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Need for banks to better understand snall busi nesses

Hami sah Hami d

CREDI T of fi cers need to equi p thensel ves wi th know edge on busi ness to
allowthemto better understand small entrepreneurs who apply for bank
| oans, econoni sts and busi nessnen say.

Economi st and ex-banker Tan Sri Ranpon Navar at namsai d bankers shoul d not
take t he easy way out and only approve | oans to | arge busi nesses because
it is safer to lend to big conpanies.

"Bankers shoul d be nore enphatic and synpathetic with small businessnen
t hey nust understand t he way smal | busi nessnen operate as well as their
needs," he tol d Busi ness Times.

Prime M nister Datuk Seri Dr Mahathir Mohamad, who recently tol d banks
totreat |oan applications fromsnall conpanies with nore consideration
sai d banks sonetines do not want to take the risk at all as their priority
is profit.

He noted t hat banks are sonetines too prudent and the Governnent will
persuade themto be nore considerate to small enterpreneurs.

The Prime M nister, also rem nded borrowers to pay back their | oans and
not to borrowif they could not pay back.

Deputy Finance M nister Datuk Dr Shafie Salleh saidin Parlianent early
this nonth the ministry received conpl ai nts that banks were reluctant to
give out |l oans, particularly to snmall conpani es and traders.

He sai d Bank Negara Mal aysi a had net with the banks and urged t hemnot
to be too strict with small borrowers.

Navar at namsai d t o under st and and deal with small busi nessnen, bankers
shoul d be nore know edgeabl e and better trained.

"The backbone of Mal aysia's econony is small busi nesses and not the
| ar ge busi nesses or mul ti nati onal corporations (MCs).

"MNCs cone and go but | ocal businesses stay on, so they should be given
priority,"” he noted.

RAM Consul t ancy Sdn Bhd chi ef operating oficer Dr Yeah KimLeng said
credit officers need to do proper eval uati on of every applicant,
regardl ess of the size of their businesses.

"Banks have to eval uate the prospects of each of the businesses... they
have to | ook beyond t he econonic cycl e and take a | onger termvi ew because
hi gh-ri sk borrowers may have vi abl e busi ness ventures,” he said.

Yeah noted that a better trained credit officer can take a | onger-term
view, which is beyond the econom c cycle.

He sai d bankers have to consi der applications on a case by case basis.

Al t hough the busi ness may be froma sector badly hit by the econonic
downturn, he said its success depends on the quality of the managenent.

"Al t hough busi ness may be badly affected, the conpany wi |l have good
prospects for lending if its managenent is pro-active and nanages a crisis
effectively," he said.

Econoni st s acknow edged t hat conpani es i n export-oriented sectors |ike
manufacturing and el ectronics, may find it hard to convince banks to
provi de | oans for thembecause the export sector is badly affected by the
sl owdown in the US and gl obal econoni es

Perak Mal ay Chanber of Conmmerce presi dent Dat uk Muhanmad Muhi yuddi n
Abdul | ah sai d bank officers nust be pro-active and go down to the field to
under st and probl ens faced by entrepreneurs who borrow frombanks.

"If they see a busi nessman ni ss the repaynent once, they shoul d go and
see himand advi ce hi maccordingly.



"I'f officers can talk to these people, they can help resolve the issue
earlier... maybe reschedul e the | oan repaynent, " he sai d when contacted in
Per ak.

He sai d banks do consi der rescheduling | oan repaynents for small- and
nmedi um si zed enterprises (SMEs) because sone of the businesses have good
prospects.

Muhanmmad sai d weakness i n account managenent i s the main reason smnal |
Mal ay busi nessmen have difficulty getting bank | oans.

"They don't have proper accounts and the accounts are not properly
audi t ed.

"Banks want a track record and accounts which are properly kept," he
sai d.

He said the Perak Mal ay Chanber has organi sed a course on keepi ng proper
conpany accounts but response frombusi nessnmen has been | ukewar m

He said the chanber will go through menbers' | oan application forns to
ensure that they are conplete and fulfil all conditions before forwardi ng
the forms to the banks.

The chanmber will al so attach a recormendation letter with the
application forns.

"The Perak Chanber of Commerce has al so established a cooperation with
Mara to arrange for approval of |oan applications within tw weeks," he
sai d.

Muhammad sai d so far, | oans taken fromMara have been fully paid by its
menbers accordi ng to schedul e.

"W don't have such a cooperation with banks, but we hope to set up a
sim |l ar arrangenent so as to be abl e to nonitor nmenbers' | oan repaynents, "
he said.

Muhammad, who is al so Mal ay Contractors Associ ati on of Ml aysi a vice-
presi dent, said newcontractors may have probl ens getting | oans as they do
not have a track record to present to the banks.

Economi sts agreed that banks have to be prudent in their | ending or
otherwi se their non-performng loans will rise.

However, Navaratnamsai d whil e prudence i s necessary, banks shoul d al so
be nore aggressive and i nnovati ve.

He said there are a | ot of high potential small businesses, and bankers
who under st and t he operation of small busi nesses shoul d hel p rat her than
avoi d them

Asked whet her the banks' reluctance to extend | oans is due to bad | oan
repaynent records by small busi nessnmen, Navaratnamsaid: "lIt's not true
because | arge conpani es al so have default payments but banks can
restructure their loans. There are a | ot of good small businesses.

Yeah, meanwhile, said that there must be a bal ance between the bank's
credit risk and sufficient |oans given to snall busi nesses.

At this point of tine, he said the sl owi ng econony poses higher risk in
| endi ng and banks are understandably nore careful.

However, he said banks should not neglect the SMEs and shoul d i nst ead
i dentify borrowers which can ride the econonic cycle.

He acknow edged t hat there are busi nesses which are nore dependent on
economi ¢ out | ook, which make themharder to convince the banks to | end.

"Sectors which are badly affected due to the fall in demand and econom ¢
sl ondown wi | | affect the busi ness prospects of individual conpani es and
their cashfl ow

"These are the ones which banks find difficult to provide |oans to
wi t hout sufficient collateral," he said.
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