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Abstract

The purpose of this study is to examine how the business support offered by business
incubators affects the performance of early start-up entrepreneurs Malaysia with risk-taking
propensity as the moderating role. Respondents for this study are among graduated
entrepreneurs from business incubators that are located at Sarawak, Sabah, Penang, Johor,
Kuala Lumpur, and Selangor. The analysis for this study was done based on 100
questionnaires using the Structural Equation Modelling (SEM) technique using Partial Least
Squares (PLS). The findings indicated that business support does have positive significant
impact on entrepreneur’s performance in the early start-up companies. In contrast, risk-taking
propensity as a moderating role does not have significant impact towards entrepreneur’s
performance in the early start-up companies in Malaysia. The findings of this study may aid
to the policymaker and government as a standard while business incubator is able to
understand more about entrepreneurs within the business incubator. Furthermore, other
scholars can benefit from this study to serve as a guideline for their future research in similar
field of study.

Keywords: Business incubator; business support; risk-taking propensity; performance of
entrepreneurs; early start-ups

1. Introduction

Early start-up companies have a concerning trend for failure rates in the first five years
(Ahmad & Seet, 2009). Government needs to be more attentive towards the alarming
percentage of failure rate, 60 percent (Nordin, Hamid & Woon, 2011) (Husin & Ibrahim,
2014). Based on the past research statistics, the increase of failure rate among early start-up is
evident. Multiple studies revealed that over the time, the insubstantial nature of early start-up
and the probability of error occurring at the early stage may block them from achieving
success that eventually factor into the increase of failure rate (Pena, 2004).

As a result, business incubator exists as a contemporary measure to support early start-up
(Hackett & Dilts, 2004). Positively, 87 percent of early start-up that graduated from business
incubator are still operating their business (National Business Incubation Association, 2007).
Furthermore, the surviving entrepreneurs who received resources from business incubator are
more than 80 percent, indicating the relevancy of business incubator to early start-up (Abetti,
2004). Company’s performance in the industry is highly related to the survival rate during
early start-up which is only viewed as high if it reaches 81 percent to 90 percent
(Al-Mubaraki, Busler, & Aruna, 2013). Companies in Malaysia such as REDtone
International Berhad, IRIS Corporation Berhad, Green Packet Berhad, and Tricubes Berhad
are among successful early start-up that manage to graduate from business incubator (Santoso,
2019). Through past studies, business incubator is viewed as a relevant form of guideline to
early start-up in adding to their survival rate in parallel to their performance in the industry.

Lamentably, early start-ups are also prone to fall out of business and face difficulties to
perform well in the industry (Saftar, 2007). Early start-up performance is measured for three
years after they graduated from business incubator (Rogova, 2014). Accordingly, early
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start-up performance may not be accurately measure due to few components deem as
insufficient (Bergek & Norrman, 2008). Due to this, there are concerns arise towards business
incubator components whether it attained to promoting early start-ups performance as its
mission (Hong & Lu, 2016). Subsequently, previous researchers identified this concern and
have started to investigate the most relevant components that business incubator can apply to
early start-up (Bergek & Norrman, 2008). Hence, the target respondents for this study are
aimed to entrepreneurs that have graduated from business incubator in Malaysia.
Consequently, this study is done to have better insight over the situation and determine the
effect of business support provided by business incubator towards the performance of
entrepreneurs in the early start-up companies in Malaysia.

1.1 Objectives
This paper was thus conducted with the following specific objectives:

1. To investigate if business support have positive impacts toward the performance of
entrepreneurs in the early start-up companies in Malaysia.

2. To examine the moderating role of risk-taking propensity on the relationship between
business support and the performance of entrepreneurs in the early start-up companies
in Malaysia.

2. Literature Review
2.1 The Performance of Entrepreneurs in the Early Start-up Companies

The dependant variable of this study refers to the performance of entrepreneurs in the early
start-up companies in Malaysia. The common concept used in literature for entrepreneur’s
performance in the early start-up companies are known as either success or failure (Eniola &
Entebang, 2015). Entrepreneurs’ performance and its effects are measured through their
ability to achieve objectives (Mabhungu & Van Der Poll, 2017). Within a preferred timeline,
performance is measured as an indication towards early start-up companies’ robustness
(Eniola & Entebang, 2015). In such, performance has become among the priorities for early
start-up companies to achieve (Usama & Yusoff, 2018).

2.2 Business Support

Business support refers to intangible services that business incubators offer, such as coaching
or mentoring, entrepreneurial training activities, business development advice, and services
pertaining to more general business issues, such as accounting, marketing or advertising, and
financial assistance, all of which are intended to support the growth of early start-up
companies (Robinson & Stubberud, 2014) (Somsuk & Laosirihongthong, 2014)
(Al-Mubaraki, Busler, & Aruna, 2013) (Bergek & Norman, 2008) (Aerts, Matthyssens, &
Vandenbempt, 2007). Components that are not in physical form such as knowledge, brand,
reputation, and experience are referred to intangible resources (Pearce & Robinson, 2000). In
such, intangible services that is parallel to business support offered by business incubators
employees include consultation and advice (Robinson & Stubberud, 2014). For early start-up,
receiving business support in terms of knowledge from experts may aid in their growth for
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their company. By providing various programs, business incubator can disseminate their
business support to early start-up companies and guide them to successfully handle their
business. This is mentioned in previous study where business incubator developed wide
selection of services in relation to business such as business tools, networking, and expert’s
guidance as an effort to aid new emerging small-scale businesses to be prepared for their
business activities (Pena, 2004).

Hypothesis 1. (H1): Business support positively impacts the performance of entrepreneurs in
the early start-up companies in Malaysia.

2.3 Risk-taking Propensity

The moderating variable to strengthen the relationship between the business support and the
performance of entrepreneurs in the early start-up companies is risk-taking propensity.
Undeniably, every individual is unique and shape by many factors, one of it is through the
individual’s characteristics. The risk-taking propensity when viewed towards early-start up
entrepreneurs are referred to the ability in undertaking reasonable risk during their business
operation typically during decision making process (Salleh & Ibrahim, 2013) (Begley, 1995).
Risk-taking propensity varies among individuals whereby certain individuals are able to take
higher risk while others do not (Salleh & Ibrahim, 2013). Risk and entrepreneurs are
associated since the beginning as it appears as an indicator for the entrepreneur’s ability to
understand their strength and weaknesses while managing their companies towards success.
Linking risk with identifying the amount of money to invest is not the main consideration but
recognizing entrepreneur own ability to identify their limitation on handling challenging tasks
and managing responsibility is how risk is perceived (Rekha et al., 2014). Previous study
proven that entrepreneurs are likely to be more resilient towards risk rather than the general
public (Gentry & Hubbard, 2004) (Xu & Ruef, 2004). Entrepreneurs are more collected when
they are facing with uncertainties as compared to non-entrepreneurs which resulted to a
higher tendency in taking risk with increasing dynamic (Begley & Boyd, 1987). It shows the
differences between entrepreneurs and other individuals that are more susceptible to taking
risk on matters that is directly affecting the company’s performance and direction.

Hypothesis 2. (H2): Risk-taking propensity strengthens the relationship between business
support and the performance of entrepreneurs in the early start-up companies in Malaysia.

3. Methodology
3.1 Research Design

This paper employed quantitative and deductive approaches. To identify the relationship
between variables, cross-sectional survey design was rendered as a primary data in
accordance to systematic sampling under the probability sampling method. To execute the
objective aimed for this study, an online survey was conducted as the data collection tool.

3.2 Population and Sampling

For this study, the study sample was collected from various states in Malaysia namely
Sarawak, Sabah, Kuala Lumpur, Selangor, Penang, and Johor. These states were chosen
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because most of business incubator are located there. Respondents are chosen based on
entrepreneurs who have graduated three years from the public business incubator in Malaysia.
Representative state are situated in various parts around Malaysia (Sidin, Zawawi, Yee, Busu,
& Hamzah, 2004). The categories of respondents are divided into two regions, east and west
of Malaysia. The Northern region, located in west Malaysia includes Penang state while
Kuala Lumpur and Selangor accounted as the Central region. Additionally, Johor state
represents the Southern regions, meanwhile Sabah and Sarawak comprised to East malaysia.
These states were preferred due to its locations and economic development (Sidin et al.,
2004). Furthermore, public business incubator in these states is high in number compared to
other states in Malaysia (SME Corp. Malaysia, 2022). Hence, respondents from these states
represents the general population in Malaysia as it manages to cover the Malaysian
population from central, southern, eastern, and northern regions.

To analyse the sample size of respondents, G*Power 3.1 software package was used to
calculate the required minimum sample size (Faul, Erdfelder, Buchner, & Lang, 2009). For
this paper, the effect size parameters calculated using G*Power was (0.15) (medium), alpha
(a) 0.05 with the power of (1-p) 0.95 (maximum) which involve two predictors (Hair, Ringle,
& Sarstedt, 2014). Thus, 89 participants were bound as optimum sample after being
calculated with G*Power based on the precursor parameters for entrepreneurs who had
graduated three years from the public business incubator in Malaysia.

3.3 Variables Measurement

The Performance of Entrepreneurs in the Early Start-up Companies: For entrepreneurs’
performance, the measurement was adapted from Solymossy, (1998). Six items were
measured to assess entrepreneurs’ performance. However, data for objective performance in
majority of the countries are difficult to obtain (Seawright, Bell DeTienne, Preston Bernhisel,
& Hoopes Larson, 2008; Wales, Patel, Parida, & Kreiser, 2013). Hence, perceived financial
performance is employed to this study as measurement towards the performance of
entrepreneurs. Following graduation from the business incubator, entrepreneurs were asked to
evaluate the performance of their companies based on subjective measures for the previous
one to three years. Following past researchers, it is identified that subjective measure shows
high correlation to objective data as a measurement for entrepreneurs’ company performance
(Dess & Robinson, 1984) (Kellermanns & Eddleston, 2006) (Love, Priem, & Lumpkin, 2002)
(Venkatraman & Ramanujam, 1987) (Zacca, Dayan, & Ahrens, 2015).

Business Support: Business support measurement items were employed from Bruneel,
Ratinho, Clarysse, & Groen, (2012) and Al-Mubaraki, Busler, & Aruna, (2013). Sixteen items
were chosen as measurement to assess entrepreneur’s perceptions over intangible resources
provided by business incubator to the convenience of entrepreneurs during their tenancy
period. The result is deemed as high score when entrepreneurs in early start-ups are able to
increase their performance after utilising intangible resources from business incubator.

Risk-taking Propensity: Risk-taking propensity’s measurement was adapted through the
study done by Salleh & Ibrahim, (2011). There are nine items for this measurement and
Likert scale was applied. Likert scale ranging from 1 (Strongly disagree), 2 (Disagree), 3
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(Neither), 4 (Agree), and 5 (Strongly agree) were employed as an evaluation to identify the
level of risk-taking propensity for each item.

3.4 Data Analysis Method

This study employed Statistical Package for the Social Sciences version 22.0 (SPSS 22.0) and
Smart Partial Least Squares 2.0 (SmartPLS 2.0) for statistical methods. SPSS 22.0 was
measured to identify the frequency for each variable while partial least square structural
equation modelling (PLS- SEM) was utilised as a the preferred medium to conduct statistical
analysis. In contingent to predict relevant constructs for the research objective, PLS-SEM can
be applied (Hair, Hult, Ringle, & Sarstedt, 2016). This is reflective to the objective of this
study to predict the components of business incubator that effect entrepreneurs’ performance
in the early start-up companies in Malaysia. Hence, SmartPLS 2.0 software was employed to
implement PLS-SEM techniques to analyse the research model. Measurement model
assessment and structural model assessment were used as a two-stage approach (Anderson, &
Gerbing, 1988) to report PLS-SEM outcome adequately (Chin, 2010).

4. Results and Discussion
4.1 Profile of Respondent

A total of 100 respondents’ profile was presented in Table 1 based on the demographic
information in the questionnaires. Approximately 65 percent of the respondents were in the
age range of 20 to 29 years old, 31 percent in the age range of 30 to 39 years old, 3 percent in
the age range of 40 to 49 years old, and the remaining 1 percent were 50 years old and above.
The analysis of the respondents’ information reveals that more than half of the respondents
were female which were 68 percent while 32 percent of the remaining were male. Next, as for
the level of education, 62 percent of the respondents held a Master’s Degree, 20 percent
qualified a Bachelor’s Degree, 15 percent possessed a Ph.D., and 3 percent passed the Upper
Secondary.
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Table 1. Profile of Respondents

Demographic Variables Categories Frequency  Percentage (%)
Age 20-29 years old 65 65.0
30-39 years old 31 31.0
40-49 years old 3 3.0
50 years old and above 1 1.0
Gender Male 32 32.0
Female 68 68.0
Level of Education Upper Secondary 3 3.0
Bachelor’s Degree 20 20.0
Master’s Degree 62 62.0
Ph.D. 15 15.0
Total 100 100.0
4.2 Measurement Model

The first stage of data analysis in PLS-SEM is an analysis of the measurement model. As
such, the convergent validity and discriminant validity are assessed in the measurement
model (Hair, Hult, Ringle, & Sarstedt, 2016). Convergent validity evaluates by using
indicator loadings, composite reliability (CR), and average variance extracted (AVE) (Hair,
Hult, Ringle, & Sarstedt, 2016). As recommended by Hair, Hult, Ringle and Sarstedt, (2016)
the scores for loading, AVE, and CR must exceed 0.6, 0.5, and 0.7, respectively. Table 2
tabulates that all scores for loading, AVE, and CR exceeded the recommended Figures. Hence,
it can be seen that the convergent validity for the measurement model was acceptable. Table 3
displays the square roots of AVE for the constructs along the diagonal, which seemed larger
than the correlations shared between the constructs. Thus, discriminant validity was achieved.
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Table 2. Loadings, Average Variance Extracted (AVE) and Extracted Composite Reliability
(CR) among Constructs

Construct Measurement Item Loadings AVE CR
Business Support Business1 0.811 0.686 0.972

Business10 0.827

Business11 0.82

Business12 0.878

Business13 0.825

Business14 0.842

Business15 0.842

Business16 0.83

Business2 0.867

Business3 0.816

Business4 0.867

Business5 0.815

Business6 0.8

Business7 0.823

Business8 0.731

Business9 0.848
Performance of Performancel 0.735 0.584 0.893
Entrepreneurs Performance?2 0.719

Performance3 0.627
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Performance4 0.845
Performance5 0.838
Performance6 0.796
Risk-taking Risk10 0.692 0.511 0.879
Propensity Risk12 0.735
Risk3 0.663
Risk5 0.735
Risk6 0.781
Risk7 0.775
Risk9 0.609

Note: Riskl15, Risk14, Riskl, Risk2, Risk13, Risk4, Risk11 and Risk8 were deleted due to
low loading of 0.495, 0.511, 0.532, 0.549, 0.578, 0.571, 0.602 and 0.619.

Table 3. Discriminant Validity of Measurement Model

Perf f
erformance o Risk-taking

Business Support Entrepreneurs Propensity
Business Support 0.828
Performance of
Entrepreneurs 0.529 0.764
Risk- taking Propensity  0.33 0.525 0.715

Note: The diagonals represent the square root of the AVE, while the off-diagonals represent
the correlations
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4.3 Structural Model Assessment

After determining the measurement model, the next stage of data analysis in PLS-SEM is to
examine the structural model. As suggested by Hair et al., (2016) the aspects of beta, T-Value,
R2, effect sizes (f2), and predictive relevance (Q2) should be incorporated in order to assess
the structural model. Table 4 summarizes the outcomes of the structural model analysis
(hypotheses testing). The results showed that business support (H1) ( =0.399, p<0.01) has
positively significant effect towards the performance of entrepreneurs in the early start-up
companies.

The outcomes presented in Table 4 indicate that the interaction effects of risk-taking
propensity strengthen the relationship between business support (H2) toward the performance
of entrepreneurs in the early start-up companies were insignificant, thus signifying nil
moderating effect being observed.

The R2 increased to 0.019 after the moderator interactions were integrated into the model,
which resulted in a change of 41.8 percent. The effect size, {2, of business support toward the
performance of entrepreneurs in the early start-up companies appeared to have medium effect
(Cohen, 1988). In addition, the predictive relevance of the model was assessed by using the
blindfolding procedure. According to Fornell & Cha, (1994) if Q2 values exceed 0, the model
is said to have sufficient predictive relevance. In this study, the Q2 value was 0.219, which is
greater than 0, and thus, the predictive relevance was confirmed.

Table 4. Results of the Structural Model (Hypotheses Testing)

H Relationship Std. Std.  t-value Decision {2 Q2 R2

Beta Error

H1 Business Support -> Supported 0.243 0.219 0.399
Performance of
Entrepreneurs 0.399 0.113 3.518**
H2 Business Support * Not 0.000 0.418
Risk-taking Supported
Propensity->
Performance of
Entrepreneurs 0.012 0.098 0.123*
H3 Risk- taking Propensity 0.237
->  Performance of
Entrepreneurs 0.394 0.103 3.818

Note: t-values > 1.65%(p<0.05); t-values > 2.33** (p<0.01)
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Figure 2. Bootstrapping of path coefficients of coefficients of Business Support, Risk-taking
Propensity and the Performance of Entrepreneurs in the Early Start-up Companies

5. Discussion

The findings for this paper shows that H1 is accepted which indicate that there is a positive
relationship between business support and entrepreneurs’ performance in the early start-up
companies in Malaysia. This study’s finding is in line with previous study that discovers the
key to entrepreneurs’ performance in early start-up companies is business support provided
by business incubator (Pena, 2004). Accordingly, it is assuming that entrepreneurs who
manage to enter business incubator and receive business support has better performance
compared to entrepreneurs who did not undergo any process through business incubator.

In terms of the moderating role, risk-taking propensity, there is no relationship between
business support (H2) and the performance of entrepreneurs in early start-up companies in
Malaysia. The findings is contradicting to previous studies where it show significant
relationship between risk-taking propensity and business incubator components (Smilor, 1987)
(Akcomak & Taymaz, 2004) (Salleh & Ibrahim, 2013) (Begley, 1995). Therefore, in this
study, entrepreneurs who receive business support from business incubator show low
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risk-taking propensity when faced with decision making process over their business activities.
6. Recommendations

In light to the current study findings, it is suggested entrepreneurs should take into
consideration of business support provided by business incubator to aid their information
need as well as educating entrepreneurs in their early start-up business. Policymakers as well
as the Malaysian government agencies can benefit through this study by employing it as
guideline to construct action that will aid to entrepreneur’s priority and improve business
incubator components. In addition, the result of this study may enforce confidence from the
government and public onto business incubator. This is crucial since funds injected to
business incubator is from public taxation. Hence, having knowledge of the benefits gained
from business incubator by entrepreneurs would mitigate the government and public.
Moreover, future researchers may further expand this study by investigating other areas of
business incubator components such as graduation policy and infrastructure. Further study
will unfold other effective components relevant to entrepreneurs’ performance in early
start-up companies in Malaysia.

7. Conclusion

This study is done to investigate business incubator components specifically business support
and its impact to entrepreneurs’ performance in early start-up companies in Malaysia (Kuala
Lumpur, Selangor, Sabah, Sarawak, Johor, and Penang) with risk-taking propensity as the
moderating effect. The result of this study indicate that business support have positive
significant effect on the performance of entrepreneurs in early start-up companies in Malaysia.
In contrast, risk-taking propensity as a moderating role between business support and
entrepreneurs’ performance does not affect entrepreneurs in early start-up companies in
Malaysia. Furthermore, the outcome of this study aids to the body of knowledge by
contributing insight to academic literatures relating to business incubator. The body of
knowledge comprise of enhancing business incubator components as it is crucial to the
performance of entrepreneurs in early start-up companies and instrumental for the business
environment in Malaysia. Other than that, future researchers may intend to perform more
studies based on this subject in Malaysia.
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