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Abstract. The tourism industry is seen as capable of being an agent of change in the 
landscape of economic, social and environment of a tourist destination. Tourism activity 
has also generated employment and entrepreneurship opportunities to the local 
community as well as using available resources as tourist attractions. The tourism sector 
has the potential to be a catalyst for the development of entrepreneurship and small 
business performance. Through the development of tourism, the rural community has the 
opportunity to offer services or sell products to the both local and foreign tourists. To 
fulfill this purpose, local community participation in entrepreneurship is very important in 
order to develope the economic potential and to determine the direction of a development 
in rural areas. In the context of entrepreneurship, local participation is important not only 
as an entrepreneur and labor in this sector as well as complementary sectors of the others, 
but they can serve to encourage the involvement of other residents to join together to 
develop this entrepreneurial. This article aims to discuss the extent of entrepreneurship as 
a catalyst to the development of tourism in rural areas. Through active participation 
among community members, rural entrepreneurship will hopefully move towards 
prosperity and success of rural development. 

1 Introduction 
The tourism industry has been identified as one of the leading industries to drive development and 
economic transformation in developing countries [1]. In Malaysia, tourism is the second largest 
contributor to the economy after manufacturing sector. The sector is also one of the 12 National Key 
Economic Areas under the Economic Transformation Programme. In the Eighth Malaysia Plan (2001-
2005), the tourism industry has experienced impressive growth where it contributes to foreign 
exchange contributing to economic growth, investment and employment opportunities as well as 
strengthening the services account of the balance of payments. Identifies five key benefits to be 
derived from the development of the tourism industry namely the contribution to the balance of 
payments, the non-industrial development, new job opportunities, increase revenues to the economy 
through the impact multiplier and social development. It is also argued that the sector could reduce 
unemployment by creating new jobs [2]. [3]also see the sector could reduce unemployment by 
creating new jobs [2]. 

Currently, Malaysia is ranked 16th in terms of global tourism receipts, which is being estimated at 
about 2% of global market share in 2008 providing opportunities for 1.7 million jobs, or about 16% of 
total employment in 2008 (The Tenth Malaysia Plan, 2006-2010).  Therefore, tourism activities are 
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seen as capable to create employment opportunities to the rural communities. For example in 2009, a 
total of 204,000 people or 5% of the rural population engaged in the hotel and restaurant sector, 
compared with 2.2% of labor force participation, or 74,000 people in the fisheries sector [4]. 

This helps rural tourism to be recognized as an effective catalyst in the socio-economic 
development in many rural areas. The increase in rural tourism development is due to the increased 
demand from tourists who want to enjoy nature found only in rural environments as well as to 
experience cultural heritage that is still preserved by the rural communities [5]. All these lead to the 
growth of the nature based tourism (eco-tourism), agro tourism and homestay. According to [6],  the 
homestay program, for example, encourages rural communities to participate in the tourism industry, 
increase their income and create tourism entrepreneurs in the rural areas. The increasing demand for 
tourism products will indirectly encourage new investments in infrastructure, communications and 
transport [7] and develop rural areas through other social support. 

According to [8], the resilience of this sector is the result of the active participation of the public 
and private sectors in promoting and enhancing the competitiveness of tourism products that attract 
tourists to visit Malaysia. Continuous efforts are made towards realizing the potential of the rural 
tourism sector to increase its contribution to the service sector in particular and the economy as a 
whole. Facilities provided by the government helps to improve the performance of the tourism 
industry [9]. In order to ensure the sustainability of the sector, the government is moving one step 
forward with the creation of the Master Plan for Rural Development (2010) as a key policy in support 
of rural development policies and national programs and outlines strategies for comprehensive 
development of rural areas until 2020. It will be a general guideline to all the parties involved in the 
rural development activities, including government agencies, private sector, NGOs and others. 

Nonetheless, in the context of rural tourism development, questions that are often being raised are 
whether the local rural communities are being marginalized by development projects in their areas 
without them involving in its planning. If that is so, the development of the tourism sector will be less 
effective in the absence of a balanced emphasis on human resource development of the local rural 
communities which are a vital component of the tourism industry. In terms of entrepreneurship, the 
local entrepreneurs often face problems in business because they could not compete with many other 
entrepreneurs due to certain reasons. This article aims to discuss the extent the local rural tourism 
entrepreneurs acts as catalyst to the development of tourism sector in the rural areas. Through active 
participation among community members, rural entrepreneurship will hopefully move towards 
prosperity and success of rural development. 

2 Rural Development 
The countryside is an area other than an urban area. It is a settlement that covers all types of villages 
and small settlements of less than 10,000 people and is characterized by areas of agriculture and 
natural resource areas. According to [5], communities in rural areas still do the job traditionally which 
are based on farming and livestock activities mainly subsistence. 

The rural areas are often associated with areas of life that are not advanced, low level of education, 
community involvement is limited, the potential suspicious and various other characteristics 
backwardness. Thus, [10] states that the rural communities are often depicted as a group of 
community that are frozen, slow and lack the initiatives to advance. [11] adds that rural areas are 
synonymous with the area that are well behind in much of the modern amenities such as the lack of 
infrastructure, location of shopping facilities and new technologies such as internet access and a 
mobile communication device. 

Constrained by the characteristics of the isolated and backwardness, rural areas have limited 
options for economic development. To stimulate the economic development of rural communities, 
rural communities must find alternative use of existing resources to improve their living standards 
[12]. Hence, the rural areas have the potential to be developed as a tourist attraction and to generate 
economic growth.  
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Rural development is crucial to provide an effective delivery system that are beneficial to the local 
community as well as to develop a sustainable rural economy through the diversification of the 
economy, particularly relating to the tourism sector [13, 14]. Efficient planning of rural development 
is capable to activate the involvement of the local communities in programs and projects in rural 
areas. Such as by enhancing their training that provide opportunities to generate income to the 
community, especially the youth [9]. Recent planning in rural development emphasizes empowerment 
of rural communities [15], which enable it to be dynamic and resilient, and are able to face the 
challenges of the future and achieve economic status equivalent to a national level. 

3 Concepts of Rural Community Participation 
Local participation is an important aspect in the development of tourism [16]. According to [17], 
community participation is about empowering local people to determine their own goals and in 
consultation with local residents to determine their hopes and fears for the development of tourism in 
their area. In the development plan, it is important to ensure that economic development have a huge 
impact on the local community occupational structure [18, 19]. Analyze the employment patterns of 
society in Pulau Dayang Bunting, Langkawi by focusing on the level of labor participation and 
unemployment problems, the structure and type of employment and their implications on the level of 
income of the community. Community involvement in tourism is crucial to the development and 
sustainability of the economy in the affected areas [20].  

As stated in the tourism charter of Asia Pacific Economic Cooperation (2010), Community Based 
Tourism (CBT) should be  able to create jobs and to increase incomes and reduce poverty in rural 
areas [21, 22]. In addition, community involvement is able to educate local communities about 
tourism [16,18,20,23] and raise their living standards [24]. [25] added that the development of rural 
tourism brings benefits in rural areas such as reducing the migration of the local population, providing 
vocational training, eradicating gender discrimination and other social categories, improving the social 
and cultural coexistence, providing opportunities for social interaction, and involving local population 
in decision making [26, 27] as well as promote the arts and crafts practiced by the community [25]. 
[28] also stressed that local community involvement in tourism sector can provide opportunities for 
them to improve their economics well-being and quality of life through the opportunities arising from 
the development of tourism activities such as in transportation, accommodation, handicrafts and so on. 
According to him, the involvement of local communities in tourism activities can be viewed from two 
perspectives, namely: 

1. Involvement of local communities in decision making whereby through the participation of 
the local community, there exist an opportunity for them to express their hopes and desires to 
develop the area.  

2. Sharing of the profit or benefit as a result of tourism activities that provide opportunities for 
the community to improve the economy and standard of living. 

This perspective is also supported by Akama  and [20]. They also urged that the local community 
be given the chance to recommend or prescribe a tourism development programs appropriate to their 
environment. To achieve sustainable tourism development, local residents should also take an active 
part in the transformation process because they serve as advocates to the prosperity and development 
of the tourism industry as well as serve as a workforce that will provide economic returns in the sector 
and the complement of the other. This is because the community is not only acting as a catalyst to 
tourism activities, but they are a crucial asset that can empower tourism activities more robust and 
efficient.

According to Arnstein , in the context of tourism planning, community participation is a process 
that involves all interested parties (stakeholders) comprising local government officials, local 
communities, architects, developers, business people, and planners in decision making together. [29] 
emphasized that with the support and cooperation of various parties, the developments planning will 
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be more meaningful and the community marginalization issue would go away. This recommendation 
is made to allow local communities guidance and support necessary to involve them in the tourism 
sector. Without these guidance and support it is feared that they can be easily exploited by certain 
parties who want to profit from the ongoing development of the local community by marginalizing or 
sidelining them itself from the progress. 

The exploitation of rural tourism sector can help in the growth, sustainability and diversification of 
the rural economy. To meet this goal, entrepreneurship is seen as a major catalyst for the tourism 
sector, which is believed to be able to boost the economic activities in the rural communities [30]. The 
active participation of the population in entrepreneurship is deemed necessary and significant in 
invigorating the economic activities in the lcoal communities. According to [31], the issue of 
participation of communiy in the field of entrepreneurship should be viewed in the broader context as 
it has a good potential to be further developed and expanded in the future. 

4 Entrepreneurship as a Catalyst for Rural Tourism Development
By far there is no one definite definition applicable to the entire term entrepreneur. The meaning 
attached to the word entrepreneur is growing along with the development of the theory. By definition, 
entrepreneurs turn out to be someone who was willing to bear the risk of profit and loss as a result of a 
contract with the government at a fixed price in the 17th century [32]. According to him, 
entrepreneurs in Malaysia, entrepreneurs may be referred to as those trying to various incentives 
provided by the government which may include entrepreneurs looking for opportunities in an 
organization, entrepreneurs seeking their own without the aid of any party and finally the emergence 
of entrepreneurs through interaction among operators. 

Entrepreneurship is one of the strategies in the development of a country, the support element and 
the development of rural tourism [25]. Thus, it is seen as a catalyst that can overcome the problems 
associated with economic growth, social inequality and job opportunities [1]. Nearly 99.2% of the 
entrepreneurs in Malaysia are Small and Medium Enterprises (SMEs) which accounted for 32% of 
Gross Domestic Product (GDP) [33]. In addition, the Ministry of Rural and Regional Development 
and its agencies have churned 205,081 entrepreneurs under the Ninth Malaysia Plan (9MP). In many 
developing countries, the number of entrepreneurs in the tourism sector are increasing with the help 
from the government that strengthen and build the strength of small and medium industries (SMIs) 
which indirectly reduce the unemployment rate among local communities [2] and contribute to the 
alleviation of poverty [22]. 

 [34] incorporates a theory of the development of tourism, which is a catalyst for the development 
of entrepreneurship and small business performance. The development of tourism can provide 
opportunities for local communities by offering the services or sell products to local and foreign 
tourists. According to [30], through rural tourism, tourists were taken on visits to the several centers of 
SMEs business consisting of the production of food products such as chips worked villagers, 
traditional cakes, shrimp paste, cencaluk, batik products, rattan, wood carving products, marble items 
and so on. As a result, tourists have the opportunity to buy these products and participate in the 
producting of these local village produce such as in batik painting and rattan goods production etc 
with the able assistance from the local community.  

The rural communities participating through SMEs such as in making handicrafts, souvenirs, etc. 
are able to receive orders and favorable market throughout the year. This provide evidence that all the 
facilities provided by the government to advance the involvement of entrepreneur in rural areas is 
fruitful. Throughtout the years, the government has provided a variety of support and help to promote 
the development of SMEs and provide many opportunities for the development of entrepreneurship in 
local communities. This move were undertaken to drive the economy to achieve the high income 
status by 2020 . 

Many research have been carried out in relation to the contribution of the rural tourism sector 
through entrepreneurship. A study conducted by [35] found that the development of tourism activities 
contributes to the existence of various service sectors such as rest homes, hotels, services, other 
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handicraft business growth centers or travel agents. As a result of these growth , employment 
opportunities is opening up to the various levels of society. This directly catalyzes the process of 
urbanization, the growth of the resort prompted by the local people, an increase of Small and Medium 
Enterprise (SMEs), increase state income and population, and the development of communication 
systems and road networks. 

The development of tourism for example in Pulau Tioman is successful in involving local 
community participation in the accommodation, catering (restaurants), tourism support services and so 
on. However, a study by [36] found that incentives are less help in developing tourism 
entrepreneurship. This is because there are many entrepreneurs who do not realize the existence of 
these incentives, in addition to not knowing the requirements to get it. After giving information about 
it, many entrepreneurs view these incentives are beneficial to them. However recommended that the 
government provide financial assistance easy to tour operators, particularly in sub-sectors of 
accommodation and transport that involves so many operators. 

 [37] explores the issues and challenges faced by the Batek community as a result of tourism 
development in Kuala Tahan, Pahang. The study found that community involvement in tourism 
economic activities are divided into two categories which as employees (tour guides and boat drivers) 
as well as the subject of a tourist attraction in itself (a cultural icon). The women of the Batek 
community produce handicrafts while men help market their product. Even so, their involvement in 
the tourism industry is highly dependent on their good relations with the outside community, as well 
as communication skills while dealing with foreign tourists. 

The factors that influence the participation of Bumiputera entrepreneurs in the tourism sector in 
the Bandar Hilir, Malacca is addressed by [38]. The study found that most respondents are those who 
want to succeed in entrepreneurship. They are also the most forward-looking and confidence. The 
spirit can help them be successful in the field of tourism entrepreneurs, but it is often restricted by the 
lack of support from family members . Problems faced by the respondents include difficulty in 
obtaining capital as well as extensive competition from other entrepreneurs. This problem is a major 
obstacle to the development of Bumiputera entrepreneurs in the Bandar Hilir, Malacca. 

 [13] describe the level of participation of the population and explain the factors that influence the 
level of community participation in the study of the Kubang Pasu District, Kedah. The findings shows 
that the level of participation of the community in the field of entrepreneurship in the study area is 
moderate. Among the factors that influence the level of local communities participation include 
capital or finance and training. Most importantly, the findings also showed that cronyism and political 
relations also have a significant impact in influencing the level of participation of the population in the 
study area. 

 [39] discuss the potential of women as household heads in rural areas or known as single mothers 
to become entrepreneur as a way to get out of poverty. This is in line with effort made bythe Minister 
of Women, Family and Community Development, to urge women to venture into business. In 
addition, the ministry is also working with non-governmental organizations in implementing programs 
to increase women's skills in particular areas of entrepreneurship so that they can be independent and 
become increasingly competitive in the future. Nowadays, many schemes have been trained, being 
assisted especially the single mothers. However, the challenges are great and many of them failed to 
succeed without the government assistance. Due to this problem, there are many single mothers in 
rural areas who were below the poverty line. 

 [33] identifies factors driving the transformation of Malay entrepreneurs in Johor Bahru.This 
study analyzes the performance and the factors that affect it. The results generally shows that the 
individual initiatives, family and religious motivation are key factors that drives them to venture into 
entrepreneurship while their background factors, business management skills, networking skills and 
institutional or government support are significant factors affecting their business performance. The 
study found that there are four important factors that influence the performance of Malay 
entrepreneurs and SMEs in Johor Bahru namely background factor, management skills, business skills 
and support networks or government institutions. 

The government remains committed to explore the potential of SMEs, including in rural areas in 
order to create successful entrepreneurs at the national, regional and global levels. Among the 
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strategies proposed, including the development of SMEs as the engine of growth and innovation by 
reducing regulatory costs incurred by the SME, SME capacity building, support the creation of a 
culture of entrepreneurship, strengthening and enhancing access to financing [4]. [40] noted not only 
the policy, but also personal skills, motivation and initiative is important to start a new business. 
Entrepreneurship policies appropriate to create a conductive environment and provide a comfortable 
environment for other potential entrepreneurs who want to start a new business. 

5 Conclusion 
It is believes that entrepreneurship is a key catalyst in the economic sphere in rural areas. Naturally 
entrepreneurship is developed towards the further prosperity of the economic potential of rural areas. 
To realize this goal, all the good among the villagers, the entrepreneurs nor the agencies concerned 
should cooperate and work together to strengthen and further develop rural entrepreneurship. For this 
purpose, the rural population should be aware and have their own initiatives towards enhancing their 
economies. There are various incentives and support such as access to capital, opportunities to attend 
courses and entrepreneurial training, marketing aspects of a broader and deeper exposure to 
entrepreneurship should be assisted to cultivate interest and inclination to participate in 
entrepreneurship. In addition, each rural development agency should play a more effective and 
efficient in helping and encouraging the participation of communities and further developing 
entrepreneurship in rural areas. It is hoped that the close cooperation established between population 
and development agencies will be able to strengthen and highlight the potential of entrepreneurship in 
rural areas. The main role of the Ministry of Rural and Regional Development is to provide exposure 
and knowledge of the rural tourism sector in order to make rural areas attractive as a tourist 
destination, to provide knowledge and skills to become entrepreneurs in the field of rural tourism, 
provide exposure and knowledge of rural tourism as an activity which can give additional sources of 
income for rural communities and provide exposure, knowledge and skills that can promote 
environmental beautification and preservation of cultural beauty of the countryside. Ministry of Rural 
and Regional Development has always placed a priority to integrate rural development strategy with 
programs that increase income and quality of life. Efforts still need to be improved to ensure that the 
poverty rate in rural areas is not only reduced, but is able to achieve the targeted level of income by 
the government in 2020. 
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