4

FACTORS AFFECTING THE PERFORMANCE PROBLEM
OF
MICRO, SMALL AND MEDIUM ENTERPRISE (MSME)

NURFARAHAIN BINTI OMAR
2014459368

BACHELOR OF BUSINESS ADMINISTRATION
(HONS) ISLAMIC BANKING
FACULTY OF BUSINESS AND MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
SEGAMAT, JOHOR.

JUNE 2016



ACKNOWLEDGEMENT

In the most name of ALLAH S.W.T The Most Compassionate and The Most Merciful. All
praise to ALLAH the most merciful and the most benevolent for giving me the opportunities
in completing this research paper on time in order to fulfil the graduation requirement of
Bachelor of Business Administration (Hons) Islamic Banking. It would be possible for us to

spent time to complete this study without the grace and help of ALLAH S.W.T.

First of all, I want to thank and express my deepest appreciation to my research
advisor, Madam Siti Salwa binti Hassan and Miss Maizurah binti Md Isa for valuable
guidance, advices and play a major role in the inspiration of my work. They inspired me
greatly to work on this project. Without their untiring encouragement, suggestions, ideas and

comments throughout this research, this research could not be completed.

Besides, I would like to thank my beloved parents, and
for their endless support and understanding and also to the rest of my family members

for their encouragement and help.

I also would like to thank all lecturer and staffs in UiTM Segamat for providing me

with a good environment and facilities to complete this project and we would like

Last but not least, with a low sense of self I would like to express my deepest attitude
to all my friends that involve directly and indirectly who share the experience, time and
commitment. Without helps of the particular mention above, I would end up to not finish my

thesis due to many difficulties while doing this.

Thank you.

v



Table of Contents

TITLE PAGE

DECLARATION OF ORIGINAL WORK
LETTER OF SUBMISSION........ccoceeveiereinnne
ACKNOWLEDGEMENT ......ctoimiittretneintertreeereetsessesesessesentetesesetssesenessesesaesenssesssssssesen i
ABSTRACT ..ttt te s et ests s sessests et e sene st see st et et se st st st enteas e sttenentses v
LIST OF TABLES ...ttt ssessees e sesesssssassasssssssssessasesessssssasassasasaseness ix
LIST OF FIGURES ...ttt ettt se st et ee et ateas e aves e e tesasaesenansasasasnssan X
CHAPTER 1: INTRODUCTION ......coiiirtiitieateiteentetestesescstsaeseessacsstsaesassssssessasasestssensesenes 1
LT INFOQUCLION ...ttt ettt s seee e se s e s see et sseseesessaste s asessesaesasassene 1
1.2 Overview/ Background Of StUAY .........ccceveuririeereninennerensneeesensesenssessssasassssssssssssessssssees 1
1.3 Problem StatemMENtS .........co.cccerrirreetrerterereereseeteseseeeseesesesessesestsseestsssesetsssnsstasesecesesease 2
1.4 ReSearch ODBJECHIVES ......coveveerrurrerereiteirreeereeeesaeesesaesessnssesnssessessesessssessessesessessasssssssesens 4
1.4.1 Main Research OBJECtIVe.......cocouevrririnieinertereciecescrecreesessaesaseeessetnsassesesmsmsensenas 4
1.4.2 Specific Research ObJECHIVES.........cceurveeurereucrcecreniereeeccrcnesecseserertsessesesesssssssessens 4
1.5 Research QUESHIONS ........cccvveieerierieieiecriceesctetesteee e e teeesessssesessessssssassesassesesssnesessans 4
1.5.1 Main Research QUESHION.........cccovueuieieiiririeieiee e resaessessssssesesesassesesasssssssassnscsssssens 4
1.5.2 Specific Research QUESHONS.........cc.eeuiererrereetneererrieeesenersrerasessosessrssessssnssesesesenenens 4
1.6 Significant Of STUAY .......cccoiveerreririreeeere ettt st st seeaeste e aensssseneseeseneneene 5
1.7 SCOPE OF STUAY ....c.ooviniiieeeiieretitecrettetetec ettt sse et e st tses st sese e sesas et s enereses 5
1.8 Limitation 0f RESEATCH ........c.ccieuiiruiiiecrerr ettt ettt eeenesesnreseene 6
CHAPTER 2: LITERATURE REVIEW ........cooiiiincrericntittnecinensscnesesceesesenssesenes 7
2.1 INITOAUCHION ..cuveneinceenceteetnest st eete et e et et seese et se et ee sttt s s et st eneneeteseataseseneneeenens 7
2.2 Literature ReVIEW 0N TOPIC.....ccucvciiririeiririiietetet et sre et et seeacsesse et see e eee 7
2.3 Literature Review on Performance 0f MSMES.........c.ccoveieueieiemmnunnininiereeecneseeeresneneens 9
2.4 Literature Review on Independent Variables..........cocovreeeeeiennreereeininineerencseeeeeesenes 10
2.4.1 Literature Review on Human Resource Problem.............cceevveererenennncnereneneesenennene 10
2.4.2 Literature Review on Financial Problem............cccoveeineeireninineeeieeieteeeeesenennene 15
2.4.3 Literature Review on Raw Material Problem ........c.ccoecnvveivicineninennececnecenenne 18
2.4.4 Literature Review on Marketing Problem..........c.cocoevcveineninencnenneneneecceecccneenene 20
2.5 CONCIUSION. ...coceetirrereecerereeerereneststeseestsessesesesestsssesesessssstssssssesesesesesesestsasssensasescnesentacne 24
CHAPTER 3: RESEARCH METHODOLOGY .....ccounuiviniiriiieriiieinctenenesiescnsssessosesssenes 26



ABSTRACT

In this chapter will discuss the background of the study, problem statement of the study,
research question, research objective and significant of the study. This research was focused
on the factors affecting the performance problem of micro, small and medium enterprise
(MSMESs). Besides that, the main factor that influenced the performance problem was also
being studied between human resource problem,

Nowadays, our country Malaysia is facing the bigger challenge in the economy due to the
depreciation of the Ringgit currency, Good and Service Tax (GST), which both will directly
or indirectly affect the cost of living of Malaysian. Because of that, many businesses
regardless of the size had been developed by the people whether as their main source of
income, or only for their side income. For example, some people with low income will try to
open up small business such as selling traditional cakes, breakfast box, cakes, and food
catering. There are also service businesses such as make-up, tailoring, canopy renting, and
taxi driving. So with this business opportunity, people will be able to survive in this
challenging time without only waiting for the help from others to raise their standard of
living. Furthermore, by involvement of the people in the business, it will increase and
improve their skill of business management such as skill of accounting. But, what are the
problems faced by them? That is why, I had choose this research, because I want to identify,

what are the most problem faced by them in order to run the business.



1.1

1.2

CHAPTER 1

INTRODUCTION

INTRODUCTION

In this chapter will discuss the background of the study, problem
statement of the study, research question, research objective and significant of
the study. So, in this research, the characteristic that the researcher wants to
describe is the problem that faced by people who involve in the Micro, Small
and Medium Enterprises (MSMEs). That is because, the researcher wants to
be clear on what factors that be the major constraint for them during running
the business which will affect the performance of the business. It also acts as a
solver of the community problem to make the country as the developed
country in 2020 and increase the standard of living similar to the other
developed country. Plus nowadays, there are many types of business run by
the Malaysian in order to support their living needs. When they have extra
money, thus they able to contribute or do some charity to the community and

offer them for a better life.

OVERVIEW/ BACKGROUND OF STUDY

This research is conducted to describe, explain, and predict the
characteristic of the population which focused on the challenges that faced by

Micro, Small and Medium Enterprises (MSMES). In background of the study,



