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Abstract

In the global slowdown, there is a revived interest in entrepreneurship development particularly in new startups based on technology. Many countries see this as a basis for future growth and competitiveness. To encourage technology-based entrepreneurship, also called technopreneurship, business plan competitions could be one strategy. Typically one finds business plan competitions either for members of a region of a country (e.g., SW Pennsylvania); or, as an extension of University programs in business and entrepreneurship (e.g., MIT).  Certainly such competitions can generate and exploit interest in entrepreneurship. 

In Malaysia, beginning in 2001, a business plan competition with a difference has been established. It is not organized to draw participation from educational institutions. It was not a competition initiated by venture capitalists, but a national effort. The three parties organizing it included a consulting firm (McKinsey), a stock exchange (Mesdaq/KLSE), and a nonprofit business organization (the Malaysian Institute of Management).  Of course it had the support of the government and many others. Its goal is to show-case technology oriented new startups to suppliers of capital and to suppliers of know how and who. But its goal also is help foster an entrepreneurial buzz in the nation. In this sense, it is a national business plan competition that merges three functions: a business plan competition, a venture capital forum, and a network building venue.

The paper considers the case for such a competition, and reports on who were the initial contestant participants.
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Introduction

In the highly competitive global environment, knowledge and information are key factors in the competitiveness of nations. Technology is perhaps the basic cause and effect of the cumulative wealth of rich nations. It holds the promise of bringing poor nations out of poverty.  It is the engine of economic growth (e.g., Chen and Shimonmura, 1998). Changes in technology disrupt the comparative advantage of nations and industries, as well as disrupting small firms. But, it is entrepreneurs in their search to discover future businesses, who push and exploit technology. Knowledge and information can be reflected in both technology and entrepreneurship. It is the marriage of the two that led to the development of the term “technopreneurship” in Singapore, and now in Malaysia (e.g., MSC Tehnopreneur 2002), to refer to new or high-growth potential enterprises based in technology. The races are on to either replicate or go “one-up” Silicon Valley in other countries. Newly developed countries realize that the West grew rich because resistance to technology adoption was weaker there (e.g., Parente & Prescott, 1994).

There are alternative ways to develop and energize technopreneurship and economic development. For example, efforts are underway in many countries to develop science and technology parks as these have been. These are intended to provide the necessary eco-systems for technopreneurship development (e.g. Westhead & Batstone, 1999). Entrepreneurship development has also taken the form of entrepreneurship programs in educational institutions (Tan, 2002). Yet another way in which entrepreneurship has been encouraged is through business plan competitions. Many universities sponsor business plan competitions where awards are given to plans judged the best.  Generally they are associated with entrepreneurship classes, so the contestants tend to be business-entrepreneurship students (graduate or undergraduate). For example in the US some fifty schools sponsor business plan competitions (Warshaw, 1999). Perhaps the most prestigious is the MIT $50K Entrepreneurship Competition designed, though, for students and researchers in the MIT community to act on their ideas and produce tomorrow’s leading firms (MIT, 2003).

Apart from university based business plan competitions, there are private sector competitions sometimes driven by venture capitalists to garner interesting projects and to also screen prospective recruits for their venture capital firms (Seymour, 2002). There are also business plan competitions whose goal is to promote economic development in a specific region and requiring either a member of the team to live there or the business is to be launched there (e.g., Triad, 2002). 

In Malaysia, a national business plan competition was launched in 2001. It does not focus on academic entries by university students. Business plans that are in the process of implementation are the focus. The competition embodies elements of a venture forum, because the teams are matched with potential investors and financiers. But the competition provides the technopreneurs a rapid and deep exposure to many important service providers, who are available gratis to the teams during their planning phases. The competition is herald as part of Malaysia’s national technopreneurship initiative (MSC, 2002).

The rationale for the research of this paper is the need by many nations to develop technology-based firms to bolster economic growth, help offset the loss of assembly-type work abroad, and gain a critical mass of knowledge-based, successful, and sustainable enterprises.  The objective of this paper is provide the setting for this line of research (e.g., economic growth, business plan competitions) in the literature, and then report some of the baseline data coming in.

Business Plan Competitions and Venture Fora

Business plan competitions can be divided into two categories: academic and non-academic ones. The business plan competition is reported to have started in the early 1980s at the University of Texas where two MBA students wanted to create a friendly, competitive activity along the lines of the law school's Moot Court competition launched the "Moot Corp" (Seymour, 2002).  Today business plan competitions are often the standard fare in most business schools and considered "rites of passage for M.B.A. candidates all over the globe" (Warshaw, 1999).

Non-academic competitions include competitions launched by venture capital funds. One need only use a search engine to discover Carrot Capital (www.uptothechallenge.com), and StartEmUp (http://www.startemup.com) with their business plan competitions.  McKinsey, the consulting firm, has helped sponsor a number of plan contests (McKinsey 2003) indicating on its website that while economic development plans are a dime a dozen, the use of business plan competitions makes it possible to create technology businesses where they might not have begun without them.  Non-profit organizations have also begun to employ them to spur idea generation and publicity for social enterprises, such as LaunchPad (www.triadlaunchpad.org).

Where the organizer essentially is the university, its original function was educational. But its goals have moved onto fostering spin-offs, commercializing inventions, encouraging linkages between schools (business, engineering and science) and between the university and other stakeholders (alumni, venture capitalists, entrepreneurs, local government, etc.). 

Business plans are also used to generate interest in entrepreneurship on a regional basis. For example, the Associates in Borderlands Business Development Program has a business plan competition. The organizer’s goal is to promote the growth of the US-Mexico border region through entrepreneurial education and support – students from select specialty programs can participate in a comprehensive one year interdisciplinary entrepreneurship studies program at the University of Arizona's Berger Entrepreneurship Program. This program culminates in two rounds of competition where students' final business plans are judged by regionally and nationally prominent entrepreneurs, alumni, venture capitalists, and other interested parties (University of Arizona, 2003).

Apart from using business plan competitions to encourage entrepreneurship development, venture fora have been used for this purpose as well.  A venture forum brings together entrepreneurs with good prospects for growth, allowing them to network with individuals or firms with the capability to help the enterprises grow. A typical one might be modeled on the first such forum in the US, the MIT Capital Forum. It would bring together individuals with the financial resources (successful entrepreneurs, angel investors, and other organizations), venture capitalists, and other financial institutions, to consider business proposals presented by entrepreneurial teams. The difference between venture fora and business plan competitions lies in the seriousness over implementation of the plans. The competitions invented for educational and social purposes probably do not focus as intensely on the immediacy of the implementation of the plans.

The Malaysia Venture Competition

Entrepreneurship development in Malaysia 

Entrepreneurship development gained significance in Malaysia with the establishment of the Ministry of Entrepreneur Development in 1996. Since then, there have been numerous programs to foster and trumpet entrepreneurship. Recently, as a newly developed country with a population of nearly 25 million, Malaysia has been focusing its efforts on transforming its current production based economy into more of a knowledge-based one. As such, the country is embarking on fostering technology entrepreneurship - concentrating on the development of technopreneurs as a key element in enhancing the contribution of ICT (information, communication, and technology) to growth. Realizing the importance of technopreneurship, the government created Technopreneur Flagship Application. This is part of the government’s Multimedia Super Corridor, which was launched in November 2001 aiming at four key objectives: spawning a critical mass of SMEs and start-ups involved in information and communication technology, biotechnology, and other life sciences; nurturing potential world class companies; creating the nuclei for the physical roll out of the MSC nationwide; and, spurring the growth of a venture capital industry (Mansur, 2003).

The Technopreneur Development Flagship aims to increase the availability of seed funds, research and development grants, and venture capital funds. The government is the limited partner in MAVCAP and MSC Venture Corp, two venture capital firms who participated in the Malaysian venture competitions. The flagship is designed to develop more talents through skill based training programs in areas such as leadership, negotiation and cross-cultural marketing. An important component of this flagship is the plan to set up the National Incubator Network. Presently there are 12 available incubators in the country. Their objectives include enabling entrepreneurs to share knowledge and expertise regardless of location.

Venture 2001 and 2002
As part of this national effort, the Malaysian Institute of Management led a private-sector initiative to initiate the Malaysia Venture competitions – a national business plan competition with a difference. The Malaysian Institute of Management has now co-sponsored two national business plan competitions called Venture 2001 and Venture 2002. These were co-sponsored at the project management level by McKinsey, which has co-sponsored business plan regional competitions elsewhere around the world including Munich and Dallas (McKinsey, 2001), and the Malaysian stock exchange known as Mesdaq. Among other contributors and sponsors of Venture 2001 and 2002 were about 10 venture capital firms, and over 20 business firms ranging from Microsoft, Telekom Malaysia, Korn Ferry, Sime Darby, and The Star to name only a few. Interestingly and surprisingly, no universities were involved.

Plans for this competition had to be for a technology-oriented firm, and at least one Malaysian living in the country had to be on the team.  There are three different phases in each year of the contest. Each phase is a stand-alone competition. In the first phase running nearly 2 months the teams are judged on the basis of the business opportunity description with the first 10 teams receiving 2,000 Ringgits (Malaysian Dollars, hereafter “RM”), amounting to about $525 US) each. In the second phase running nearly 4 months the winners, again chosen by venture capitalist judges, are based on the draft of the business plan with a special focus on competitive analysis, marketing strategy, and market entry strategy. Again the top 10 winners each receive RM2,000. In the third and final phase taking place in the Summer and early Fall a detailed business plan is developed and evaluated with first prize RM25,000 and other prizes scaled down until 4th through 10th each receive RM2,500. Co-sponsoring firms donated consultants/mentors to teams entering the competition to assist them with their planning. 

About 450 different plans were submitted in 2001, with another 250 in the 2002 contest. But of these 700 entrants, only about 20% entered the third round with the completed plan. The teams in Phase 1 who took advantage of assigned personal coaches drawn from the sponsoring and participating firms of the contest were found to be 5 times more likely to enter a subsequent round.  While a few teams only entered the contest in Phase 3 (including the winning team in 2002), the likelihood of winning money (i.e., in the top 10) was much higher for those who were resubmitting in this Phase an embellished plan from a previous round.  Interestingly, while in 2002 there were 255 different business plans submitted, because many teams entered more than 1 Phase there were 329 plans judged in the three Phases.

Research Questions

The purpose of the remainder of this paper is to base line the participants. Casual empiricism will give way to more rigorous hypothesis generating and testing in our subsequent research. Thus, we seek to shed light on these kinds of questions at this time: Who are the technopreneurs? What are their motivations to start a business? What are their experiences? What kinds of firms do they propose? What is their tolerance for risk? What do they think hinders their pursuit of a new business? 

Except for anecdotal case studies in the popular entrepreneurship text books (e.g., Timmons’ 1999 case on PC Build) about a winning contestant, there is little research on contest participants. Foo, Ancona, and Degroof (1999) prove the exception with an analysis of contestants in one of the MIT $50K business plan competitions concerning the interaction on team performance of the internal make up of the team members and the nature of their external contacts with others.

Method

We surveyed by electronic means in the Fall of 2002 the lead entrepreneur of the 700 entrants in both the 2001 and 2002 Venture competitions.  We received 109 responses by January 2003, but more than 30 only completed the first of six electronic pages. There were 77 usable responses (leading to an effective response rate of 11%). The survey instrument sought to capture demographic information from the respondents, information about their proposed ventures (e.g., scale), and their general attitudes toward starting a business as well as about the difficulties of starting one. The authors also held a focus interview of 6 of the winning teams and 3 of the venture capital judges in January 2003. 

Findings

Demographics and antecedents to the competition

The lead entrepreneur is about age 28 (median), male (90%), and well educated with 16 years of schooling (median). While Chinese are a minority in Malaysia, perhaps not surprising to those who understand the socioeconomic structure of that country, 74% of the respondents were ethnic Chinese and only 18% Malay.  And not surprising to entrepreneurial students would be knowing over 40% of them indicated their parents had their own business and nearly 50% reporting they personally had invested in a business. The median age (29), education (15 years), and percentage of Chinese ethnicity (61%) suggests 33 respondents who only completed the first page were similar to the 76 being reported on herein.

	Table 1

	Overview of Characteristics of the Principal Business

	Proposed in the Competition

	
	
	
	
	
	
	
	

	Number (No.) who indicated expected family members working for this firm
	15
	(See a.)

	No. Who indicated expected family members to be investors in firm
	31
	

	* Median months before competition have been thinking/planning this venture
	6
	

	* Median startup capital (debt + equity) (R's) expected to start venture
	500000
	(See b.)

	* Median No. of full time employees to make business viable to start
	7
	

	* Median % of equity entrepreneur expects to have in venture
	33%
	

	* No. who said they came up with the idea of the business (not someone else)
	56
	

	* Regarding the plan submitted

	
	* Median No. of versions of plan prepared
	3
	

	
	* Median months between draft and final plan
	3
	

	
	* Initial No. of co-founders (median)
	2
	

	
	* No. saying required/encouraged to resubmit plan
	21
	

	
	
	with more team members 
	
	

	
	
	* If did, No. said know these others?
	16
	

	
	* No. who entered plan more than 1 round
	34
	

	
	
	* Median No. of rounds
	3
	

	
	* No. submitted plans for both 2001 and 2002
	8
	

	
	
	*If yes, No. who said similar plan
	1
	

	* Forecast for 2 years from the expected start up date:\

	
	* Annual sales of venture, median
	150000
	

	
	* Median No. of expected employees
	15
	

	
	* Expected amount of outside financing needed (median) R's
	99999
	

	a. Based on 76 respondents, some of whom did not answer all questions

	b. RM 3.80 equals 1 US dollar.


Planning for the Startup

Table I summarizes information about the businesses proposed in this competition. The respondents indicated that they need a little over $125,000 (US) for start-up capital (median startup capital). As to the workforce they anticipate requiring 7 employees in order to launch.  Nearly 1/2 are relying on family for financing, and the lead entrepreneur anticipated owning 1/3 of the equity in the new firm.  Most of them went through three versions of their business plan with three months between the first and final draft.  The majority of the respondents had the idea for the business (rather than someone else).  About 1/4 of them indicated that in an earlier round the advisor-coaches assigned to them in the contest had encouraged them to get more team members.

Motivations

To help understand the contestants’ motives for starting their teams and developing this business idea, the questionnaire included a series of statements that the respondents were requested to rate on a scale of 1 (strongly disagree) to 5 (strongly agree). Table 2 shows the results. One set of questions concerns starting the proposed business and the other concerns starting any business. The contestants are firm in their motivations to start the proposed business. The majority strongly agree with the statement that they will do whatever it takes to make this business a success.  Moreover, the majority would rather be an owner sacrificing 25% in earnings relative to what they could have received as an employee working for someone else.

But probing how they respond to some of statements concerning various “costs” of starting your own firm, their enthusiasm for the venture falls somewhat. Table 3 shows most would disagree with establishing it if it caused conflicts with their family (mean = 2.80). Conflicts with friends and loss of all of their own savings similarly dampen their enthusiasm to launch. On the other hand, the majority agree that they would still launch and be willing to incur loss of free time, taking on some of the undesirable responsibilities of the business, and the costs of acquiring more skills and training.

	[image: image1.emf] 

a. 68 respondents completed this section  

Table 3  

the Business Proposed in the Competitions  

Of Those Who Have Yet to Actually Start  

Statements  

(note a): 1=strongly disagree, 5=strongly agree  

Median   Mean  

I gained valuable knowledge on how to start  4   3.74  

I believe business still worth pursuing 5   4.47  

My family would have provided valuable contacts & help 3   2.91  

People who know me say I didn't start it because 

Couldn't afford to leave job   3   2.47  

Not the right time   3   2.60  

I lacked drive   2   1.99  

I lacked the money   5   4.55  

I did not have a good business plan   2   2.02  

Responded that in the next 12 months "I plan to …" 

start a firm similar to plan's   3   3.19  

start a different firm   3   2.81  

compete in another contest   3   3.13  

quit my current job and do something different   3   2.81  

leave the country   2   2.11  

government doing good job helping entrepreneurs 3   2.91  

said 10 years from now I will own my own business 5   4.55  




Yet, their highest rated motivations for starting any business are seen back in Table 2 as recognition (mean=4.58), to take advantage of an opportunity (mean = 4.56) and the opportunity to achieve substantially higher earnings (mean = 4.51).  The responses indicate that the participants do not feel pushed into becoming entrepreneurs. They are not refugees from bad employment situations as the frustration in previous job had the lowest mean (mean = 2.32). They also indicate they are not strongly motivated to go into business just because of a family tradition (mean = 2.44), or the example of a person they admire (mean = 2.86). Focusing on the medians, the typical respondent is motivated to go into business because he/she wants the opportunity to lead, be innovative, be challenged, and be his own boss.

	[image: image2.wmf]Median

Mean

Your motivations about starting the proposed business:

Starting the proposed venture is most important activity in my life

4

3.91

I'll do whatever it takes to make this business a success

5

4.25

I'll work somewhere else only long enough to make another attempt

to establish my own firm should the attempt not succeed

4

3.90

I would rather be an owner than earn a 25% higher salary 

employed by someone else

5

4.48

In establishing my proposed business I would be willing to incur:

conflicts with my family

2

2.48

loss of all of my savings

3

2.97

conflicts with my friends

3

2.80

risk of total failure of the business

4

3.62

substantial reduction in free time with family and friends

4

3.78

attending to many undesirable responsibilities of the business

4

3.80

acquire more skills & training at significant personal expense

4

4.07

Reasons for starting any business:

to contribute to the welfare of the community I live in

4

4.00

to have an element of variety and adventure in my work

4

4.26

to have the opportunity to lead, rather than be led by others

5

4.36

to contribute to the welfare of my family & relatives

4

4.14

to be my own boss, to work for myself

5

4.33

to be innovative and at the forefront of technological development

5

4.48

to have greater flexibility in my personal and family life

5

4.29

to have fun

4

4.05

opportunity to possibly achieve substantially higher earnings

5

4.51

to continue a family tradition

2

2.44

to be challenged by the problems & opportunities of starting & 

4.5

4.27

growing a business

to achieve something and get recognition for it

5

4.58

take advantage of an opportunity that appeared

5

4.56

frustrated in previous job

2

2.32

to follow the example of a person I admire

3

2.86

Motivations Regarding Starting Own Business, and

Reasons for Starting Any Business

(1 = Strongly Disagree, and 5 = Strongly Agree)

Table 2




Environment
The business and social environment of a country should affect entrepreneurship development. The presence of appropriate eco-systems helps stimulate the search for if not provide directly nascent entrepreneurs the people and capital resources necessary for their startups. Where there are deficiencies in the eco-systems, these nascent entrepreneurs would encounter difficulties or hindrances. In our study, we asked the Respondents to rate on a scale of 1 (strongly disagree) to 5 (strongly agree) their perceptions of the elements of the environment. The findings are shown in Table 4 below. 
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It appears that the major environmental factor impinge on technopreneurs in Malaysia, based on the means relates to financing issues (obtaining money capital to start a business and the lack of access 

to operating capital once business is launched). This factor is followed by their perception of a lack of government and business programs and assistance, as well as the presence of costly government bureaucratic red tape.

Discussion and Implications
A number of observations can be made from this exploratory study that seeks to obtain some baseline information about the two competitions that have taken place in Malaysia. Several elements about the competition stand out.  First is the fact it was started by or connected to a University. The applicants were not students. Similarly it was not started by or run by an agency of some government. Second, it had multiple financial sponsors as well as contributors of advise and counsel in the form of coaches. Third, it was nationally advertised. Fourth, there were multiple rounds of the contest, with financial rewards to the top 10 teams being only one incentive. 

Another observation is the tremendous exposure these technopreneurs got to venture capitalists and established members of the business community who participated in the process and/or evaluated the outcomes. These competitions encompass the mentoring of the teams, which in the US would be captured by entrepreneurship centres through their enterprise volunteer networks such as the one at the University of Texas (Austin), at the IC2 centre. As the teams are in the stages of implementation, the matching with potential investors and the intensity of networking that occurs differs from the less serious student team affairs particularly when undergraduates are involved. Even when MBAs are involved not all teams are intent on establishing new firms. Hence the Malaysian team brings the reality 

The melding of (l) a venture forum, with (2) a national business plan competition for technology-based firms, with (3) the mentoring-networking aspect of their competition makes the Malaysian model compelling for others to study. 

While the context is different, the environmental hindrances to technopreneurship were evident. The participants cited lack of risk capital in their questionnaire answers and in the focus group. Part of the problem is that the venture capital industry is a nascent one there. As a newly developed country there is a dearth of financial angels, the government is working to address these shortfalls in part by funding venture capital firms and allowing some agencies to give grants or make loans.  

The highest rated motivation to start a business concerned achieving something and getting recognition for it. Entrepreneurship would appear to enjoy a high social cultural status in Malaysia.  It may have to do with the fact that the pro-Malay and indigenous people’s policy in place since Malaysia’s independence. Under this policy, the Chinese in Malaysia do not receive the same special treatment and benefits from the government. This policy either reflects or has caused the situation where the Chinese play a disproportionate role in small and medium sized enterprises in Malaysia (Gomez, 1999). Bearing in mind that our study involves 74 % Chinese, who make up but about 25% of Malaysia’s population, this may have a bearing on their response. 

This competition has drawn serious teams with many in the midst of implementation of their venture plans. This augers well for the Malaysian national technopreneurship drive as it shifts gears for the economy to propel itself further and quicker into the knowledge-based economy.  Our interviews with six of the teams revealed serious, highly trained adults, many already doing the plan (albeit at a reduced level due to funding), or already working in a related portion of the industry/sector space into which they plan to launch their firm.  Successful new ventures need entrepreneurs with passion and drive, but who also have know-how and know-who. 

Conclusion

This preliminary base-line study shows that the new hybrid venture competition developed in Malaysia has potential for use as a entrepreneurship development tool. It has attracted the technology-based venture teams that Malaysia seeks to promote. Using the platform of the competition, the appropriate signals are being sent to the members of the public of the potential of these enterprises. The teams receive air time with potential financiers and investors. Further, they are also provided with professional as well as business advice from mentors. 

The longer term effects of this competition are yet to be seen. It would be necessary for further research of a longitudinal nature. The venture teams should be tracked. The networks that developed conterminously with the competition may yet fizzle out but their longevity and utility are also matters to be observed. The initial signs auger well but there needs to be continued effort to sustain the momentum. 
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Obtaining money capital to start it

5

4.35

Finding a good location

3

2.81

Finding enough time for business & family activities

3

3.03

Family & friends lack sufficient business know. to advise

3

3.10

Lack of access to operating capital once business is launched

4

3.86

Lack of a domestic market to sell product/service

3

2.81

Have a good job already,  concerns about a risky new business

2

2.46

Lack of government and business programs & assistance

4

3.57

Existence of strong competitors

3

2.95

Lack of sources of technical expertise

2

2.78

Lack of ideas with sufficient one making potential 

2

2.46

Government bureaucratic red tape

4

3.57

Narrow attitude toward my ethnic group in business

3

2.97

Lack of int'l  knowledge sourcing inputs &/or selling outputs

3

3.06

Table 4

Based on Their Experiences

(1 = Strongly Disagree, and 5 = Strongly Agree)

Resonses to Difficulties in Starting a Business
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