1998; Zhang, 2000; Hayakawa, 2002; Hirayama, 
2003; Usilappan, 2005).  

The major factor in the urbanization process of 
Peninsular Malaysia can be traced back to the National 
Economic Policy (NEP) (Agus, 2002). Established in 
1970, the NEP is an affirmative action designed to solve 
the inter-ethnic tensions between the indigenous and the 
non-indigenous.  

The NEP, also known as the “indigenous policy” 
(Derichs, 2001), has two-pronged strategies: 1) to reduce 
and eventually eradicate poverty by raising income levels 
and increasing employment opportunities for all 
Malaysians irrespective of race; and 2) to correct 
economic imbalances to reduce and eventually eliminate 
the identification of race with economic function 
(Malaysia, 1971).  

The NEP is a 20-year program that ended in 1990. 
Technically, the NEP ended in 1990. However, its ideas 
seemed to be perpetrated by its replacements, 
particularly the National Development Policy (NDP, from 
1991 to 2000) and the National Vision Policy (NVP, which 
was set to run from 2000 to 2010). Although the new 
policies emphasize achieving rapid growth, 
industrialization, and structural change, in reality, they are 
very much influenced by the NEP‟s restructuring policies 
and are regarded as a continuing effort to achieve the 
original objectives set out in the NEP (Jomo, 2004; Idris, 
2008).  

The NEP is aimed at enabling indigenous communities 
to enjoy the fruits of development the same way the non-
indigenous communities do. To achieve this, the 
indigenous must participate equally in the modern 
productivity of technology in both the government and the 
private sector (Torii, 1997; Saniman, 2007). It is 
interesting to note that since the British colonial period 
until after independence, in contrast to other ethnic 
groups, a majority of the Malays stayed in rural areas 
than in towns, populated the relatively poorer states, held 
lower-echelon positions in industries and enterprises, 
and, by average, had a much lower standard of living 
(Faaland et al., 1990; Zain, 2005; Saniman, 2007). 
Therefore, the NEP acts as a medium to assist the 
indigenous in terms of growth and distribution to improve 
their standard of living to a level comparable with that of 
the non-indigenous without seizing the latter‟s wealth and 
success.  

Although NEP was put into practice for more than three 
decades, its effectiveness was put into question. This 
research explores the achievement of indigenous 
developers during the implementation of the NEP. 
 
 
Background of the owner-managers 
 
The demographic profile of owner-managers has  been  a 



 
 
 

 
focus by many entrepreneur researchers. They argue that 
this profile is important because, somehow, it can 
contribute to firm performance. Among the variables often 
measured include gender, age (Begley and Boyd, 1986; 
Box et al., 1993; Abdullah, 1999), education level (Lussier 
and Pfeifer, 2001; Wagner and Sternberg, 2004), and 
work experience (Ibrahim and Goodwin, 1986; Steiner 
and Solem, 1988; Box et al., 1993; Jo and Lee, 1996; 
Abdullah 1999; Lee and Tsang, 2001; Harada, 2003). 
 

 
Firm characteristics 
 
From past literature, the most common things surveyed to 
get a company‟s profile are age and size. Among 
researchers that highlight the importance of age are 
Begley and Boyd (1986), Box et al. (1993), Birley and 
Westhead (1990), and Hashim et al. (1999).  

In the housing development industry, there is no 
standard indicator that can be used to measure size of a 
developer (Yusof, 2001). As a result, scholars have 
introduced various indicators to determine size of a 
developer. Among the popular determinants used include 
location of a firm‟s operation (Craven, 1969; Lambert, 
1990; Sirat et al., 1999), size of housing projects 
developed (Ghani and Lee, 1997; Yusof, 2001), number 
of houses developed in a housing project (Craven, 1969) 
or on a yearly basis (Drewett, 1973; Bather, 1976), and a 
firm‟s experience (Sirat et al., 1999). 

 
Business strategy 
 
According to Chandler (1962), there are four types of 
generic strategies, namely expansion of volume, 
geographic dispersion, vertical integration, and product 
diversification. Ho (2006) agrees that prime location 
determines the success of a project of a firm. 

 
Firm performance 
 
A survey on literature reveals there are various ways to 
measure financial performance. Nonetheless, there is not 
a single uniformly accepted indicator to measure 
performance (Begley and Boyd, 1986; Box et al., 1993). 
Generally, performance can be measured using either 
financial or non-financial indicators. In a financial sense, 
firm performance is measured in terms of profitability 
(Lafuente and Salas, 1989; Birley and Westhead, 1990; 
Harada, 2003) and growth (Bruderl and Preisendorfer, 
1998; Kim and Choi, 1994; Poisson et al., 2002; Che-
Rose et al., 2006a, b). 

 
METHODOLOGY 
 
Sampling procedure 
 
In this research, multi-method  sequential  explanatory  design  was 
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adopted to gather data and relevant materials about the research 
topic. The rationale for adopting this method was that it can help 
explain in detail the involvement of indigenous housing developers 
in Malaysia. In the present research, addresses of respondents 
were gathered from various sources, namely: 1) the Ministry of 

Housing and Local Government MHLG‟s website; 2) the REHDA 
directory 2004/2005; 3) the Malay Chamber of Commerce; and 4) 
the local authorities from every state. Based on these, 579 out of 
1158 housing companies were selected as respondents using the 
simple random sampling technique. Hence, the final number of 
companies selected as respondents for this study was 689. An 
interview, besides helping gather an in-depth understanding of the 
subjects, enables the interviewer to discover copious information 
regarding the interviewee‟s perceptions, opinions, and feelings 
about a subject (McQueen and Knussen, 2002). The respondents 
interviewed were those who indicated in the returned 
questionnaires their willingness to be interviewed. 

 
Questionnaire design 
 
Backgrounds of respondents were measured in terms of their 
position, age, highest level of education, area of specialization, 
reason for initiating business, courses attended before and after 
they initiated the business, and work experience. In terms of 
company background, the questions refer to status, core activities, 
business paid up, number of workers, and market characteristics. 
Measurement of business strategy was based on the method by 
Chandler, (1962) that includes market, business activity, and sale 
and geographical aspect of firm performance. The items were 
measured using a 7-point Likert scale, from “decrease more than 
20%” to “increase more than 20%,” to measure growth of a firm in 
terms of sales and profit margin. This scale was used by 
Puspowarsito (2006) to measure the relationship between corporate 
entrepreneurship and firm performance. 

 
RESULTS AND ANALYSES 
 
Background of the respondents 
 
Majority, or 57.9%, of the respondents who took part in 
the postal survey were top-tier managers, such as 
directors, executive chairmen, and chief executive 
officers (CEOs). The second-largest group of 
respondents, 42.1%, were those in the middle-ranked 
management level, including managers and assistant 
managers. From the interviews, it was found that in some 
companies, middle-ranked managers were given the 
responsibility to run the company‟s operation from 
administration to technical works. Nevertheless, the 
owner of the company was still in charge of financial 
matters. The entire operation was not left solely in the 
hands of the managers because at the end of the day, 
the owners would be held responsible for any profit or 
damage incurred from the manager‟s judgments and 
decisions. One of the managers explained that his 
chairman trusted him to run the company all by himself. 
He was even trusted to make decisions, except for those 
related to finance, in the company. For financial matters, 
his chairman would discuss the subject with him before 
making the final decision.  

In terms of gender, it can be concluded that men 
dominated the housing development industry in Malaysia 
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since only one female took part in the survey. All of the 
interviewees who participated in the face-to-face 
interviews were males. In terms of educational 
background, 76.3% of the sampled indigenous housing 
developers in Malaysia reached the tertiary level of 
education, and 60.5% specialized in housing-related 
fields, such as building, planning, architecture, 
construction, and engineering (60.5%). Moreover, 68.4% 
of them worked in housing-related industries, such as 
construction, architecture, and ready-mix, before they 
became developers.  

The interviewees stressed that work experience, not 
education, was what it takes to become a housing 
developer. An interviewee from Johor emphasized, 
 
“No, you do not have to be educated, it’s all about 
managing risks.” 
 
To them, the experiences they had obtained gave them 
the exposure and confidence to manage a housing 
business. One of the CEOs explained that he was in a 
petrol-retailing business before he jumped into the 
housing business. He admitted that although he had 
never worked in a housing-related industry, the lucrative 
returns on investment lured him into the industry. He 
used his experience and expertise in petrol retailing to 
manage the housing business.  

Nonetheless, respondents also agreed that to become 
a housing developer, an individual need not be highly 
educated. One of the managing directors said,  
“Education is important but you do not have to be highly 
educated to become a developer.” Even so, they must 
possess certain technical background to help them see 
through the complex and lengthy process of housing 
development. Both groups agreed that knowledge of the 
industry was very important to stay long in the housing 
industry.  

In terms of age, 63.2% of the respondents became 
housing developers during their prime age, that is 
between 25 and 45 years old. Some, 47.4%, became 
housing developers with their own initiatives, while 
others, 55.3%, became housing developers because of 
their interest in the field. Only 15.8% of the respondents 
cited money as reason for their involvement in the 
business. Nevertheless, 21.1% of the respondents 
became housing developers before they reached 25 
years old, while 15.8% became developers after hitting 
45 years old.  

Based on the interviews, respondents who started early 
in the housing sector did so because either they inherited 
the business from their family or they were promoted by 
the company they worked in. For those who inherited the 
business, they were expected to continue and expand the 
family tradition. One director said that when he was 
young, he was told that he would take over the family‟s 
business. Thus, from an early age, he was exposed to 
the business world and was sent to learn building 

 
 
 

 
engineering to gather relevant knowledge and to prepare 
for taking over the business.  

For those who started late in the industry, they became 
housing developers following their retirement or 
resignation after having accumulated wealth from their 
previous jobs sufficient to start a housing business. A 
managing director exclaimed, 
 
“Housing promises good return; high risk but high 
returns.” 
 
Before starting their housing companies, half of the 
respondents attended related courses, while the other 
half did not attend any. Nevertheless, majority, or 63.2%, 
of the respondents attended courses after their 
companies started operation. Results from the interviews 
were contradictory. Seven out of 18 interviewees 
stressed that they never attended any course because 
there was no course on housing. The director from 
Terengganu said, 
 
“No, there are no courses on housing.” 
 
Most of them agreed with those who claimed there was 
no course on housing development. An experienced 
managing director from Perak elaborated, 
 
“Actually, courses on housing per se, none. There are no 
courses on housing.” 
 
One CEO, on the other hand, explained that even though 
there are no identified courses on housing development, 
it was important for developers to attend other courses, 
especially those on improving management skills, such 
on how to manage a business and how to become a 
successful entrepreneur.  

This is because information obtained from attending 
these courses are useful in helping developers enrich 
their knowledge on issues that could not be learned from 
classrooms. 
 
 
Business setup 
 
Results of the survey showed that 57.9% of the sampled 
indigenous housing development companies in Malaysia 
were in operation for less than 10 years, and the rest 
were in operation for more than 10 years.  

In terms of legal status, nearly all, or 97.4%, of the 
sampled indigenous housing development companies in 
Malaysia opted to be private limited companies. The 
interviews revealed that interviewees who opted to be 
private limited companies categorized their firms as 
medium-sized companies.  

Only 33.3% of those that opted to be private limited 
companies categorized themselves as small in size. One 
managing director said; 



 
 
 

 
“We are a small company, but in terms of size and value 
of projects, we are considered as medium-sized 
company.” 
 
He further explained that he preferred to carry on as a 
small company with minimal staff so that in times of 
difficulty, he would be able to maintain his staff and limit 
the company‟s overhead expenses. Consequently, it is 
worthy to learn that majority, or 71.1%, of the sampled 
indigenous housing development companies in Malaysia 
employed less than 10 workers.  

In terms of core activities, majority, or 59.8%, of the 
sampled indigenous companies in Malaysia were 
involved in other business activities related to housing, 
such as architecture, construction, and consultancy. The 
interviews validated this finding. Nearly all interviewees, 
or 77.8%, were involved in business activities other than 
housing, and one of the most common activities that they 
undertook was construction. As mentioned earlier, since 
most of the developers were contractors, it was 
conventional to note that they were simultaneously 
involved in both the construction and housing industries. 
A managing director stressed that developers must also 
take part in construction contracting when developing a 
housing project to generate higher profit. In terms of 
business paid-up capital, the majority of the sampled 
housing developers in Malaysia, 52.6%, started their 
housing business with a paid-up capital of between RM 
250,001 and RM 1,000,000.  

Nevertheless, there was a small group of respondents, 
28.9%, who started their businesses with a paid-up 
capital of RM 250,000 or less, and some, 18.4%, started 
with more than RM 1,000,000. The interviews revealed 
that developers would normally have higher build-up 
capital than the minimum requirement to more easily 
obtain bank loans. Another managing director said that 
companies with high paid-up capital normally had other 
business activities on the side. In the case of developers, 
they were also engaged in the construction-contracting 
business. Consequently, they were required to have a 
large amount of build-up capital that encompassed all 
their business activities so that they can be trusted to 
develop the project and to facilitate the process of loans 
applied for.  

Of the sampled indigenous housing companies in 
Malaysia, 21% preferred to develop medium-cost houses, 
7.9% preferred to develop low-cost houses, while only 
2.6% preferred to develop high-cost houses. Some 
companies, 63.2%, that constructed multiple types of 
houses in a housing project would include medium-cost 
components in the projected developments. A manager 
explained in one of the interviews that his company 
preferred to develop medium-cost houses because these 
houses were more saleable compared with the other 
types of houses. Moreover, he said, houses costing RM 
150,000 or less were always in demand in certain states 
because of affordability. 

 

 
 
 

 
Of the sampled indigenous housing companies in 

Malaysia, 36.8% had the tendency to develop housing 
projects in suburban areas, 34.2% in urban areas, and 
18.4% in rural areas.  

More indigenous developers preferred to develop in 
suburban areas because these places often attracted 
house buyers who wanted homes that are affordable and 
located close to facilities.  

A managing director from Perak reported that location 
played an important role in determining the viability of a 
housing project. He further explained that albeit there 
were other contributing factors involved in ensuring the 
viability and success of a housing project, location was 
still the most important contributor to saleability of 
houses. 
 
 
Business strategy 
 
In this research, business strategy refers to the plans of 
the companies over a five-year period, that is, from 2006 
to 2010. The variables measured include housing niche 
markets, business activities, business sales, and 
geographical aspect. The results are summarized in 
Table 1.  

As can be seen from Table 1, the housing activities in 
Malaysia can be regarded as dynamic given that 
developers were always in pursuit of increasing their 
business sales (89.5%) regardless of their preference to 
maintain their businesses in the current housing niche 
markets (50.0%) with the same business activities 
(55.3%) in the states they were currently involved in 
(71.1%).  

One significant result obtained from the interviews was 
that majority of the interviewees, 66.7%, had expressed 
their preference to stay in the states where their business 
had established rather than to diversify their businesses 
into other states. This was because the business 
opportunities in their states did not require them to seek 
for livelihood elsewhere.  

According to a managing director from Selangor/KL, 
another reason he chose to maintain his business in 
Selangor/KL was because he was already familiar with 
the state‟s rules and regulations on housing, from the 
approval stage to the implementation process.  

Albeit the procedure for implementing a housing project 
was similar from one state to another, every state would 
have its own set of rules for the housing development 
process.  

Diversifying their businesses into other states would 
require developers to start all over from identifying the 
market trends to familiarizing themselves with the new 
environment and local authorities. The abovementioned 
reasons, in addition to the complexity and high risk facing 
a housing business, make him more comfortable about 
keeping his operation in Selangor/KL since the business 
opportunity there was good. 
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Table 1. Summary of business strategies for the sampled indigenous housing development companies in Malaysia from year  
2006 to 2010. 

 
Descriptions Criteria Frequency % 

 

 Diversify into other housing niche markets 14 36.8 
 

Housing niche markets aspect Maintain current niche markets 19 50.0 
 

 Exit from certain niche markets 5 13.2 
 

 Diversify into other business activities 14 36.8 
 

Business activities aspect 
Maintain the same business activities 21 55.3 

 

Exit from certain business activities 2 5.3  

 
 

 Diversify and maintain business activities 1 2.6 
 

 Intend to increase the business sales 34 89.5 
 

Business sales aspect Maintain the same business sales 3 7.9 
 

 Intend to shrink the business sales 1 2.6 
 

 Diversify into other states 10 26.3 
 

Geographical aspect Maintain in the current states 27 71.1 
 

 Diversify and maintain in the current states 1 2.6 
 

 

 
Performance 
 
Firm performance had been measured by growth based 
on sales and profit margin. T-test showed there were no 
significant differences between these two measures. 
Result indicated that the majority of the respondents, 
60.6%, agreed that their overall performance increased in 
the range of 0%-20% for the past three years. Some 
respondents, 26.3%, reported a decrease of between 
0%-20%, while 15.8% recorded neutral growth. 
Interviews revealed that the well performing companies 
were those that have high goals, those that properly set 
their business strategies, and those that managed their 
businesses well. According to the respondents, there 
were many factors contributing to low company 
performance, such as excessive regulations imposed by 
the government, bureaucracy, various project-related 
problems, such as location factors, and absence of 
people to take over their businesses. 
 
 
DISCUSSION 
 
In terms of demographic profile, it can be concluded that 
a majority of the indigenous housing developers in 
Malaysia who took part in the research reached tertiary 
level of education, became housing developers between 
the ages of 29 and 35 years old because of interest in the 
field and eagerness to make more money. Nonetheless, 
a few of them were second-generation developers, i.e. 
they inherited the businesses from their families. The 
statistics also revealed that majority of the sampled 
indigenous developers attended courses and training 
especially after their businesses had commenced. 

 

 
As aforementioned, majority of the sampled indigenous 

housing developers were highly educated. This finding is 
consistent with that from the study by Jaafar (2003) and 
Sahari (2009), but is contradictory to the finding of Lee 
(1990), and Lee and Chan (1998). The studies by Lee 
(1990), and Lee and Chan (1998) indicate that most of 
the people who ventured into the business reached only 
the secondary level of education. According to these 
scholars, those who have gone to universities preferred 
to engage themselves in the more prestigious and 
professional jobs after graduation so that they can earn 
several thousand dollars per month rather than manage 
their own business. Lee and Chan (1998) further state 
that only those with average education and could accept 
lower salaries would get into the business. Even so, this 

trend has started to change after the 19
th

 century as most 
of the scholarly works have proven that business 
founders were highly educated (Jaafar, 2003; Sahari, 
2009).  

The second reason that could contribute to the 
increasing number of entrepreneurs with high level of 
education was the existence of the second-generation 
entrepreneurs taking over businesses from their parents. 
Based on the interviews, respondents with the intention to 
leave their business had taught their children everything 
they needed to know about managing a business and 
made them gather relevant knowledge on housing-related 
matters. One managing director, who was a second-
generation business owner, elaborated that he purposely 
continued his study in building engineering because he 
knew that it would be useful for him when he took over 
the family‟s business. Even so, he added that to get the 
exposure and in-depth understanding of the industry that 
he needed and that 



 
 
 

 
could not be obtained inside the classroom, he did his 
practicum in a construction company. Furthermore, 
according to Yaacob (1989), working in related fields acts 
as a stepping stone for developers to learn the basic 
requirements of the business and as a motivation for 
them to pursue their aspirations.  

In terms of attending courses, the results were 
contradictory. Albeit the statistical findings from the postal 
survey proved that a majority of the sampled indigenous 
housing developers in Malaysia preferred to attend 
courses especially after their businesses had 
commenced, results from the interviews would show that 
there were a handful of housing developers who did not 
undergo actual courses on housing development. 
According to them, even if there are courses organized 
by the government, the private sector, or non-government 
organizations, these were more related to licensing and 
did not focus on the procedures and technical aspects.  

Results of the analysis showed that the sampled 
indigenous housing development companies in Malaysia 
categorized themselves as private limited companies, 
have been in operation as a developer for less than 10 
years with paid-up capital of between RM 250,001 and 
RM 1,000,000, were involved in other business activities 
related to housing, and employed less than 10 workers. 
Moreover, a majority of them preferred to develop 
medium-cost houses in suburban areas.  

From the interviews, it can be concluded that the 
sampled indigenous developers in Malaysia classified 
their firms as small and medium private limited 
companies according to the size and values of their 
projects. The result supports those from the study 
conducted by Craven (1969), and Ghani and Lee (1997), 
who categorized size of a developer according to the 
number of houses developed in a project. However, 
results of this study are contrary to those of the study by 
Bather (1976), who categorized a developer according to 
the number of working employees. This is because, more 
often than not, housing firms in Malaysia only have 
skeleton employees to manage their daily operations. 
They prefer to outsource a large proportion of high-level, 
knowledge-intensive activities rather than to engage and 
retain well-performed employees (Abdul-Aziz et al., 
2006).  

The findings also revealed that majority of the sampled 
indigenous developers in Malaysia were contractors. 
They either started as contractors before embarking on 
the housing business or had become contractors after 
embarking on the same. Some of them acted 
simultaneously as contractors and housing developers. 
For that reason, it is interesting to note that majority of the 
sampled indigenous developers started their companies 
with a paid-up capital higher than the minimum 
requirement for housing development, that is, RM 
250,000. This finding is validated by a managing director 
from Kelantan. According to him, contractors who were 
also developers needed to have a higher paid-up 

 

 
 
 

 
capital to meet the minimum requirement for both the 
construction (from CIDB) and housing development 
businesses (from MHLG). He further said that high paid-
up capital would make it easier to obtain bank loans.  

Findings showed that the sampled indigenous housing 
developers in Malaysia were more inclined to develop 
medium-cost houses, in particular single and double-
storey terrace houses. This finding supports those from 
the scholarly works done by Agus (1997), Goh (1997), 
and Yahya (1997b). Even the state corporations have 
shown interest in constructing medium and high-cost 
houses, albeit their major role is to actually construct and 
distribute low-cost houses (Agus, 1997). Few grounds 
might explain this scenario.  

Aside from showing the preference for developing 
medium-cost houses, the findings also revealed that the 
sampled indigenous housing developers in Malaysia had 
the inclination to implement housing projects in suburban 
areas. This finding supports that by Goh (1997), who 
asserts that developers have the tendency to develop 
medium-terrace houses located in urban areas especially 
the suburbs. This is because the demand for houses in 
the suburbs is relatively high compared with that in urban 
and rural areas (Pacione, 1991). A director from 
Terengganu stressed that all his housing development 
projects took place in suburban areas. As a small-time 
developer, he did not have the financial capacity and 
sufficient labor resources to compete with big players in 
urban areas. Hence, he rather developed houses in 
suburban areas where the competition was not too tough 
and where construction materials were cheaper. He 
further elaborated that since his targeted house buyers 
belonged to the middle-income groups, such as teachers 
and government servants, prices of his houses never 
exceeded RM 150,000 to ensure a consistent sale.  

For business strategy, this research measured the 
long-term plan of the sampled indigenous housing 
development companies in Malaysia in terms of their 
housing niche market, business activities, business sales, 
and geographical aspects to achieve success and 
growth.  

From the findings, it can be summarized that the 
housing activities in Malaysia can be considered dynamic 
given that the developers were always in pursuit of 
increasing their business sales regardless of their 
preference to maintain their businesses in the current 
housing market with the same business activities in the 
states that they currently involved in. Malaysian indi-
genous developers preferred to maintain their operations 
in the states they were currently operating. Having 
familiarized themselves with the local and state‟s rules 
and regulations, any problem arising during the process, 
especially during the first stage of development, could be 
solved quickly with the help from local authorities. 
Implicitly, the approval process can be shortened, thus, 
resulting in the success of a firm.  

Besides good-quality  and  sufficient  firm  resources, 
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locational factors have been determined as the most 
important in influencing a potential buyer‟s decision to 
buy houses. Demand for houses will determine firm 
performance. Having put high capital in each project 
development, developers need to ensure that sale of the 
houses would bring positive cash flow to the firm. 
 
 
CONCLUSIONS AND RECOMMENDATIONS 
 
Results of the analysis showed that Malaysian indigenous 
developers were males, between the ages of 25 to 35 
years old, with a tertiary educational back-ground. Most 
of them started their companies with their own initiatives 
because of interest in the field and their eagerness to 
make more money. The developers unanimously agreed 
that attending courses before initiating the business 
influences the success of a firm. In terms of profile of 
companies, the majority of the indigenous housing firms 
in Malaysia were medium-sized in scale, and they were 
also contractors. They either started as contractors 
before they became developers, or they worked 
simultaneously as developers and contractors. The firms 
also had an inclination towards developing medium-cost 
houses in suburban areas.  

The Malaysian indigenous developers preferred to 
maintain their operations in the states they were currently 
operating. Having familiarized themselves with the local 
and state‟s rules and regulations, any problem arising 
during the process, especially during the first stage of 
development, could be solved quickly with the help from 
local authorities.  

It can be concluded from the results that indigenous 
developers were still in the infancy stage as a few of them 
inherited the businesses from their parents. Many of them 
declared that they were satisfied with their performance, 
but actual performance is hard to measure because 
housing business is very localized. They have to be 
familiar with local government officers, they must have 
strong networking with other members of the industry 
supply chain, and they must cater to the local housing 
needs. This research provides few significant 
recommendations to various parties to help empower the 
indigenous developers in the housing industry.  

In the interviews, many of the developers complained 
about the existing rules and regulations, saying these 
were too strict and complex. More lenient and less 
complicated regulations would not only benefit all 
developers, indigenous or otherwise, but would indirectly 
encourage the emergence of indigenous developers. 
Moreover, the government also can propose joint 
ventures with indigenous developers. Joint ventures 
between the two parties entail smaller financial capital as 
this would not require developers to purchase their own 
land. Besides costs, risks also are reduced because all 
preliminary investigations on market demand have 
already been conducted. Normally, housing projects of 
the government face high demand. Furthermore, the 

 
 
 

 
government and NGOs should organize more courses 
and seminars for the developers and developers-to-be so 
that they get an idea on how to run a housing 
development business. These courses can act as a 
platform for indigenous housing developers to gather, 
exchange their experiences, and bring forward their 
problems to the attention of relevant government 
agencies. In addition, a “mentor-mentee” program should 
be established between the existing developers and the 
newcomers. Indigenous housing developers should team 
up with their non-indigenous counterparts and build a 
genuine win-win partnership. There have been few 
examples of successful joint ventures of housing 
development companies, such as that by MK Land 
Holdings Berhad and Glomac Berhad. 
 
 
ACKNOWLEDGEMENT 
 
This report represents part of the findings from a research 
grant funded by National Institute of Valuation (INSPEN), 
Valuation and Property Services Department, Ministry of 
Finance, Malaysia. 

 
REFERENCES 
 
Abdul-Aziz AR, Ho SY, Jaafar M (2006). Competitive resources of 

private housing developers: the Malaysian perspective. J. Eng., 
Design Technol., 4(1): 71-80.  

Abdullah MA (1999). Myths and realities of small and medium 
enterprises in Malaysia. In International Conference on Small and 
Medium Enterprises at New Crossroads: Challenges and 
Prospects. Penang, 28-30 September 1999. Malaysia. Universiti 
Sains Malaysia.  

Agus MR (1997). Historical perspective on housing development. In 
Mohd-Don, A., ed. Housing the nation: a definitive study. Kuala 
Lumpur. Cagamas Berhad. pp. 29-69.  

Agus MR (2002). The role of state and market in the Malaysian 
housing sector. J. Hous. Built Environ., 17(1): 49-50.  

Bather N (1976). The speculative residential developer and urban 
growth. Geographical paper no.47. Reading. University of 
Reading.  

Begley TM, Boyd DP (1986). Executive and corporate correlates of 
financial performance in smaller firms. J. Small Bus. Manage., 
24(2): 8-15.  

Birley S, Westhead P (1990). Growth and performance contrasts 
between „types‟ of small firms. Strat. Manage. J., 11: 535-557.  

Box TM, White MA, Baw SH (1993). A contingency model of new 
manufacturing firm performance. Entrepreneurship: Theory Pract., 
18(2): 31-45.  

Bruderl J, Preisendorfer P (1998). Network support and the success 
of newly founded business. Small Bus. Econ., 10: 213-225.  

Buang S (1997). Bumiputera house ownership and participation and 
other issues relating to the housing industry. In Mohd-Don A (ed). 
Housing the nation: a definitive study. Kuala Lumpur: Cagamas 
Berhad., pp. 273-314.  

Chandler AD (1962). Strategy and structure: chapters in the history 
of the industrial enterprise. Massachussetts. The M.I.T. Press.  

Che-Rose R, Kumar N, Lim LY (2006a). Entrepreneurs success 
factors and escalation of Small and Medium-sized enterprises in 
Malaysia. J. Soc. Sci., 2(3): 74-80.  

Che-Rose R, Kumar N, Yen LL (2006b). The dynamics of 
entrepreneurs‟ success factors in influencing venture growth. J. 
Asia Entrep. Sustain., 2(3): 1-19.  

Chrisholm M (1992). Population growth and housing. In Allen WA, 
Courtney RG, Happold E and Wood AM (ed). A global strategy for 



 
 
 

 
housing in the third millennium. London. The Royal Society.  
Craven E (1969). Private residential expansion. In Kent 1956-64: a 

study of pattern and process in urban growth. Urban Stud., 6(1): 1-
16.  

Derichs C (2001). A step forward: Malaysian ideas for political 
change. J. Asian Afr. Stud., 37(1): 43-65.  

Drewett R (1973). The developers: decision process. In Hall et al., 
ed. The containment of urban England. London. PEP. pp. 163-
193.  

Faaland J, Parkinson JR, Saniman R (1990). Growth and ethnic 
inequality: Malaysia‟s New Economic Policy. Kuala Lumpur. 
Dewan Bahasa dan Pustaka.  

Ghani S, Lee CM (1997). Low cost housing in Malaysia. Kuala 
Lumpur. Utusan Publications.  

Goh BL (1997). Housing today. In Mohd-Don A (ed). Housing the 
nation: a definitive study. Kuala Lumpur. Cagamas Berhad. pp. 
71-106.  

Harada N (2003). Who succeeds as an entrepreneur? An analysis of 
the post-entry interdisciplinary perspective: volume 1. Japan World 
Econ., 15: 211-222.  

Hashim MK, Wafa SA, Sulaiman M (1999). Entrepreneurial 
characteristics, strategy types and performance of small and 
medium-sized enterprises in the Malaysian manufacturing sector. 
In International Conference in Small and Medium Enterprises at 
New Crossroads: Challenges and Perspectives. Penang. 28-30 
September 1999. Malaysia. Universiti Sains Malaysia.  

Hayakawa K (2002). Housing policy systems in south and east asia. 
Japan. In Agus, M.R.; Doling, J. and Lee, D.S. ed. Palgrave: 
MacMillan.  

Hirayama Y (2003). Home ownership in an unstable world. In Forrest 
R and Lee J (ed). Housing and social change. London. Routledge.  

Ho SY (2006). Valuable resources of Malaysian private housing 
developers: an examination of the resource-based view theory. 
Masters thesis. Universiti Sains Malaysia. Malaysia.  

Hui SKF, Csete J, Raftery J (2006). Factors involved in the success 
of Hong Kong construction and property entrepreneurs. Int. J. 
Entrepreneur. Behav. Res., 12(4): 228-245.  

Ibrahim AB, Goodwin JR (1986). Perceived causes of success in 
small business. Am. J. Small Bus., 11(2) 41-50.  

Idris A (2008). An analysis of Malay-Sino relations in Malaysia. Asian 
Soc. Sci., 4(2): 3-12.  

ll Seong Yoon (1994). Housing in a newly industrialised economy: 
the case of South Korea. Aldershot. Avebury.  

Jaafar M (2003). Faktor-faktor kritikal kejayaan firma pembinaan 
bersaiz kecil dan sederhana. PhD thesis. Universiti Sains 
Malaysia, Malaysia.  

Jaafar M, Abdul Aziz AR, Ali R (2010). Entrepreneurship: A critical 
outlook on Housing developers in Malaysia, Int. J. Construct. 
Manage., 10 (4): 75-99.  

Jo H, Lee J (1996). The relationship between an entrepreneur‟s 
background and performance in a new venture. Technovation, 
16(4): 161-171.  

Johnstone M (1984). Urban housing and housing policy in Peninsular 
Malaysia. Int. J. Urban Region. Res., 8(4): 497-529.  

Jomo KS (2004). The New Economic Policy and interethnic relations 
in Malaysia. In UNRISD Programme on identities, conflict and 
cohesion. Working paper, paper no. 7. United Nations research 
institute for social development.  

Kamarul-Baharin SN (2004). Motivasi keusahawanan pemaju 
perumahan Bumiputera di Pulau Pinang. Masters thesis. Universiti 
Sains Malaysia, Malaysia.  

Kim Y, Choi Y (1994). Strategic types and performance of small firms 
in Korea. Int. Small Bus. J., 13(1): 13-25.  

Lafuente A, Salas V (1989). Types of entrepreneurs and firms: the 
case of new Spanish firms. Strat. Manage. J., 10: 17-30.  

Lambert C (1990). New house building and the development industry 
in the British area. Working paper 86. School for Advanced 
Studies. Bristol. University of Bristol.  

Lee DY, Tsang EWK (2001). The effects of entrepreneurial 
personality, background and network activities on venture growth. 
J. Manage. Stud., 38(4): 583-602. 

Lee J,  Chan  J  (1998).  Chinese   entrepreneurship:   a  study  in 

 

                         138      Afr. J. Estate Property Manag. 
 

 

 
Singapore. J. Manage. Dev., 17(2): 131-141.  
Lee SML (1990). Malaysia‟s industrial and entrepreneurial profile. 

Malaysian Manage. Rev., 25(12): 3-10.  
Lim JCS (1997). Housing and the environment: a planner‟s 

perspective. In Mohd-Don A (ed). Housing the nation: a definitive 
study. Kuala Lumpur. Cagamas Berhad, pp. 667-707.  

Lussier RN, Pfeifer S (2001). A cross-national prediction model for 
business success. J. Small Bus. Manage., 39(3): 228-239.  

Malaysia (1971). Rancangan Malaysia Kedua, 1971-1975. Kuala 
Lumpur: Jabatan Cetak Kerajaan.  

McQueen RA, Knussen C (2002). Research methods for social 
science: a practical introduction. England. Pearson Education.  

Pacione M (1991). Development pressure and the production of the 
built environment in the urban fringe. Scottish Geographical 
Magazine. 1973. pp. 162-169.  

Poisson R, Su Z, D‟ambossee G, Gasse Y (2002). Success factors 
for small and medium-sized Canadian enterprises doing business 

in emerging Asian markets. In 4
7th

 World Conference in 
International Council for Small Business. San Juan, Puerto Rico. 
16-19 June 2002.  

Puspowarsito H (2006). Entrepreneurship and the performance of 
medium-sized manufacturing firms in Indonesia: the role of the 
marketing mix and business environment. PhD thesis. Universiti 
Sains Malaysia, Malaysia.  

Sahari MH (2009). The application of social network theory on small 
and medium private housing developers in Malaysia. Masters 
thesis. Universiti Sains Malaysia, Malaysia.  

Saniman MR (2007). The role of the New Economic Policy (NEP) in 
building a united Malaysian in diversity. „Online‟. Available at : 
http://www.epu.jpm.my/NewFolder/developmentplan/opp3/cont_ch 

ap2.pdf [assessed 15
th

 December 2007]  
Sheng A (1998). Housing finance and Asian financial markets: 

Cinderella coming to the ball. Vital Speeches of the Day, 64(8): 
251-255.  

Sirat M, Che-Hamat AF, Abdul-Aziz AR, Rahim A, Salleh H, Yaakob 
U (1999). Low-cost housing in urban centres of Malaysia: issues 
and challenges. Malaysia. Penerbit USM.  

Steiner MP, Solem O (1988). Factors for success in small 
manufacturing firms. J. Small Bus. Manage., 26(1): 51-56.  

Thillainathan R (1997). Financing housing development and home 
ownership. In Mohd-Don A (ed). Housing the nation: a definitive 
study. Kuala Lumpur: Cagamas Berhad. pp. 107-149.  

Torii T (1997). The New Economic Policy and the United Malays 
National Organisation: with special reference to the restructuring 
of Malaysian society. Develop. Econ., 37(3): 209-239. 

Usilappan M (2005). Property risk analysis. In 16
th

 National Real 
Estate Convention 2005: developing real estate into the future. 
Kuala Lumpur. 5-6 July 2005.  

Wagner J, Sternberg R (2004). Start-up activities, individual 
characteristics and the regional milieu: lessons for 
entrepreneurship support policies from German micro data. 
Annals Region. Sci., 38: 219-224.  

World Bank (1993). Housing: enabling markets to work with 
technical supplements. USA. The International Bank for 
Reconstruction. Washington D.C.  

Yaacob MF (1989). Traders and Malay perniagaam: a study in Kota 
Bharu, Kelantan. Kuala Lumpur. Oxford University Press.  

Yahya AZ (1997a). Low-cost housing: the government viewpoint. In 
Mohd-Don A (Ed) Housing the nation: a definitive study. Kuala 
Lumpur. Cagamas Berhad. pp. 229-250.  

Yahya AZ (1997b). Low-cost housing: the government viewpoint. In 
Mohd-Don A (Ed). Housing the nation: a definitive study. Kuala 
Lumpur. Cagamas Berhad: pp 29-69.  

Yusof N (2001). Behavior of private developers in the face of low 
cost housing policy in Malaysia. PhD thesis. Universiti Sains 
Malaysia. Malaysia.  

Yusof N (2004). The pattern of low-cost housing development by 
private developers in major urban areas as well as she Malaysia: 
case study cities in Kedah and Perlis. Universiti Sains Malaysia 
short term grants. School of Housing, Building and Planning. 
Universiti Sains Malaysia. 

Zain R (2005). Memahami kelemahan  Dasar  Ekonomi  Baru.  Kuala 



Mastura & Roslinda               139 
 
 

 
Lumpur: Gateway Publishing House Sdn. Bhd.  
Zainol H, Abdul-Aziz AR (1999). Pemaju perumahan Bumiputera di 

Malaysia: satu analisis. Malaysian Surveyor., 34(4): 20-26.  
Zhang XQ (2000). The restructuring of the housing finance system in 

urban China Cities. 17(5): 339-348. 


