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ABSTRACT 

The role played by the non financial institutions such as Credit Guarantee Corporation 

(CGC), has marked a new way for the entrepreneurs to get an access to financing, 

even without collateral. Significantly, with the introduction of Islamic Financing 

Guarantee Schemes, the entrepreneurs have better choice of financing, since it is free 

from riba and gharar, and is based on underlying productive economic activity, hence 

generate legitimate income and wealth. The Islamic financing guarantee scheme 

chosen in this study is Direct Access Guarantee Scheme (DAGS-i). A total of 42 firms 

are involved in this study, from years 2006 to 2014, with total observations of 378. 

Firms are being grouped under three industries; namely Logistic and Transportation, 

Construction and Engineering and Services. To what extend do the firms are efficient 

in using this scheme in their operation? Do they really achieve the cost, profit and 

revenues efficiencies? The Data Envelopment Analysis (DEA) has been employed to 

measure these efficiencies. The result indicates that Magna Prima Construction Sdn 

Bhd, Doyes Engineering Sdn. Bhd, Ecochaste Shipping Sdn Bhd, SAP Air Hitam 

Properties Sdn Bhd, and Redtone Technology Sdn Bhd are the most efficient firms. 

They have achieved the efficiencies scores of 1 of their cost, profit and revenue, 

throughout the period of observations. The other firms have to adjust their operations 

in order to be efficient and are advised to benchmark against the efficient firms. The 

study recommends that thorough monitoring and advising from CGC and peer 

assistance would help inefficient firm to improve and sustain in the industry, even 

towards creating a venture capital between the firms. 



vi 

 

TABLE OF CONTENTS 

 Page 

CONFIRMATION BY PANEL OF EXAMINERS ii 

AUTHOR’S DECLARATION iii 

ABSTRACT iv 

ACKNOWLEDGEMENT v 

TABLE OF CONTENTS vi 

LIST OF TABLES x 

LIST OF FIGURES xiv 

LIST OF ABBREVIATIONS xvi 

 

CHAPTER ONE: INTRODUCTION 1 

1.1 Introduction 1 

1.2 Problem Statement 5 

1.3 Objective of the Study 8 

1.4 Research Questions 9 

1.5 Background of the Study 9 

1.6 Scope and Limitation of the Study 11 

1.7 Significance of the Study 12 

1.8 The Organization of the Study 13 

1.9 Research Design 15 

CHAPTER TWO: FINANCING THE SMALL AND MEDIUM 

ENTERPRISES (SMES) IN MALAYSIA: A  

HISTORICAL DEVELOPMENT AND A WAY 

FORWARD 16 

2.1 Introduction 16 

2.2 Overview of Malaysian Economy 16 

2.3 What is SMEs? 39 



vii 

 

2.4 SMEs Financing 43 

2.5 Malaysian Financial Landscape : A Way Forward 46 

2.6 SMEs Profile 54 

CHAPTER THREE:  LITERATURE REVIEW 58 

3.1 Introduction 58 

3.2 Economics Definitions 59 

3.2.1 The Definition of Economics from Conventional Perspective 59 

3.2.2 The Definition of Economics from Islamic Perspective 63 

3.3 Demand and Access to Finance 65 

3.4 SMEs Financing-Theory and Model 70 

3.4.1 Agency Theory 70 

3.4.2 Models of Micro Financing and Microcredit 73 

3.4.3 Solidarity Groups 75 

3.4.3.1 Grameen Bank Model of Bangladesh 75 

3.4.3.2 Latin America Solidarity Groups 78 

3.4.4 Community-Based Organization (CBO) 81 

3.4.4.1 Community Managed Loan Fund (CMLF) 81 

3.4.4.2 Village Banking 82 

3.4.4.3 Revolving Loan Fund (RLF) 83 

3.4.5 Savings and Loan Associations (SLA) 83 

3.4.5.1 The MC2 Model 84 

3.4.6 Models of Micro Financing/Micro Credit Institutions in Malaysia 86 

3.4.6.1 Credit Guarantee Corporation (CGC) 86 

3.4.6.2 Amanah Ikhtiar Malaysia (AIM) 104 

3.4.7 Islamic financing 110 

3.4.8 Islamic Model Of Financing 115 

3.4.8.1 Partnership contract 116 

3.4.8.2 Al-Musyarakah (Partnership & Joint venture) 118 

3.4.8.3 Al-Musharakah Mutanaqisah 119 

3.4.8.4 Murabahah 119 

3.4.8.5 Bay‟Mu‟ajjal or Bay‟Bithaman al Ajil 120 


	ABSTRACT
	TABLE OF CONTENTS
	CHAPTER ONE INTRODUCTION
	1.1 Introduction
	1.2 Problem Statement
	1.3 Objective of the Study
	1.4 Research Questions
	1.5 Background of the Study
	1.6 Scope and Limitation of the Study
	1.7 Significance of the Study
	1.8 The Organization of the Study
	1.9 Research Design

	CHAPTER TWO FINANCING THE SMALL AND MEDIUM ENTERPRISES(SMES) IN MALAYSIA: A HISTORICAL DEVELOPMENT ANDA WAY FORWARD
	2.1 Introduction
	2.2 Overview of Malaysian Economy
	2.3 What is SMEs?
	2.4 SMEs Financing
	2.5 Malaysian Financial Landscape : A Way Forward
	2.6 SMEs Profile

	CHAPTER THREE LITERATURE REVIEW
	3.1 Introduction
	3.2 Economics Definitions
	3.2.1 The Definition of Economics from Conventional Perspective
	3.2.2 The Definition of Economics from Islamic Perspective

	3.3 Demand and Access to Finance
	3.4 SMEs Financing-Theory and Model
	3.4.1 Agency Theory
	3.4.2 Models of Micro Financing and Microcredit
	3.4.3 Solidarity Groups
	3.4.3.1 Grameen Bank Model of Bangladesh
	3.4.3.2 Latin America Solidarity Groups

	3.4.4 Community-Based Organization (CBO)
	3.4.4.1 Community Managed Loan Fund (CMLF)
	3.4.4.2 Village Banking
	3.4.4.3 Revolving Loan Fund (RLF)

	3.4.5 Savings and Loan Associations (SLA)
	3.4.5.1 The MC2 Model

	3.4.6 Models of Micro Financing/Micro Credit Institutions in Malaysia
	3.4.6.1 Credit Guarantee Corporation (CGC)
	3.4.6.2 Amanah Ikhtiar Malaysia (AIM)

	3.4.7 Islamic Financing
	3.4.8 Islamic Model Of Financing
	3.4.8.1 Partnership contract
	3.4.8.2 Al-Musyarakah (Partnership & Joint venture)
	3.4.8.3 Al-Musharakah Mutanaqisah
	3.4.8.4 Murabahah
	3.4.8.5 Bay’Mu’ajjal or Bay’Bithaman al Ajil
	3.4.8.6 Ijarah (Leasing)
	3.4.8.7 Bay’ Salam
	3.4.8.8 Bay’ al-Istisna’
	3.4.8.9 Bay’ Inah
	3.4.8.10 Al-Rahn
	3.4.8.11 Qard al-Hasan
	3.4.8.12 Al-Kafalah (Guarantee)

	3.4.9 The Concept of Guarantee in the CGC Islamic Financing Scheme

	3.5 Efficiencies-Concept and Measurement
	3.5.1 The Concepts of Efficiencies from Islamic Economics
	3.5.2 The Concepts of Efficiencies from Conventional Economics
	3.5.3 Data Envelopment Analysis (DEA)
	3.5.4 Basic DEA Models
	3.5.4.1 Charnes-Cooper-Rhodes (CCR) Model
	3.5.4.2 Banker-Charnes-Cooper (BCC) Models

	3.5.5 Numbers of DMUs and the Selections of Inputs and Outputs
	3.5.6 DEA Studies in Micro Finance


	CHAPTER FOUR RESEARCH METHODOLOGY
	4.1 Introduction
	4.2 Data
	4.2.1 Population
	4.2.2 Research Design

	4.3 Efficiency Measurement Model
	4.3.1 Charnes-Cooper-Rhodes (CCR) DEA Model
	4.3.2 Extension of CCR DEA model
	4.3.3 Banker-Charnes-Cooper (BCC) DEA Model
	4.3.3.1 The Input-Oriented and Output-Oriented BCC Model


	4.4 Estimation of Cost and Profit Efficiency
	4.4.1 Cost Efficiency (CE)
	4.4.2 Profit Efficiency (PE)
	4.4.3 Revenue Efficiency (RE)

	4.5 Productivity Measurement Model
	4.6 Description of Variables
	4.6.1 Input-Output Variables


	CHAPTER FIVE ANALYSIS OF RESULTS
	5.1 Introduction
	5.2 Results on Descriptive Statistics
	5.3 Findings and Analysis of Efficiency of DEA
	5.3.1 Efficiency Scores of the Construction and Engineering Firms
	5.3.2 Efficiency Scores of the Logistic and Transportation Firms
	5.3.3 Efficiency Scores of the Firms under Services Sector

	5.4 Results on Efficiency Analysis
	5.4.1 Cost Efficiency Result
	5.4.1.1 Cost Efficiency Result for Logistic and Transportation Firms
	5.4.1.2 Cost Efficiency Result for Construction and Engineering Firms
	5.4.1.3 Cost Efficiency Result for Services Firms

	5.4.2 Profit Efficiency Result
	5.4.3 Revenue Efficiency Result


	CHAPTER SIX DISCUSSION AND POLICY IMPLICATIONS
	6.1 Discussion
	6.2 Conclusion of the Study
	6.3 Recommendation and Implication of the Study

	REFERENCES



