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DEFINITION OF TERMS 

Husrness 1,oan 
Loan which is provided by MARA to Burniputera Entrepreneur 

Non-t'erjbrmrng Loans (NPl,s) 
Loans which are uncollected or in arrears over 6 months 

liconomrc Growth (Gross Domestic Product)- G1)P 
Gross Domestic Product is one of the economic indicators. It is measured 
based on economic growth every year. 

Loan Disbursement 
The sun  of loan that is disbursement every year under Business Loan 

1,onn ('ollection 
Total loan which is collected for every year. It is used as an indicator to 
measure entrepreneur business performance. 

Rumrputera Entrepreneur 
Refer to Malay entrepreneur which is engage in business 

Revenue Sale 
Revenue gaining from business activities. I t  is used as one of the measurement 
of the business performance. 

( 'apr tal 
Sources in terms of worlung capital which is used by enterprise to improve 
business performance. 

Busrness Problems 
Refer to the problems which is facing by SMEs such as demand /market/ 
competition, economic recession, personal/health, weaknesses in management 
and natural calamity. 

I,oan I itrlr~atron 
Refer to purpose of loan usage by SMEs. 

1:xperrenc~' 
How long entrepreneur involve in business 
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ABSTRACT 

Past records show that SMEs play an important role and have a deep impact on the 

economic development in thls country. SMEs promote employment, increases in 

savings, increases in economic growth etc. 

In Malaysia, there are many agencies which are responsible and are involved in the 

development of SMEs. Majlis Amanah Rakyat (MARA) is one of the agencies which 

are in charge totally with the development of SMEs (Bumiputera). Since it was 

established in 1969, MARA had contibutnd greatly in order to assist the performance 

of SMEs. One of the main activities related to SMEs is the MARA Business 

Financing scheme. Through this service, MARA provides financing for SMEs in 

order to improve their business performance in many sectors such as contract, 

manufacturing, commerce, services and transportation. 

Even though MARA has provided a large amount of financing to SMEs, many 

records show that SMEs are still faced with problems and failures in the business. 

Therefore t h s  study t i e s  to find factors that contribute to the business performance. 

To examine the performance of SMEs, the researcher used primary (external) and 

secondary data (internal). The result of this study shows that working capital, business 

problems and expenence were the important variables which influence S-VEs 

performance. This study also found out that the main problems faced by SMEs in 

Perlis are low sales / market problems / competition and weakness in management. 

At the end of the finding, this study t i e s  to relate the performance of loan repayment 

with business performance. 

Hak
 M

ilik
 M

ARA



Chapter [ 

OVERVIEW OF 
THE STUDY 

INTRODUCTION 

THEORETICAL FRAME WORK 

Hak
 M

ilik
 M

ARA



CHAPTER 1 
OVERVZEWOF THESTUDY 

1.1 INTRODUCTION 

1.1.1 Background of the Study 

The development of entrepreneurship, as both concept and activity, has been growing 

in importance in Malaysia. Hodgetts and Kuratko (1995) 'suggest that small and 

medium businesses not only create employment but are the economic engmes driving 

the global quality of life. Undoubtedly small f m s  and entrepreneurship do play a 

major role in the world economy (Bygrave, 1994)~. On the contribution of small firms 

toward the economy, it is generally recognized that small firms have played a 

significant role in the fields of income distribution, social mobility, capital investment 

and the development of entrepreneurs. Small finns serve as a training ground for 

developing the slulls of industrialized workers and entrepreneurs. The low cost of 

setting up a f3m enables an enterprising worker to not only provide himself a 

livelihood but also offer employment to others. 

SMEs represent an important part of the Malaysian economy. They provide slightly 

more than one-third of total employment in Malaysia. 

Table: 1 

The Importance of SMEs in Malaysia 

Contribution ( C )  

Total Establishment 92.0 
Total Employment 30.7 

S o u r c e :  Malaysian E c o n o m i c  Report, 2004 

Hodgetts, RM. ,  Kuratko, D.F., 1995, Eflective Small Business M a q e m e n ~ ,  5th ed.. Dnden, Fort 
Worth, TX. 
2 

Bygrave, WD. ,  19%. lhe  Porrablc MBA in Entrepreneursh~p, John Wilel;, New Y ork, NY. 
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'The perceived importance of entrepreneurship to the growth of Malaysia's economy 

1s evtdenced by the sheer amount and variety of supporting mechanisms and policies 

that exist for entrepreneurs, including funding, physical infrastructure and business 

advisory services. The establishment of a special ministry for entrepreneurs-the 

Ministry of Entrepreneur Development-in 1995, clearly highlights the importance of 

government places on the issues of entrepreneurship and entrepreneur development. 

The Ministry is supposed to act as the lead agency for the development of Burniputera 

entrepreneurs as well as to co-ordinate entrepreneurship activities in general. 

The Malaysian government has emphasized the importance of the SMEs sector in 

achieving fully industrialized status for the nation. The role of government in guiding 

the econonly is very strong. The Malaysian policy has long been aimed for two 

important goals; economic growth to eradicate poverty and restructuring society 

through the redistribution income and wealth. SMEs represent important business 

activities in the country. This is because the development of the SMEs has contributed 

significantly to the economic developnnent in terms of income, employment, 

mobilization of savings, growth in GDP and social development. From time to time, 

the government assists the development of SMEs and fonnulated many programs. 

Among the ongoing programs are the financial assistance, technical assistance, 

training programs and marketing programs. In Malaysia, there are many organizations 

that involved and participate to the development of SMEs such as SMIDEC, M M ,  

MIDF, CGC, BIMB, Ministq Of Entrepreneurship Development, BPIMB and others 

institution whether direct or indirectly involved in SMEs. Therefore as one of 

government agency that actively involved with Bumiputera entrepreneur (SMEs), 

MARA has been charged with the critical role in the progress. Over its lifetime, 
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MAlU Ru~lne\s t. ~ t m w l n g  SML:, / 'erformnn~e FIN Oh0 

MARA had assisted a large number of SMEs with providing Business Firlancing for 

Bumiputera entrepreneurs. 

Although MARA has provided many facilities including business financing since it 

was established, SMEs (Bumiputera entrepreneur) are still faced with many problems. 

Many factors contrihted to the problems business performance (SMEs) among 

Bumiputera entrepreneurs. Therefore, the researcher is interested to study on the 

various factors that contribute to the business performance of SMEs among 

Bumiputera entrepreneurs, which have obtained business financing fiom MARA. This 

study will only focus on the performance of MARA entrepreneurs in the State of 

Perlis and it will be evaluated on the factors that contnbute to the Loan Perfomlance 

(Loan Repayment) and Business Performance (Revenues / Sales). 

1 .I  .2 Definition of Small and Medium Enterprise (SMEs) 

The term "small firm" or small and medium enterprises (SMEs) mean different things 

to different people depending on the circumstances. D e h t i o n s  used in the Irish 

context are related to the scale of activity and generally are based on numbers 

employed, Hynes (1992, p. 39)': the choice of a definition depends on the purpose to 

which it is to be put so that different aspects of smallness may therefore be more 

appropriate for some purposes than for others. 

According to Donald T. Savage (199714, a "small business" is defined as having asset 

less than $5 million, and a net worth less than $2.5 million. However, economic 

% ynes, B, 1 992, "Management development - an exploratory study of its role In the owmr managed 
firm", Thesis, Master of Business Studies, University of Limerick. 
4 

Donald T. Savage, Money and Bonking, A Wiley/Hamilton Publications ( 1997). 
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,"r,4 ii4 Ijrr\  / t i c  r I+  ltmnc ing SMI: 5 1'erforrnilnc.r - FIN 660 

theory ofen  tends to view firm size as a continuum (Storey, 1 989)5, whereas the most 

usef~il conceptual definition of a srnall or a large finn is perhaps best expressed in 

tenns of the qualitative nature of the firm's decision-making processes. Definitions of 

finn size, which is based upon quantitative measures such as assets (capital), or 

turnover can vary substantially between industrial sectors, whereas a qualitative 

definition along the lines suggested can be applied consistently across a range of 

sectors. 

In Malaysia, SMEs have been variously defined by different supportmg agencies. 

These differences matter because the way an important concept such as SMEs is 

defined and interpreted has serious implications on the formulation as well as 

irnplenientation of a particular policy. Mohd Khairudin (2000)" said that, it is 

advocated that general quantitative and qualitative characteristics to be taken into 

consideration by an agency when it is trying to identi@, classify and define an 

enterprise as an SMEs. 

As for MARA, there is also no specific definition of SMEs. All entrepreneurs who are 

entitled and obtained financial support ranging up to the rnaximulil RM 1 million are 

considered SMEs. 

Storey. D J , 1989, " f i r m  performance and stze", Acs, Z J , Audretsck D B . The Economics of Small 
Firms A European Challenge, Klurner Academic Publishers, Dordrecht. NL, 43-50. 
0 

As~an Academic of Mgt Journal (Vol 5, No 1 -  Jan 2002),Mohd Kharrudd~n Hash~m and Mat saad 
Abdullah A Propored Framework for Rcciejin~ng ,SAfEs In M a i a y ~ ~ n  One ~ndzlrtry One l le f in~r~on 
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MHA H~rvme~ I fiinanc~ng SMEs Performnnc~ FIN 660 

1.1.3 Economic and SMEs 

Before the economic crisis, during the 1980s and early 1990s. the Malaysian economy 

had shown an outstanding performance. Our country enjoyed economic growth with 

an average of 8% per annum. Thls indication showed that economic and business 

enterprises in Malaysia were growing strongly. The significant role of SMEs in all 

sectors in the economy is demonstrated by their output, which was worth RM 4.3 

billion, or about 20 percent of the Malaysian GDP in 1990 and was projected to be 

around 50 percent or RM 120 billion by the year 2020.~  Lately, in 1997 when Asian 

countries were hit by economic crisis, Malaysia was among the affected countries and 

one of the reasons given was that its past investments had not been in productive 

areas. Many loans were faced with problems and caused NPLs and bad debts. NPLs, 

which was at 5% in January 1997, went up to 1 1.4% by the end of 1997. SMEs were 

one of the sectors that was affected by the financial humoil. Through the 1997 crisis 

and its aftermath, the National Economic Recovery Plan (NERP) called for continuing 

the equity and socio-economic agenda, including promotion of Burniputera equity 

ownership and entrepreneurship through support to SMEs. The six objectives of the 

recovery plan were:- 

- Stabilizing the Rmggit 

- Restoring market confidence 

Maintaining financial market stability 

- Strengthening economic fundamentals 

- Continuing the equity and socio-economic agenda 

Restoring adversely affected sectors. 

Government of Malaysia (1 996). Malaysia: Seventh Malaysia Plan (1996-2000). Kuala Lumpur 
Government Printer 
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1.1.4 S M  Es and MARA Business Financing 

Since it was established, MARA overall had provided about RM 1,672 million in 

business financing to Buniputeras especially to SMEs. For MARA I'erlis, total loan 

disbursed was RM 47.9 million and for the year 1994 to 2003 MARA State Office of 

Perlis had approved RM 25.67 million for financing about 91 8 Bumiputera 

entrepreneurs especially SMEs. The performance of collection (loan repayment) for 

MARA State Office of Perlis reveals that the amount collected has been increased 

fiom year to year. But at the same time the total of default payment (NPLs) is also 

increasing. Until 31 December, 2003, total default loans was accumulated to RM 3.4 

million and according to observations and feedback, business performance is one of 

the factors that caused the NPLs. 

1.1.5 Background of Majlis Amanah Rakyat ( M A W )  

In 1950. RIDA was established by the colonial government. The main thrust of RIDA 

was to look after rural development, emphasizing development schemes for basic 

infrastructures, providing loans, and training Malays for various projects. In the rnid 

1960s. RIDA was reorganized and converted into MARA (Majlis Amanah Rakyat, 

Council of Trust for the Indigenous People) with more financial support in response 

to the need for greater participation of Bumiputeras in the modern sector and greater 

ownership of companies. 

Majlis Amanah Rakyat was incorporated as a statutory body under the Act of 

Parliament, 1966 with the aim to promote, motivate, facilitate as well as implement 

economic and social development activities particularly in rural areas. Since its 

establishment, MARA has structured and implemented its main programs and 
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MAE4 Huslnes.t Eiiu~nclng SMIr;s l'erfi>rmance FIN 660 

activities in order to achieve the government aspiration in building successfill and 

resilient Bumiputera entrepreneurs. 

1.1 S . 1  Objectives 

To encourage, guide, train and assist Bumiputeras especially in rural 

areas to enable them to participate actively and progressively in both 

the commercial and industrial enterprise towards creating strong 

Bumiputeras entrepreneurs and a viable business community. 

1.1.5.2 Strategies 
- To create and increase the number of Bwniputera entrepreneurs 

and also upgrade their level of participation in the small and 

medium commercial and industrial enterprises, thereby creating 

a strong and viable business community. 

- To participate actively in specific commercial and industrial 

enterprises through investments and management of companies 

as means of nurturing and promoting Bumiputera participation 

in commerce and industry. 

- To increase the number of trained Bumiputera manpower at all 

levels and in various fields for the needs of the nation's 

commercial and industrial sectors. 

To provide other facilities and services where appropriate and 

to become a trustee in areas to help raise the social and 

economic standards of the Bumiputera community, directlj or 

indirectly. 
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1L4 Hu, incl.,s If'inunclng Shfh l'c~rforrnancc FIN 000 

1.1.5.3 Vision 

To be an excellence corporate organization, autonomy and capabilih. 

As an equity trust holder 

- As an active catalyst 

- As a center for network in commercial and enterprise industry. 

- As a center information, training, research and development. 

- As a thinking organization 

1.1.5.4 Principal Activities 

MARA Principal Activities can be categorized into four (4) main 

divisions such as: - 

1.1.5.4.1 Education 

- Education Sponsorship 

- Secondary Education 

- Vocational Training 

- Professional Education 

- Resources Development 

- Training Institution & Education 

1.1.5.4.2 Entrepreneurs 

- Entrepreneur Evaluation & Counseling 

- Business infrastructure Development 

- Business Financing 

- Credit Control 

- MARA State & District 

- Transportation 

1.1.5.4.3 Services 

- Financial 

- Service and Personnel 

- Corporate Planning 

- Information Management 
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h&KA Busmess /*inanczng SMEs Performance FIN 660 

- Legal 

- Asset, Supplies and Contract Management 

- Corporate Affairs 

- Internal Audit and Management 

- Supervision 

1.1.5.4.4 Management of Company 

- MARA subsidiaries 

1.1.6. MARA Business Financing 

As mentioned earlier, the main objective of this government agency is to overcome 

the weaknesses of Bumiputera economic conditions specifically for Malays in the 

business and industrial sector. 

One of the main functions is to create, help and establish small and medium 

entrepreneurs (SMEs) by providing Business Financing to them as an alternative to 

get credit facilities with a lower priced compared to the Banking Sector and other 

Financial Institutions. The Business Financing program provides financing facilities 

to assist Bumiputera entrepreneurs who wish to start up business or to expand their 

venture capital in order to improve their business as well as to upgrade their 

entrepreneurship level in commerce as well as in SMEs. 

MARA had started giving credit facilities to the Bumiputera entrepreneurs since it 

was established in 1966, which was known as a Business Loan but in 1996 MARA 

had changed and converted its conventional loan to the Islamic Loan, which is known 

as Business Financing. The financing facdities provided under this program are based 
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on the Islam~c Concepts, encompassing all type;- of manufacturing and industrial 

projects as well as trading, services, transportation arid contracts. 

1.1.6.1 Scope of Business Financing 

1.1.6.1.1 Contract 

Covering all construction work, supply and services such as 

building contracts, roads, renovation, electrical wiring etc. 

1.1.6.1.2 Commerce 

Covering all activities in commerce, which are involved 

selling and buying goods such as mini markets, groceries, 

marketing production of food and drinks, selling h ~ i t u r e ,  

marketing of crop production, petrol stations etc. 

1.1.6.1.3 Services 

Covering all business activities in services, which are 

involved with selling and buying in services such as lawyer 

services, clinics, catering, restaurants, barber shops, sewing 

etc. 

1.1.6.1.4 Manufacturing 

Covering all business activities in manufacturing such as 

metal fabrication, electrical and electronic components, food 

and dnnk, plastic, textiles, leather, printing and publication, 

telecornmunications etc. 
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MA HA Busmess finnncmp SM/3 Perfhrrnance FIN 660 

1.1.6.1.5 Transportation 

Financing for purchasing commercial transport such as buses, 

vans, lonies and motorboats. 

1.1.6.2 Method of Financing 

All business financing provided by MARA is based on Islamic concepts and 

are free from usury (interest free). 

1.1.6.2.1 AI-Bai Bithaman Ajil 

Means a sale of goods on a deferred payment basis with a 

profit margin. Can be used for purchasing fixed assets, 

working capital, overhead expenses and Bank Guarantees. 

1.1.6.2.2 Al-Murabahah 

The commodity exchanged for, is delivered immediately 

and the saie price comprisies cost pius profit margin. Can 

be useci for purchase of raw materials, compiete and 

incomplete products and spare parts components. 

i.i.6.2.3 Al-Ijarah 

A contract, under wnicn MARA purchases and ieases out 

equipment, machines, transport and other assets, which ere 

required by its clients for a rental fee. 
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I .  i .6.2.4 Bai ~ i - i n a n  

Means sales goods with deferred payment to buyers. 

Specifically for the purpose of overhead expenses only. 

1.1.63 Eligibility Requirement 

Malaysian citizens who are Malay and above 18 years old 

Can contribute at least 10% of the capital from the project cost. 

- Must start the business in at least 6 months or must attend and 

entrepreneurship course if they don't have experience. 

Having experience I knowledge in the business involved or will 

be involved. 

Must concentrate and give full time commitment to the 

business 

- Having a license 1 permit I letter of consent fionl the reiated 

agencies. 

Can provide collateral or a guarantor 

1.1.6.4 Limit of Financing 

iu'onnally the iimit of financing is between RR.4 1,000.00 to 

KM 1,000,000.00 depending on the loan scheme. 

1.1.6.5 Payback Period 

For financing below RM 10,000.00 (1-3 years), RM 10,001.00 to 

RM 50,000.00 (1-5 years), RM 50,001.00 and above (10 years) and for 

Contract Financing, the payback is based on the period of contract. 
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1bi.i iiii iiusrne.s.s i.irumcing .i'ivii<s Performance FiN 660 

i.i.6.6 Rate of Profit 

General Financing - 5 C / b  per annun 

Contract Financing - 6 % per annum 

1.2 LITERATURE REVIEW 

A survey conducted by the United Nations (1993)~ has found that SMEs play a 

significant role in the economic and social structure of developed economies. The 

study also found that SMEs operate in almost all industries, and they differ greatly in 

their nature and importance from industry to industry and from country to country. 

As small h s  become a more increasingly important part of global economies, then 

more and more researchers are seekmg to understand the practices and activities of 

these enterprises. This often reflects the interest of government, government agencies 

and particularly those that are charged with responsibility for enterprise development, 

(Jimmy Hill, 1 99919. 

Yet small business entrepreneurs have continued to complain of competitive 

disadvantages due to their inability to raise finances. Recently, Binks et al. (1990)'~ 

have confirmed a finance gap. They argue that the development of banking practices 

8 United Nations (1 993). Snmll atuimedium-sized tran~naliotml corpor-ariotz. New York; United 
Nations. 
9 .  J~rnmy HiII,P, 1999, "Small Busmess and Enterpr~se Developmenr' , International Joumal of 
Entrepreneurial Behaviour & ResearcBS, 5-1 8. 
10 B~nks, M.R., Enne\v, C.T., Reed, G.V.,  1990, " lhe  Single Markel: P~nnncefor Small a d M e d ~ u m  
SizedEnrerprisesW, The International Journal Banking Marketing.8,3 
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has created finance gaps in the small and medium-sized enterprise (SME) market, 

particularly in tenns of finance for growth and long-tenn investment projects. 

Busitless loans can be the key to a company's success. Money is essential for making 

companies grow, and making investments, Business Loan.Org (2003)". Nowadays 

most business credit (loans) are obtained through the capital tnarkets and the banking 

system. However, small businesses' access to these sources of credit is often limited. 

A finn may be too snlall to have direct access to the capital nlarkets and may not meet 

the credit standards of local banks.I2 

A small business should borrow money only when needed or when analysis proves it 

will be profitable to do so. Short-tm financing is esserltial to a seasonal business. 

However, poor analysis turns short-term loans into long-tenn debt. pumng the business 

in a precarious financial position. Incorrect use of sholt-tenn financing was a major 

problem for a number of the SMEs cases studied, (Teny R Annstrong, 199 1 )'-'. 

As put forward by many researchers, growth or performance of the business can be 

expressed in the conventional terms of revenue, profits, value of assets-total, fixed or 

net, number of employees, market share and equity of the firm. 

Analysis of performance of small and medium firms reveals that the growth of SMEs 

is affected by internal factors, external factors, strategic management and the 

entrepreneurs themselves. 

11 Business Loan Org (2003) Huslness Loan-All About Bus~ness Loans 
12 Donald T Sabage, Money a d  Banking. A Wiley/Hamilton Publicat~ons (1 997), Pg 374 
17  

Terry R Armstrong and Walter J Wheatley. 1991, A d l t  C'hecklrst fir the Growrng Ri~slnesr. U S 
Small Busmess Adrmnistrat~on 
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The internal environment is determined by forces operating within the firin and there 

are basically two factors: the managers and the workers (Hodgetts, R.M., 1985)". As 

Drucker ( I  973)15 puts it, a firm depends on managers, it is built by managers, directed 

and held together by managers, and is made to perform by managers Good 

management is one of the factors that contribute to business performance. According 

to Small Business Resources, (2004), 90% of all small business failures can be traced 

to, poor management, lack of planning and under ~a~i ta l iza t ion . '~  Poor management 

is cited most frequently as the reason businesses fail, and inadequate or ill-timed 

financing is a close second, United States Small Business Administration (2004)". 

Woodward (1976) sees that bad management is usually the culprit of a slnall firm's 

failure identiqing three principal weaknesses as growth of sales, seen as a solution; 

inadequate product-cost analysis, and gearing operations." One of the hnctions of 

management is strategic planning which focuses largely on managmg interaction with 

environmental forces, which include competitors, government, suppliers, customers, 

various interest groups and other factors that affect the business and its prospects, Scott 

R. Safranski (1 991)". kgenti  (1976)~" and Bibeault (1982y1 are among others who 

agree that the prime cause of a firm 's failure is internally generated and the problem 

of financial control stands out as one of the many factors resulting in a firm's failure. 

l 4  Hodgetts, R.M. (1985). Management. International Edition pp. 63-67. Florida: Academic Press 
Hollander, E.D. et. a/. (1967). The Future of Small Business. pp 44 . New York: Praeger 
15 Drucker, P.F. (1973). Management: 'Ihsks, Responsibilities, Practices, In: condensed \ erslon 
by The World Executive Digest Library, 1989,9. 
16 Small Business Resources (2004, Jun 21). A major breakthrough in small business ideas and small 
business financmng. 
17 United State Small Business Administration. (2004, Jun 21). Financing Basic. 
18 Wood ward, H.N. ( 1  976). Management Sfrategiesfor Small Companies. Hmard Business Review., 
Jan/Feb 1976. 
19 

Scott R Safranslu and lk-Whan Kwon. (1991), Str~teg icPla~ngbor  fie Growmng Busmess. U . S .  
Small Business Administration. 
20 Argenti, J .  (1976). Corporate Collapse: The Cause and Symptoms, p. 122. New York: Wile). 
2 1 Bibeault, S .B (1982). <.'orporate 7urnaround How Managers Tum Losers into Winners. pp.27-3 1 
McGraw-Hill Book Company 
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If financial control is deemed an important variable for a finn to fail, likewise growth 

woiild also produce financial stress for the small firm. 

,4nother internal factor is capital investment. In small and medium firms, ownership 

and control of capital are typically in the hands of one key decision maker who is able 

to exert a powerful influence on the way the finn pursues his or her objectives, (Keith 

Glancey, 1998).22 A larger amount of financial capital provides an entrepreneur with 

Inore flexibility to undertake a wider array of strategies, and therefore, would 

influence positively business performance (Duchesneau and Gartner, 1990; Cooper et 

a/. , 1 989).2" 

Ronald C. Anderson, Steven S. Byers, John C. Groth (2000) "said that, making 

capital investments that add value to the company, shareholders, and society rest on 

four important tasks:- 

IdentifLing potentially attractive projects. 

Determining the after-tax economic events that will transpire from 

pursuit of the project. 

Gauging the attractiveness of these economic events against the hurdle 

rate. 

- Accepting and effectively managing attractive projects 

22 Keith Glancy, 1998. Determinants of growth aruiprofifahilit_t. in small entrepreneurialjirms. 
International Journal of Entrepreneurial Behaviour & Research.Volume 4 Number 1 1998 pp. 18-27 
23 Duchesneau, D . A ,  Gartner, W.B., 1990, "A  profile qf n m  venture success and.failure In an 
emerging industry", Journal of Business Venturing 5, 297-31 2. 
24 

Ronald C. Anderson, Steven S. Bvers. John C. Grotk 2000. The cost c?fcapztal.for projecu: 
conceptilal and practical issues. Manugement 1)ecision .Volume 38 Number 6 2000 pp. 384-393 
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According to Thomas W. Zi~nmerer and Norman M. Scarborough (1998),15 hctors 

that influence business performance 1 failure are:- 

1. Access to Capital 

Normally SMEs are at a disadvantage in the colnpetition for 

capital required for growth and experience. 

. . 
11. Management Incompetence 

According to the writer, 50% of the business failures are attributed 

to the incompetence of the owner 1 manager. Sometimes managers 

of SMEs lack leadership ability and knowledge necessary to make 

the business work. 

... 
111. Lack of Experience 

SMEs managers / owners need to have experience in the field they 

want to enter. Prospective entrepreneurs should have adequate 

t echca l  ability ( a working knowledge of the physical operations 

of the business, and sufficient conceptual ability), the power to 

visualize, coordinate and integrate the various operations of the 

business into a synergistic whole, the skill to manage the people in 

the organization and motivate them to higher levels of 

performance. 

25 Thomas W. Zimmerer and Norman M. Scarborough ( 1  998). Small Business Eund~rmenmls. Pp.20- 
21. Merril Publishing Company. US. 
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IV .  Lack of Capital 

Many SMES owners make the mistake of beginning their business 

on a "shoestring" which is the fatal error leading to business 

failure. Entrepreneurs tend to be overly optimistic and as a result 

often misjudge the requirements of going into business. 

Dun and Bradstreet (19971, suggested that the successful owner needs balanced 

experience in purchasing, production and products, attracting customers and handling 

fi~lances.~" 

Evans ( 1  9 8 7 1 ~ ~  and Reid (1993 f 8  investigate "quasi-stochastic" effects on firm 

performance, whereby managers learn fro111 experie~lce over time, so age becomes a 

more important determinant of performance than size. However, Reid (1993) argyes 

that the stochastic approach lacks sufficient economic justification to inform an 

investigation of small firm performance. 

According to Keith Glancey ( 1998 ) ''size of business, age and location play an 

important factors that contribute to business performance:- 

1 .  Size and profitability 

A positive relationship between size and profitability can be expected 

if larger firms benefit from economies of scale. On the other hand, 

26 Dun and Bradstreet (1997). The Pitfall ofManaging a Small Huslness. N .  York. pp.3. 
27 Evans, D.S., 1987, "Tests of alternative theorles offirm growth", Journal of Political Economy, 95. 
657-74. 
'' Reid, G. C., 1093, Small Business Enterprise: An Economic Anulysls, Routledge, London 
29 Keith Glancy, 1998, Determinants ofgrowth and profitability in small enfrepreneurial,firmr, 
International Journal of Entrepreneurial Behaviour 81 Research,Volume 4 Number 1 1998 pp. 18-27 
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firms that grow at a rate faster than that which the entrepreneur can 

manage may experience diseconomies of scale, which reduce 

profitability. Larger firms may have become large because their 

entrepreneurs have in the past-pursued profits in order to provide 

finance for expansion, as well as personal income. Small firms may 

remain small if their entrepreneurs are motivated more by non- 

pecuniary returns, in which case smaller firms may be expected to 

display lower levels of profitability. 

ii. Age and profitability1 growth 

A positive relationship between fm age and profitability or growth 

may be expected if older finns benefit fiom dynamic economies of 

scale by learning fiom experience. Older f m s  may also benefit from 

reputation effects, which allow them to earn a higher margin on sales. 

On the other hand, older firms may have developed routines that are 

out of touch with changes in market conditions, in whlch case an 

inverse relationship between age and profitability or growth could be 

observed. 

iii. Location and profitabilitylgrowth 

Firms located in rural areas may be more profitable, and may 

experience higher growth rates than those in urban areas if the latter 

face higher costs due to higher factor prices due to greater competition 

for factors of production (especially land and labor). Urban firms may 

also experience space constraints, which limit the scope for expansion. 
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On the other hand, firms in urban locations could be better positioned 

(i.e. closer to their markets) to take advantage of changes in market 

conditions. 

An external factor, that influences business performance is demand. Smallbone 

(1990), found that demand (market) deficiency was the most common problem for 

survivrng firms and the important single reason for failure". Demand deficiency may 

be caused by the competition. Porter (1980) says that a key aspect of environment 

influence is the industry in which firm competes. He describes that the forces of 

competition are from suppliers and customers, and the threat of entrants and 

substitutes, together with the rivalry between competitors within the industry.31 

According to Reid (1993), small firm entrepreneurs operating in less than perfectly 

competitive conditions or in, relatively protected "niche" markets may also have a 

similar discretion to pursue profit-maximizing ob j e~ t ives .~~  

Environment also plays an important factor in intluencing business performance. 

Ribeault (1982)", showed that environmental changes can take place slowly and 

predictably or with such shocking suddenness and severity, that no one can predict. 

Johnson and Scholes (1988)'~ further stress the importance of the environment on a 

finn in that environment changes throw up opportunities and threats, as perceived 

changes in the environment will signal possible changes in a firm's strateby. 

30 Smallbone. D, 1990, "Success a d  failure in new business .start-ups". International Small Business 
Journal, 8. 2, 34-47. 

' 
Porter, M. E. (1980). Competitive Strategy: Techniques.for Amlyzing ~ndu.strres a d  (:ompet~tor.s. 

4. Collier MacMillan Publishers. 
Reid, G C .  1993, Small Business Enterprise: An Economic Amiysir, Routledge, London. 

" Bibeault? S.B (1982) ibid 
' ,  Johnson, G. and Scholes, K. ( 1  988). Exploring C'orporate Srratep. p. 55. 2nd Edition Prentice- 
Elall 
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Although there are many factors that contribute to the performance 1 growth of SMEs, 

this study only focuses on selected variables; Working Capital, Experience, Business 

Problems and Loan Utilization, and to relate between business performance to Loan 

Repayment, this study will focus on internal sources; NPLs, Loan Disbursement and 

Economic Growth (GDP). 

THEORETICAL FRAMEWORK 

The following model will be used in the study and it is divided into two evaluations. 

First to be examined is fi-om primary sources where the evaluation is based on Income 

as the Dependent Variable (DV) and Capital, Business Problems, Loan Utilization 

and Experience as the Independent Variables (IV). 

The second examinination will be based on internal factors where the researcher is 

trying to relate the performance of SMEs with Loan Repayment. This trial will be 

evaluated based on Loan Repayment (DV) and NPLs, Loan Disbursement and GDP 

(IV). 

Dependent Variable Independent Variables 

Evaluation on Primary Sources 

Performance 
(Revenues 1 Sales) 

Working Capital 

Business Problems 

Loan Utilization 

r 

Experience 
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Loan Performance 
(Repayment) 

Econoinic Growth 
(GDP) 

Evaluation on Secondary Sources 
NPl,s 

Relationshir, between MARA Sources and SMEs Sources 

1V DV 

4 

(3 6 1110tlt11~) 

', 
Loan Di sbursenlent 

Business Performance 
(Revenue / Sales) 

, -F 
Loan Performance 

(Repayment) 
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CHAPTER 2 
PROBLEM STA TEMENTS, OBJECTIVE AND 

SIGNIFICANCE OF THE STUD Y 

2.1 PROBLEM STATEMENTS 

Until now, MARA has disbursed RM 1,672 million in term of loans to Bwniputeras 

and according to MARA Chairman, Datuk Wira Abu Seman Yusop, less than 50% of 

borrowers have problems with loan-repayment.(2003, Sept. 14).j5 Even though 

MARA provides a large amount of financing capacity for the Bumiputera 

entrepreneurs (SMEs) to enable them to improve in their business performance, they 

are still faced with business problems and this causes repayment problems. Therefore, 

the issue IS, what are the problerns that are faced by SMEs and does MARA Business 

Financing really help SMEs to improve their business performance? 

2.2 OBJECTIVE OF THE STUDY 

2.2.1 To know what the factors are that affect business Performance among 

Bumiputera entrepreneurs (SMEs) in the State of Perlis. 

2.2.2 To find out what factors cause problem loans. 

2.2.3 To study whether there is a relationship between Economic Growth. 

Loan Disbursements, Loan Collections and NPLs. 

2.2.4 To know whether MARA Business Financing can help and improve 

business performance. 

15 
- -  k h n l n h  h y a r  balrk Pinjunmtl Mliil (2003, Septsmber 14).Utusan Malaysia 
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2.3 SIGNIFICANCE OF THE STUDY 

From thls study, it is hope that MARA and SMEs (MARA Borrowers) can use the 

information in the following ways:- 

2.3.1 Through this study, MARA can identify what the main problems are 

that cause in business problems and NPLs. Therefore, MARA and 

SMEs can take and formulate certain actions in order to overcome the 

problems. 

2.3.2 SMEs (MARA Borrowers) and MAFL4 can see whether economic 

growth plays an important role in business performance. Therefore, 

both parties can take action when there downturns in economy. 

2.3.3 MARA can evaluate whether SMEs really use their loans for business 

purposes and whether MARA Business Financing is effective or not in 

helping SMEs improve their performance. Some corrective action 

could be taken if there is a weakness on either side. 
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CHAPTER 3 
RESEARCH DESIGN 

3.1 SCOPE AND LIMITATIONS 

3.1.1 Scope 

The study concentrates on the performance of SMEs (MARA Borrowers) after 

getting Business Financing in State of Perlis. For the purpose of this study, the 

researcher has used sampling method. The period of this study is 10 years 

(1994 - 2003). 

3.1.2 Limitations 

The following are the limitations, which were faced by the researcher in order 

to complete this study:- 

3.1.2.1 Limitations of data 

The main problem in conducting this research comes from the 

limitation of data available due to the sensitivity of certain information 

that is classified as confidential and cannot be exposed to the public. 

This situation would affect the accuracy and reliability of the data. 

3.1.2.2 Time Constraints 

The period for the research is about three (3) months and it is not 

enough for the researcher. Due to the h i t e d  time, it will affect the 

process of constructing a solution to the problem. 
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3.1.2.3 Costs 

In the process of gathering the data required, some expenses are 

involved in order to get as much data as possible. Due to limited 

expenses and financial support, some information needed cannot be 

obtained. 

3.1.2.4 Accuracy of data 

The source of the data is also h m  primary sources. Sorile of the data 

given may not be accurate based on the honesty and sincerity of the 

respondents. 

3.1.2.5 Experience and Expertise 

The researcher has little experience and limited expertise in handling 

and completing the research. 

3.2 HYPHOTHESES 

The study will be based on the following hypotheses:- 

Main Hypotheses: 

HI 'There is a significant relationship between Business 

Perfonnance and Capital, Business Problems, Loan Utilization 

and Experience. 

There is no significant relationship between Business 

Performance and Capital, Business Problems, Loan Utilization 

and Experience. 
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H I  There, is a significant relationship between Loan Performance 

(Loan Collection) and NPLs , Loan Disbursement and GDP. 

H o There is no significant relationship between Loan Performance 

(Loan Collection) and NPLs , Loan Disbursement and GDP. 

Sub Hypotheses: 

Relationship between Loan Performance and Business Performance 

H I  There is a relationship between Loan Performance and 

Business Performance. 

Ho There is no relationship between Loan Performance and 

Business Performance. 

3.3 DATA DESCRIPTIONS 

Data for this study is taken from Primary and Secondw Data. 

3.3.1 Primary Data 

Primary Data is fiom a survey (Questionnaires) that had Bven to SME through 

100 sampling. Each survey contains 30 questions related to finance and 

business problems. It is divided into 3 sections, Part A- Entrepreneur 

Background, Part B- Business Background and Part C- Details of MARA 

Loan. Samples were chosen from simple random sampling among 918 

MARA Borrowers ( I  994 - 2003) in Periis. 
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3.3.2 Secondary Data 

Secondary data can be classified into 4 categories including Loan Collectlon. 

Loan Disbursement, NPLs and Economic Growth (GDP). Sources of the data 

are from:- 

- Internal Department (MARA Perlis) 

- Finance Department (MARA HQ) 

Finance Department (MARA HQ) 

- Credit Controller Department (MARA HQ) 

- Bank Negara Report 

- MARA Annual Report 

- Ministry of Finance 

3.4 METHODOLOGY 

To examine the primary and secondary data, this study used the statistical conlputer 

package SPSS to test the relationship between the dependent and independent 

variables. 

3.4.1 Data Analysis 

3.4.1.1 Correlation Analysis 

This analysis will examine the relationship of the individual variables 

3.4.1.2 Regression Analysis 

This analysis technique tries to attempt and establish a functional 

relationship between the dependent and independent variables. 
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3.4.2 Data Interpretation 

There are three important statistics to be considered in the estimating and 

interpretation of result, which are:- 

3.4.2.1 Coefficient of Determination (R*) 

To test the goodness of fit. It used to determine how well the 

regression line fits the data. 

3.4.2.2 The t-statistic (T-stat) 

Used to determine if there is a significant relationship between the 

dependent variable and independent variables. To determine it, it uses 

a degree of freedom, which is calculated as follows:- 

The degree of fieedom : N-k-1 

Where: - 

N = number of observations 

k = number of independent variables. 

3.4.2.3 F- statistic (F-Stat) 

F-stat is used to test the hypothesis that the variation in the independent 

variables explained a sigmficant portion of the variation in the 

dependent variable. It is tries to explain the significance of the model. 

F - Stat = Explained variation / ( k - 1 ') 
Unexplained variation / (n - k - 1 ) 

Where; 

k - - Number of independent variables 
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n - - Number of observations 

3.4.5 General Function 

Primary Data 

The general function and prior relationship on Business Performance 

(Revenue I Sales) of SMEs in State of Perlis can be expressed as follow:- 

Y = f wc, p, u, E) 

Where: 

Y - - Business Performance (RevenueISales) 

WC = Workmg Capital 

P - - Business Problems 

u - - Loan Utilization 

E - - Experience 

The general function of Business Performance and its factors can be expressed 

as follows:- 

Where :- 

R - - 

C - - 

WC = 

P - - 

u - - 

E - - 

e - - 

Loan Repayment 

Constant 

Working Capital 

Business Problem 

Loan Utilization 

Experience 

Error terms 
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Where R is the dependent variable. 

WC, P, U and E are the Independent Variables. 

Secondary Data 

The general function and priory relationship on business performance (Loan 

Repayment) of SMEs in State of Perlis can be expressed as follow:- 

Y = f (XI, X2, X3) 

Where: 

Y - - Business Performance (Loan Repayment) 

XI - - NPLs 

x2 
- Loan Disbursement 

- X3 - Economic Growth (GDP) 

Y is the Dependent Variable 

XI,  XZ and X3 are Independent Variables. 

The general function of Business Performance and it factors can be expressed 

as follows:- 

Where : 

Y = Business Performance (Loan Repayment) 

axI = NPLs 

bX2 = Loan Disbursement 

cX3 = Economic Growth (GDP) 

e = Error terms 
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CHAPTER 4 
ANAL YSIS AND FIND1r"v'o"S 

4.1 INTRODUCTION 

Analysis and Interpretation of the data (primwy- and secondary-) are based on 

statistical package with using Statistical Package of Social Science ( S P S S )  piosiiii .  

FiOiii '1- - 
L~IC regression analysis, all the information can be gathered for data 

interpretation such as Correlation, Coefficient of Regression, T-Stat and F-Stat. 

Statistic and charts for easy reference and understanding will support the results. 

4.2 DATA ANALYSIS 

4.2.1 Primary Data 

4.2.1.1 Trend of Business Performance and Working Capital 

The performance of Business Performance moves according to 

the volume of Working Capital. SMEs that have more Working 

Capital have more chances to perform well and gain more 

benefits compared with SMEs that have low Working Capital. 

In conclusion, Business Performance has a positive relationship 

with Working Capital (See Figure I ). 
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Figure I:  Trend of Business Performance and Working Capital 

TREND OF BUSINESS PERFORMANCE AND 
WORKING CAPlTAL 
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3.2.1.2 Trend of Business Performance and Business Problems 

The performance of Business Performance was moving 

inversely with Business Problems. The higher degree of 

Business Problems will cause to low Business Performance. 

SMEs who faced a low degree of Business Problems shown a 

better performance and vice versa (See Figure 2). 
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Figure 2: Trend of Business Performance and Business Problem 

TREND OF BUSINESS PERFORMANCE AND 
BUSINESS PROBLEMS 
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4.2.13 Trend of Business Performance and Loan Utilization 

From the chart below, we can see that Business Performance 

has a positive relationship with Loan Utilization. In theory, the 

more SMEs utilize the loan, the better Business Performance 

they can achieve (See Figure 3). 
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Figure 3: Trend of Business Performance and Loan Utilization 

TREND OF BUSINESS PERFORMANCE AND 
LOAN UTILIZATION 
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4.2.1.4 Trend of Business Performance and Experience 

The performances of SMEs also generally had a positive 

relationship with Experience. SMEs that have more experience 

tend to have a higher Business Performance and vice versa (See 

Figure 4). 
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F w r e  4: Trend of Business Perjiormance and Ekperience 

TREND OF BUSINESS 
PERFORMANCE AND EXPERIENCE 
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4.2.2 Secondary Data 

4.2.2.1 Trend of Loan Repayment and Loan Disbursement 

Before the economic crisis, 1994 - 1997 the chart showed that 

Loan Repayment volume was more than Loan Disbursement. 

However, after 1997 the trend had changed where the volume 

of Loan Disbursement was more than Loan Repayment. There 

was a positive relationship between Loan Disbursement and 

Loan Repayment. The more Loan Disbursed, the more Loan 

Repayments (See Figure 5). 
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TREND OF LOAN REPAYMENT AND 
LOAN DISBURSE 

YEAR 

I - REPAYMENT - DISBURSE I 

4.2.23 Trend of Loan Repayment and NPLs 

From the chart, we can see that there is a negative 

relationship between Loan Repayment and NPLs. Hi& 

NPL before 2000 caused low Loan Repayments, and Low 

NPL after 2000 showed that there was an increase in Loan 

Repayments (See Figure 6) 
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Figure 6: Trend of Loan Repayment and NPLs 

TREND OF LOAN REPAWENT AND 
NPLs 

YEAR 
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4.2.23 Trend of Loan Repayment and GDP 

Generally, the chart showed that there were a few 

relationships or no relationship between Loan Repayment and 

GDP. In theory, there should be a positive relationship 

between Loan Repayment and GDP. High growth of GDP 

will cause high performance in business performance and 

cause high Loan Repayment (See Figure 7 and Table 2). 
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Figure 7: Trend of Loan Repayment and GDP 

TREND OF LOAN REPAYMENT AND GDP 
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e 

-1 00000000.00 
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Table 2: Loan Disbursement, Repayment and Classcjieation to NPLs. 

YEAR 
1 994 

DISBURSE I NPls 
1532100.001 4478561.00 
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4.3 DATA INTERPRETATION 

4.3.1 Model of The Study 

The model of the study can be classified into two models:- 

Primary Data 

R = C + W C + P + U + E + e  

Where :- 

R - - Loan Repayment 

C - - Constant 

WC = Working Capital 

P - - Business Problem 

U - Loan Utilization 

E - - Experience 

e - - Error terms 

Secondarv Data 

Y =C+aX1+bXz+cX3+e  

Where: 

Y - - Business Performance (Loan Repayment) 

C - Constant 

ax1 = NPLs 

bX2 = Loan Disbursement 

cX3 = Economic Growth (GDP) 

e - Error terms 
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4.3.2 Coefficient of Determination (R~) 

Primary Data 

For Primary Data, the Coefficient of Determination is 80.5%. This 

shows that 80.5% of the changes in Business Performance can be 

explained by Working Capital, Business Problems, Loan Utilization 

and Experience. Another 19.5% can be explained by other variables, 

that are excluded in this study. This relationship can be considered as a 

strong relationship since it is more than 50%. See 'Table 3. 

Table 3 : Model Summary and CoeSJicients Table 

Model Summary 

a. Predictors: (Constant), EXPERIENCE, LOAN 
UTILIZATION, WORKING CAPITAL, PROBLEM 

Model 
1 

a Dependent Variibie: REVENUE I SALES 

Secondary Data 

For seconday data, the coeficient of Determination is 86.4%. This 

R 
. 897a 

shows that 86.4% of the changes in Loan Repayment can be explained 

by the changes of Loan Disbursement, GDP and NPLs. Another 13.6% 

R Square 
,805 

Adjusted 
R Square 

.797 

Std. Error of 
the Estimate 
39723.28710 
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can be explained by other variables that are excluded in this study. See 

Table 4. 

Table 4 : Model Summary and Coefficiennts Table 

Model Summary 

I I I [ Adjusted I Std. Error of I 
R 1 R Square 1 R Square I the Estimate 

.92ga ( .864 1 ,796 1 557953.061 

3- Predictors: (Constan:), TOTAL NPL, GDP$, LOAIL1 
DISBURSE 

Coeffiuents C o e f f i t s  

LOAN DISBURSE 774 .149 976 5 202 002 
GDP$ 2 31 7E-03 002 1 389 214 

a Dependent Variable: LOAN REPAYMENT 

4.3.3 Regression Equation 

Primary Data 

Note: The.figures m the prentheses are T-star 

Secondary Data 

Note: 7befigures in the paren theses are T-stat 
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4.3.4 'T-Statistic 

T-statistics measure whether the variables contribute to the relationship. It is 

used to decide whether to accept or reject the Hypotheses. 

Primary Data 

The degree of freedom : N-k-1 

: 100-4- 1 

: 95 

From the distnbution table at 95% confidence. T value = 1.980 

Therefore: - 

Variables Compute T T Value Relationship 

W.CAPITAL 2.390 > 1.980 Significant 

B. PROBLEM 5.605 I 1.980 Significant 

UTILIZATION 0.8 12 < 1.980 Insignificant 

EXPERIENCE 4.070 -, 1.980 Significant 

From the above result, it shows that Working Capital, Business 

Problems and Experience have significant result and Loan Utilization 

level has an insignificant result for Business Performance. So, from the 

hypotheses, we accept 13, and reject I J n  for Working Capital, Business 

Problems and Experience. For Loan Utilization we accept HO and 

reject HI. 
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Secondary Data 

The degree of freedom : N-k-I 

: 1 0 3 - -  I 

: 6 

From the Table at 95% confidence, T value = 2.447 

Therefore:- 

Variables Compute T T Value Relationship 

LOAN DISB 5.202 > 2.447 Significant 

GDP 1.389 < 2.447 Insignificant 

NPL 1.294 < 2.447 Insignificant 

From the above result, it shows that only Loan Disbursement is 

significant and the other variables are insignificant. 

4.33 F-Statistic 

F-statistics was used to test the reliability of the regression equation to 

evaluate the significance of each individual component to the entire regression 

model. 

Primarv Data 

F - Stat - - Exvlained variation 1 ( k - 1 1 
Unexplained variation / (n - k - 1 ) 

From the table F value = 2.68 

Hak
 M

ilik
 M

ARA



iL4Ali.4 Hloinc.\ \ l~ i t i c l t i c  Ing ,YML:IV l'erJorrnun~,e FIN  660  

Comparing the F value in Table 5 ,  the compute F value is greater 

(08.116 ;- 2.68) than the F value from the distribution table. Sillce the 

computed F value is more than the F value from the distribution table, 

it can be said that the independent variables are statistically significant. 

Therefore, there is a significant relationship between the independent 

and dependent variables. Therefore, the model appears to be useful for 

predicting Business Performance. 

Table 5 : Compute F-Stat value 
ANOV~P 

a. Predictors: (Constant), WPERIENCE, LOAN UTILIZATION, WORKING CAPITAL, 
PROBLEM 

b. Dependent Variable: REVENUE I SALES 

Model 
1 Regression 

Residual 
Total 

Secondary Data 

F -- Stat - - Explained variation 1 ( k - 1 ) 
Unexplained variation I (n - k - 1 ) 

Sum of 
Squares 
3.70E+lt 
8.97E+10 
4.60E+11 

From the table F value = 5.14 

Comparing the F value in Table 6, the compute F value is greater 

(12.686 > 5.14) than the F value from the distribution table. Therefore, 

there is a significant relationship between the independent and 

dependent variables. 

df 
4 

95 
99 

Mean Square 
9.261€+10 

943920370.2 

F 
98.116 

Sig. 
.OOOa 
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Table 6: Compute F-Stat value 

a Predictors (Constant). TOTAL NPL, GDP$, LOAN DISBURSE 

b Dependent Var~able LOAN REPAYMENT 

Model 
1 Regresson 

Restdual 
Total - 

4.3.6 Relationship between Primary and Secondary Data 

From the analysis and interpretation, this study t ies to relate the correlation 

between the two sources. The results of the findings and the relationshp 

between the two sources are:- 

4.3.6.1 From the anaysis based on primary data (survey), this study 

found that the SMEs business scope under MARA can be 

classified into 5 categories as shown in Table 7 and Figure 8. 

According to the percentage of business, SMEs under 

Services represent 4 1 %, Commerce at 3 1 %, Contract at IS%, 

and Manufacturing at 12% followed by Transportation at 1 %. 

4.3.6.2 Th~s  study also classified the problems that are faced by 

SMEs into 6 categories, which are shown in Table 8 and 

Figure 9. Low Sales 1 Market / Demand and hlgh competition 

is the highest problem faced by SrviEs under MARA at 58%. 

The second hghest was weakness in management which 

represents 16%. In conclusion, this information reflects the 

problemsthat are faced by the entire population of SMEs 

Sum of 
Squares 
1 18E+13 
1 87E+12 
1 37E+13 

d f 
3 
6 
9 

Mean Square 
3949E+12 
3113E+11 

F 
12686 

Slg 
005a 
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under MARA Perlis. The factors also caused NPl.,s and Loan 

Repaytnent Problems 

4.3.6.3 To measure the degree of problems that are facing by SMEs, 

this study categorizes it into four levels (Low, Moderate, 

High and Very High). The findings showed that 46% of the 

SMEs facing a High level of problems, 25% Very High, 20% 

Low and 6% Moderate. This result reflects Business 

Perfonnance and contributes to the Loan Repayment 

Performance. See Table 9 and Figure 10 

3.3.6.4 To test whether all SMEs utilized the loan obtained fi-om 

MAKA. This study also tries to find whether it will affect the 

Business Performance. To measure the degvee of Loan 

Utilization, this study classified Loan Utilization into 4 levels 

of utilization (Low, Moderate and High or Fully Utilized). 

From the findings, it showed that only 25% of SMEs fully 

utilized their loan, 53% were moderate and 22% were low 

(See Table 10 and Figure 11). This factor also contributes to 

the business performance of SMEs. However, tiom the 

analysis using statistical method, it showed that Loan 

Utilization was insignificant but still contributes the Business 

Perffirrnance. 
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(1994 - 2003) has a relationship with Business Perf-=. 

The findings from primary data could be used to illustrateand 

reflects the monnance of Loan Repayment. 

Table 7: Business Scope Categories 

BUSINESS SCOPE CATEGORIES 

Figute 8: Business Scopes 

Categories 
Contract 

BUSINESS SCOPES 

45 - 

40- 

35 - 

30 - 
25 - 

No. of SMB 
20- 

TYPE 

Contract fhmerce Services Mfacturing l'portatiin 

- 

No. of SMEs 
15 
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Table 8: Business Problem 

Figure 9: Type of Business Problem 

Business Problems 
Low SalesIMarketlCompetition 
Economic Recession 
Personal I Health 
Weakness in Management 
Natural Calamity 
Others 
TOTAL 

- - - .- - - --- 
TYPE OF BUSINESS PROBLEMS 

1 

I 

No. of SMEs 
58 
5 
6 
16 
2 
13 

1 00 

Natural Calanity others 
2% [ 13% 

wea- i pp 

Wnagemnt Z: 

I 
46% 

Fwsonal I Health SaleslAllarkeVCow ' 
6% tion i 

I 
- - -  - - - -  

1 Low S a W ~ t i t i o n  1 karonic Recession %rsonall Health 1 
IJ \ M B a b s  n Allanagemnt NBtwal Catanily Others 

I - -  - -  - - - - - -- - - - 1  
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Table 9: Level of Business hb l ems  

LEVEL OF BUSINESS PROBLEMS 

Figure 10: Business Problems Level 

Level 
Low 
Moderate 
High 
Very High 
TOTAL 

7 
- 

BUSINESS PROBLEMS LEVEL 

No. SMEs 
20 
9 

46 
25 
1 00 

Very High 
25% 

Low 
,, ,720% 

High 
46% 

-- 
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Table 10: Loan Utilization Level 

LOAN UTILIZATION LEVEL 

Moderate 

Figure 11: Loan Utilization Level 

LOAN UTILIZATION LEVEL 

tow Moderate HigNFull 

I Level 
-- -- Hak
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CHAPTER 5 
CONCLUSION AND RECOMMENDA TION 

5.1 CONCLUSION 

5.1.1 From the findings, it can be concluded that Business Problems, 

Working Capital, and Experience are important factors that contribute 

to the Business Performance of SMEs in Perlis. Level of Loan 

Utilization is not significant but still contributes to the performance of 

SMEs. 

5.1.2 MARA Business Financing plays an important role in performance of 

SMEs. From the analysis, it was found that MARA Business fmancing 

overall has improved the level of Working Capital about 43.61% 

(mean). 

5.1.3 Low Sales I Market 1 Competition and Weakness in Management are 

the biggest problems faced by SMEs in Perlis. Others problems, such 

as economic recession, were not serious problem because most of the 

SMEs only contribute to the domestic economic development. 

Therefore, it is not affected much by the economic downturn. 

5.1.4 It is found that only 25% of SMEs that had obtained MARA Business 

Financing fully used their loan for business development, 53% 

moderate and 22% low. Most of the SMEs possibly kept part of the 

loan as an emergency fund or used it for personal purposes. 
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5.1.5 One of the important factors that is not included in this study that 

influence Business Performance and Loan Repayment is attitude of the 

SMEs toward business development and responsibility of loan 

repayment. 

5.1.6 Business Performance and Loan Repayment has a significant 

relationship. Positive performance in business will have a positive 

impact on loan repayment and vice versa. 

5.1.7 In theory, there should be a positive relationship between economic 

growth and Loan Repayment (Business Performance). However, in this 

study, it showed that GDP was insignificant with Loan Repayment. 

Ths  situation might be because of the focus of the study was only on 

SMEs in Perlis, whereas figures for the GDP represents overall 

national performance. The value of the GDP does not reflect the 

performance of economic performance for the State of Perlis. 

5.2 RECOMMENDATION 

5.2.1 In order to reduce the business problems' gap, MARA should organize 

more Business Development courses such as course in Marketing, 

Personal Selling, and Business Management etc. All programs should 

be related to the quantitative and qualitative aspects. All new SMEs 

that obtained MARA Business Financing must be ma&compulsory to 

follow the business programs organize by MARA. 
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5.2.2 MARA should particularly take into consideration the financing need 

of SMEs. Straight procedures and policies should be emphasized in 

order to avoid SMEs fiom misusing their loans. Consultations and 

advice must be given immediately after they obtain the business 

financing. 

5.2 .3  MARA should carry out regular inspection to the business places. 

Advice and recommendations could be given to the SMEs if there is an 

indication or signs showing SMEs have any problems related to 

business. 

5.2.4 Thls study also found that loan collection from premise to premise 

plays an important role to the Loan Repayment performance. 

Therefore, MARA through the Bill Collector or responsible officer 

should do a schedule task in order to collect the loan repayments. 

5.2.5 A paradigm shift from the old perspective to the new one should be 

done. MARA must stick with the financing rules and principles .More 

tolerance should be avoided. Enforcement actions must be taken earlier 

rather than letting the borrowers take the opportunities to drag the loan 

repayment. Example from private organizations in the private sector 

should be followed and implemented by MARA. 
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APPENDIX A 

SURVEY AND QUESTIONAlRES ON ENTREPRENEUR (SMEs) 
WHO HAVE OBTAINED MARA BUSINESS FINANCING 

Dear SirslMadame; 

Please be informed that a survey is being done on Entrepreneurs (SMEs) 

who have obtained MARA Business Financing. The purpose of this survey 

and questionnaires is to find out what are the problems faced by SMEs 

@MRA Borrowers) after obtaining the Businese Financing. For your 

information, you are one of the samples that have been selected for this 

survey. Therefore we hope you could give a full cooperation in this survey. 

You are required to fill the form attached with this letter with honesty and 

sincerity in order to ensure the accuracy of this survey. AU the 

information given will be treated as  a private and confidential and will  be 

used for t h i ~  purpose only. 

Your full cooperation in this matter is appreciated. 

Survey Dept 
MARA State of Perlis 
Tkt. 4, Kompleks Kangar 
0 1000 Kangar, Perlie. 
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ase tick I -1 I and f i U  in the spaces pro%ided. 

---- - - 

How old are you? 

I below 25 vears 
25 - 34 .vears 
35 - 39 -years 
40 - 49 years 
50 and above 

Gender? 

Wlich district do you live in? 

Kangar 
Arau 

What is your figlest qualification? 

I, 
Prirnar?/ .School 
Secondor?, School 
Dtploma 
Degree and above 

What is you business registration category? 

Indi\~~duuI 
Sharing 
Co. Own Ltd Litnited 

What is your busirless scope? 

How much was your business capital before obtaining 
MARA Business Financing? 

Below RM 5, WO.OO 
RM 5,001.00 - RM 10,000.00 
Rh4 10,001.00- RM I5,000.00 
RA4 15,001.00-RM 20,000.00 
Adore than Kt4 20,000.00 

8. Years of experience in the business is? 

1 years 

9. How much is your income (RevenudSales) per month? 

RM per month. 

10. Type of loan? 

n Contract 
Commerce 
Services 
Manufncturing 
Transports lion 

11. Amount of loan obtained? 

Below R k f  5,000.00 
RM 5,001.00 - -  RM 10,000.00 
RM 10,001.00 - RM IS, 000.00 
RM 15,001.00 - Rh4 20,000.00 
Rkcl20,OOl. 00 - R.kf 25,000.00 
More than RM 25,000.00 

12. Your monthly installment'? 

I 
Below RM 200.00 
Rh4201.00 Rh4 -100.00 
RILi 401.00 - Rh4 600.00 
RM601 00 - RM800.00 
RAi801.00 - Rhi 1,000.00 
Move than Hhcl1,000.00 

13. What is your col lated? 

Guarantor 1 Land 
Guarantor and Land 

14. Purpose of the loan? 

Revolving Capital 
Fixed Asset ,' Renovation 
Revolving Capital Fixed Asset 'Renovarion 

15. How much is your working capital after obtaining 
MARA Loan? 

I 16. How many times have you obtained the MARA Loan? 

I rrme 
2 times 
More than 2 times 
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Amount of money from business loan utilized for 
business? 

26. Will you make a loan payment after receiving the 
letterlnotice from MARA? 

E :f few Flay 
Full amount 1 27. Reason for failing to make prompt payments? 

I11 what year did you obtained the MARA Loan? 

R 
B u ~ y  
Forgot 
Not enough money 
Deliberate 
Not relevant 

1 28. MARA Business Loan can improve your business in? 
How long is your loan agreement? 

Income /Sales 
ProJt 
Market 
AN the above 
itro improvement 

below 2 years 
2 - 3 years 
4 - 5 tahun 
More than 5 years 

What is your business problem? I 29. Have you ever followed h4AFL4 courses conducted by 
MARA? 

[=I Low Sales 'Market ' Competition 

H Economic Recession 
Personal / Health Problems 
Weaknesses in Management 
Natural Calamity 
Others 

I 30. W u t  is you cormnent on the MARA Business Loan ? 

To what extend do the business problems affect your 
business performance? 

1 
Vety High 

Thank You! 

How long is your payment in arrears? 

I - 2 months 
3 - 6 months 
More than 6 months 
No arrears 
Finished 

Nonnallj; when do you always made loan payment? 

Early in the month 
;tfiddle ofthe month 
End of the month 
Direct payment from contract owner 

Do you need MARA assistance in wllecting the loan? 

Have you ever received reminder lettednotices from 
M ARA? 
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APPENDIX B 
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SUMMARY OF PRIMARY DATA 

Respondent Expeltense Revendsales Workbng Capital Utilization Pmblm W.Capita1 (before) 

1 13 360003 6WXl 1 3 40WO 
2 12 286oCIl 55000 1 3 350W 
3 11 2760(0 53000 1 3 380m 
4 12 2520m 52000 1 3 43000 
5 11 24Wm SmOO 1 3 35MX) 
6 12 21 8000 50000 1 3 3 8 m  
7 15 1980Ca 480W 1 2 25003 
8 9 1800m 48000 1 3 28000 
9 10 1 m  40300 1 3 33300 

10 11 162003 53000 1 3 330M) 

1 I 10 1 m  50300 1 3 3000 
12 13 144033 45000 1 3 32000 
13 10 144000 41000 1 3 320(a 
I 4  9 144WO 34000 1 3 25003 
15 6 144000 33000 1 3 28000 
16 10 132000 80300 1 3 4Wm 
17 7 12000[) 3 

9 40000 ; 3-5000 
18 1140CO 12000 2 5003 
18 6 102000 52M)13 1 3 4M)M 
20 10 t o m  4m00 1 2 300m 
21 11 96000 45000 2 2 35000 
22 9 gsua 25000 2 2 150m 
23 7 gBOCO 20300 2 2 g(Xa 
24 4 ggOm 1BOW 2 2 8500 
25 9 gMXa 13W(] 2 2 10003 
28 7 64533 22000 2 2 laOCO 
27 5 84000 15000 2 2 12003 
28 6 78000 V x m  2 2 360m 
a 3 78MY) 25000 2 2 2ooa) 
30 4 78003 1 m o  3 2 lOMa 
31 6 780m 15MW 3 2 loo00 
32 5 78000 arX, 3 3 4000 
33 7 72003 15000 3 2 lo003 
34 6 7x03  I W m  3 2 5000 
35 4 6Wm 203W 3 2 10003 
38 5 BOCCO 15000 3 3 loom 
37 5 5 7 m  4 m  3 3 rn 
38 5 54960 xaOO 3 3 l o w 0  
39 11 54003 4 m  3 3 3 5 m  
40 12 540m 25000 3 2 20003 
41 5 54003 IaOOO 3 2 1- 
42 4 52200 420W 3 2 32000 
43 4 50400 45000 3 2 3YKO 
44 4 50400 380W 3 2 iwm 
45 7 50400 10300 3 2 5cm 
46 7 50400 I MOO 3 2 700CO 
47 8 50400 10300 3 2 BOW 
48 7 48000 33000 3 2 21 Om 
49 4 480Ca 15000 3 2 l ow0  
50 5 48MY) 1SWO 3 2 8000 
51 8 48WO 1XXK1 3 2 7000 
52 2 46600 250W 3 2 120W 
53 8 4 8 m  a?oa 3 2 4 W  
54 3 462Ul 43MX) 3 2 30000 
$5 8 46203 150W 3 2 IOOM 
56 3 46203 13000 3 2 BWO 
57 7 46201) 9500 3 2 50a) 

58 9 45000 250M) 3 2 12000 
59 6 45003 13000 3 2 m 
80 9 45000 so00 3 2 4000 
81 5 44400 14000 3 2 85M 
62 6 43201) 8500 3 2 5003 
63 6 42800 5000 3 2 30a] 

64 8 4XXT) 50300 3 2 350m 
6s 3 4 m  m 3 2 IW 
66 3 4 20CO XOOO 3 2 lw00  
67 8 420M leOOo 3 2 lOOm 
88 3 36000 25000 3 2 15000 
69 2 360m 1 m  3 2 9Sm 
70 3 38WO 8000 3 2 MOO 
71 2 33603 35000 3 2 20003 
72 10 3MXn 18500 3 2 lOOm 
73 3 30003 15000 3 2 11000 
74 3 3COm 15000 3 2 9000 
75 5 28800 18WO 3 2 7000 
76 5 24003 210M) 4 2 15000 
77 5 24WO 203M1 4 2 10003 
78 8 21 803 10000 4 2 5000 
79 3 11940 4500 4 1 3003 
80 7 11880 eOOO 4 1 4000 
81 4 11880 7500 4 1 5003 
82 8 11858 BMX) 4 1 50M 
83 6 11780 5000 4 1 3500 
a4 6 11520 5000 4 1 
85 6 114CO 8500 4 1 4500 
86 6 11400 SWO 4 1 3500 
87 8 11400 5000 4 1 30m 
88 6 lOBm 1200  4 1 9000 
89 5 l o8m 4000 4 1 2% 
90 6 10740 BOO0 4 1 4000 
91 7 10740 SDOO 4 1 3500 
92 6 10560 5000 4 1 3003 
93 6 10323 14WO 4 1 a 
94 5 I om SWO 4 I 3003 
85 4 gg60 4000 4 1 2500 
96 6 gSm 60W 4 1 4000 
87 5 9600 4(KK1 4 1 30m 
98 2 9380 5000 4 1 3000 
99 4 BWO 6M10 4 1 4000 

100 3 goo0 4MO 4 I 2503 
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