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In Malaysia, the provision of microcredit is nothing new. Malaysia’s microcredit institutions
have different types of lending systems, specifically the group-based lending system and the
individual lending system. Malaysia’s microfinance institutions also have a standardised lending
contract apart from offering limited microfinance products. In this regard, Malaysia’s microfinance
institutions only offer microcredit loan with no microsavings or microinsurances. The limitation of
the financial services is due to the restriction by the Malaysia Banking and Financial Act 1989 that
states “No person shall carry on banking services, including receiving deposits on current account,
deposit account, saving account or no other similar account, without a licence as a bank or
financial institutions”.

Earlier microcredit programmes were mainly carried out by Non-Govermental Organisation
(NGOs), credit unions, co-operatives and specialised credit institutions (Jasman, Junaidi, &
Rosalan, 2011). Majlis Amanah Rakyat (MARA), a trustee body for the bumiputera, and Amanah
Ikhtiar Malaysia (AIM), are some of the pioneers in Malaysia’s microfinance institutions. Malaysian
commercial banks are also involved in offering microcredit facilities. In May 2003, a microcredit
scheme was launched by Bank Negara Malaysia (The Central Bank) as part of the government’s
effort to boost small and medium enterprise activities and agricultural production activities. This
programme has provided business development and expansion opportunities for almost half
million small medium enterprises in the country. Moreover, in 2006, the National SME
Development Council (NSDC) approved a comprehensive microfinance institutional framework
proposed by Bank Negara Malaysia (The Central Bank) to develop a sustainable microcredit
industry. The participating institutions included banking institutions, the Development Finance
Institutions (DFIs) and credit cooperatives.

Meanwhile, Bank Negara Malaysia (2016), there are 11 local banks offering microcredit
products. These banks include Agrobank Bhd, Bank Kerjasama Rakyat Bhd, Bank Simpanan
Nasional, Alliance Bank Bhd, AMBank Bhd, CIMB Bank Bhd, EONCAP Islamic Bank Bhd, Public
Bank Bhd, United Overseas Bank Bhd, Bank Muamalat and Malayan Banking Berhad.
Furthermore, there are nine (9) non-bank microcredit institutions offering microcredit products,
namely, Amanah lkhtiar Malaysia (AIM), Yayasan Usaha Maju, Koperasi Kredit Rakyat, Kooperasi
Kredit Pekerja, Partners in Enterprise Malaysia, Tabung Ekonomi Kumpulan Usaha Niaga
(TEKUN), Majlis Amanah Rakyat (MARA), Malaysia Building Society Berhad and Sabah Credit
Corporation. The microcredit industry framework in Malaysia is illustrated below (see Table 1).

Majlis Amanah Rakyat (MARA) and Amanah lkhtiar Malaysia (AIM) are some of the
pioneers which introduced microcredit programmes to the poor. Meanwhile, Agrobank Berhad is
a credit institution that provides microcredit to the agricultural sector. There are also other
commercial banks and Islamic banks that provide microcredit financing. These financing offered
by commercial and Islamic banks are complementary to Government-backed microcredit
programmes. Aside from the banking institutions, there are also NGOs engagements in providing



the microcredit to the poor. Among them are Yayasan Usaha Maju (YUM), Koperasi Kredit Rakyat
(KKR), Credit Guarantee Corporation Berhad (CGC), Sabah Credit Corporation and others.

Table 1

A Microcredit Industry Framework in Malaysia
Non-Bank-Microcredit Institutions Bank-Microcredit Institutions
Amanah Ikhtiar Malaysia(AlM) Agrobank Berhad
Yayasan Usaha Maju (YUM) Bank Kerjasama Rakyat Berhad
Koperasi Kredit Rakyat (KKR) Bank Simpanan Nasional
Koperasi Kredit Pekerja Alliance Bank Berhad
Patners in Enterprise Malaysia AMBank Berhad
Tabung Ekonomi Kumpulan Usaha CIMB Bank Berhad
Niaga(TEKUN) EONCAP Islamic Bank Berhad
Majlis Amanah Rakyat (MARA) Public Bank Berhad
Malaysia Building Society Berhad United Oversea Bank Berhad
Sabah Credit Corporation Malayan Banking Berhad

Bank Muamalat

Source: Bank Negara Malaysia (2016)
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