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At the price of aid for 30,000 SMEs

IT WAS quite upsetting that on the sane day the Governnment announced the
RV600 million fund to help ailing small- and medi um si zed Bum putera

busi nesses, the Malay daily Berita Harian also included an article onits
front page on the purchase of a RM380 million nmansion in England by a
menber of the Mal aysian royal family. Beside such extravagance - it was
reported to be the nost expensive piece of residential property ever sold
inBritain - the Government's gallant effort to help those busi nessmen

| ooked so nodest, which it is certainly not.

The initiative announced by Prime M nister Datuk Seri Dr Mahathir
Mohamad, in his capacity as Finance Mnister, will help thousands of Ml ay
and ot her Bumi put era busi nesses which are still experiencing difficulties
following the regional financial crisis that resulted in a severe econormic
downturn in Malaysia in 1998 and 1999. There are basically two funds under
the effort. The first allocates RML20 million to help at |east 10, 000
smal | busi nesses that have no neans to repay their bank | oans (only those
with less than RML m|1lion non-performng | oans or NPLs qualify). The
second is a RMB80 mllion fund to ensure that Bum putera and Ml ay
busi nesses have access to working capital.

The initiative will benefit not just the targeted busi nesses but al so
t he econony. The banking sector is a direct beneficiary. NPLs in the
banki ng sector are a concern since the regional financial crisis. By the
end of the first quarter, NPLs had risen to 6.6 per ent to reach Rv28
billion and al though this is manageabl e some banks have becone very
cautious about lending. As a result, the bank |l ending grew by only 0.2 per
cent in the first quarter, which makes it very unlikely that banks will
meet the 8 per cent lending growmh rate target set for it by Bank Negara.
The RML20 million allocation will not nake a major inpact on the NPL | evel
but as there is the RM380 fund to deal with capital for businesses, sone
banks will feel |ess pressure where the affected Bum putera businesses are
concerned. The Governnent has al so been hel ping sone of the ailing | oca
"bi g boys" through other schenes, as well as through programes initiated
by Pengurusan Danaharta Nasi onal Bhd and Dananpdal Nasi onal Bhd. This
gi ves the banking sector roomto focus on other nore pressing matters,
such as their nerger exercise and making profits.

If the RML20 million fund neets the target of hel ping 10,000 small- and
medi um si zed busi nesses, the econony is assured that these enterprises
will not be forced to fold. This will translate into a huge soci o-econom c
advant age of not having to lay off up to 500,000 people. A snall- and
medi um si zed enterprises (SVE) typically enploys 50 people or less. At the
sane time, the RVMB80 million working capital ensures that the spirit of
entrepreneurship is alive. An econony |ike Mal aysia's needs SMEs to
support the major industries as well as neet demand both fromthe donestic
as well as export markets. Their contributions to the econony are far from
nodest. The country's top 10 SMEs that won the Business Ti nes-Accenture
Enterprise 50 awards | ast year were exporting their products to over 70
countries, which is no nean achi evenent by any standard.

The establishnent of the RVbOO million fund underscores the Governnment's
seriousness in hel ping conpani es get through the Asian financial crisis.
The International Mnetary Fund or the Wrld Bank m ght not have approved
of such initiatives but the fate of Ml aysian conpanies are still in their
own hands and not in the foreigners'. Wiat irks is the fact that while we



struggle to keep our heads above the water, there are Ml aysi ans who have
no qual ns about splashing the ringgit overseas. That mansion in Engl and
coul d have hel ped at | east anot her 30,000 Buni putera and Ml ay busi nesses
inthese still difficult tines.
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