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Abstract

Financing has been one of the important key factors to achieve the success of
economic and industry in a nation. As investor or entrepreneur, the level or amount of
finance is the main support of the business pillar. However, for financial institute and
creditor they are seeking for return but not for the success of a business. The financial
institute will borrow the money to those who have the ability to pay back or to those

who’s financial support is strong or those who have a good payment history.

The problem statements are the palm oil plantation borrowers faced a double
standard financing problem, where the margin of finance is lower than other financing

package.

The research is to examine the payment behaviour of oil palm plantation
borrowers, and identify their payment behaviour. The result of this research will help to
profile the criterion of potential borrowers in order to help the financial institute to

evaluate the borrowers.

The research will be conducted using quantitative methods using the interview
and survey questionnaire. The area is limited in the Peninsular of Malaysia only. At the
end, the payment behaviours are summarized and the reasons of the behaviour will be

identified. Thus, the criterion of potential borrower are summarized.
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Abstrek

Sumber Kewangan menjadi salah satu kunci utama dalam mencapai kejayaan
dalam ekonomi dan industry sesebuah negara. Sebagai pelabur atau usahawan, taraf

kewangan adalah sokongan utama dalam aktiviti perniagaan.

Walau bagaimanapun, badan kewangan atau pemiutang mengutamakan
pembayaran balik pinjamana dan bukan kepada kejayaan perniagaan itu sendiri. Badan
kewangan akan memberikan peluang pinjaman kepada mereka yang berkemampuan
untuk membayar balik pinjaman, golongan yang mempunyai latar belakang kewangan

yang kukuh dan golongan yang mempunyai rekod membayar balik yang bersih.

Pernyataan masalah adalah tabiat peminjam kewangan bagi perladangan minyak
kelapa sawit menghadapi masalah dimana marjin yang lebih rendah daripada pakej
kewangan yang lain seperti pakej pinjaman rumah, atau perniagaan. Kajian ini adalah

untuk mengukur dan mengenal pasti tabiat pembayaran.

‘1‘ Universiti Teknikal Malaysia Melaka




CHAPTER

CHAPTER 1

CHAPTER 2

TABLE OF CONTENT

CONTENT

DECLARATION

ABSTRACT

INTRODUCTION

11

1.2

13

1.4

1.5

1.6

1.7

1.8

Introduction
Background of Study
Problem Statement
Research Question
Obijectives

Scope and Limitation
Importance of the Project

Summary

LITERATURE REVIEW

2.1

Introduction

@ Universiti Teknikal Malaysia Melaka

PAGE



CHAPTER 3

2.2

221

2.2.2

2.3

2.4

2.5

Overview of Payment Behaviour
and Small and Medium Oil Palm

Plantation Borrower
Payment Behaviour

Small and Medium Oil Palm

Plantation Borrowers

Good Payment Behaviour Allow Better
Offer Financing Package

Theoretical Framework

Summary

RESEARCH METHOD

3.1

3.2

3.3

3.4

3.5

3.5.1

3.5.2

3.5.3

354

3.5.5

Introduction

Research Background
Research Design

Quantitative Method Research
Construction Of Research ltem
Demographic

Commitment

Income

Convenience of Paying

Personal Characteristic

Vi

(© Universiti Teknikal Malaysia Melaka

10

11

14

15

15

16

18

19

19

19

20

21

22



CHAPTER 4

3.6

3.7

3.8

3.9

3.10

Primary and Secondary Research

Data Sources

Location of Research

Method of Primary Date Collection

Validity, Generalisability and Reliability

Summary

DATA ANALYSIS AND FINDINGS

4.1

4.2

4.3

4.4

441

4411

4412

4413

4414

4415

4.4.2

4421

4422

Introduction
Validity Test
Demographic Profile

Payment Behaviour Descriptive
Analysis

Always Pay Before Due Date
Income

Commitment

Convenience Of Paying
Personal Characteristic
Conclusion

Always Pay On Due Date
Income

Commitment

vii

(© Universiti Teknikal Malaysia Melaka

22

23

23

26

27

28

30

39

40

40

42

44

45

48

49

49

o1



4423

4424

4.4.2.5

4.4.3

443.1

4432

4433

4434

4.4.3.5

4.5

451

45.2

453

45.4

Convenience Of Paying

Personal Characteristics
Conclusion

Always Pay At No Specific Date
Income

Commitment

Convenience Of Paying

Personal Characteristics
Conclusion

Correlation Analysis

Correlation Between Income

Variable And Payment Behaviour
Correlation Between Commitment
Variable And Payment Behaviour
Correlation Between Convenience Of
Paying And Payment Behaviour

Correlation Between Personal

Characteristics And Payment

Behaviour

viii

(© Universiti Teknikal Malaysia Melaka

53

54

56

57

57

59

61

62

64

65

65

67

68

69



CHAPTER 5

DISCUSSION, RECOMMENDATION

AND CONCLUSION

51 Introduction

5.2 Discussion of The Result

521 Influence Of Income

522 Influence Of Commitment

523 Influence Of Convenience Of
Paying

524 Influence Of Personal
Characteristics

5.25 Criterion Of Potential Borrower

5.3 Limitation

54 Recommendation For Future
Research

55 Summary

BIBLIOGRAFI

ATTACHMENT

@ Universiti Teknikal Malaysia Melaka

71

71

71

72

73

73

74

75

75

75

76

78



NO.

Table 4.1;

Table 4.2:

Table 4.3:

Table 4.4:

Table 4.5:

Table 4.6;

Table 4.7:

Table 4.8:

Table 4.9:

Table 4.10:

List of Table

TABLE

Cronbach’s Alpha of the Impact of Variables.

Scale if Items Deleted in the Impact of Variables.

Average Income and Average Fixed Income
Per Month.

Average Income and Average Fixed Income
Per Month.

Type of Employment.

Type of Working Industry.
Commitment of Loan Per Month.
Education Level.

Number of Method to Pay the Loan.

Payment Behaviour.

@ Universiti Teknikal Malaysia Melaka

PAGE

28

29

30

31

32

32

33

35

37

37



Table 4.11:

Table 4.12:

Table 4.13:

Table 4.14:

Table 4.15:

Table 4.16:

Table 4.17:

Table 4.18:

Table 4.19:

Table 4.20:

Table 4.21:

Satisfaction to Bank's Service.
The Priority Ranking In Paying The Loan.

The Percentage and Frequency of Average Income Per

Month- Always Pay Before Due Date.

The Percentage and Frequency of Average
Commitment Per Month- Always Pay Before
Due Date.

Commitment of Loan Per Month- Always Pay

Before Due Date.

The Percentage and Frequency of Type of Loan
Facility- Always Pay Before Due Date.

The Distance to The Bank(KM) - Always Pay
Before Due Date.

The Percentage and Frequency Table of Loan Payment

Method -Always Pay Before Due Date.

Satisfaction to Current Loan Facility Provider Banks’

Service- Always Pay Before Due Date.

Existing Loan Facilities Provider is the Preferable
Bank- Always Pay Before Due Date.

The Reason to Apply Loan Facilities From
Bank- Always Pay Before Due Date.

Xi

‘1‘ Universiti Teknikal Malaysia Melaka

38

39

40

42

43

43

44

45

45

46

46



Table 4.22:

Table 4.23:

Table 4.24:

Table 4.25:

Table 4.26:

Table 4.27:

Table 4.28:

Table 4.29:

Table 4.30:

Table 4.31:

Table 4.32:

The Type of Margin Loan Facility
Applied- Always Pay Before Due Date.

The Percentage and Frequency of Average Income
Per Month- Pay On Due Date.

The Percentage and Frequency of Average
Commitment Per Month- Pay On Due Date.

Commitment of Loan Per Month- Pay On Due Date.

The Percentage and Frequency Table of Type of
Loan Facility- Pay On Due Date.

The Distance to The Bank (KM) - Pay On Due Date.

The Percentage and Frequency Table of Loan

Payment Method- Pay On Due Date.

Satisfaction to Current Loan Facility Provider Banks’

Service- Pay On Due Date.

Existing Loan Facilities Provider is the
Preferable- Pay On Due Date.

The Reason to Apply Loan Facilities From
Bank- Pay On Due Date.

The Type of Margin Loan Facility
Applied- Pay On Due Date.

xii

‘1‘ Universiti Teknikal Malaysia Melaka

47

49

51

51

52

53

53

54

55

55

56



Table 4.33:

Table 4.34:

Table 4.35:

Table 4.36:

Table 4.37:

Table 4.38:

Table 4.39:

Table 4.40:

Table 4.41:

Table 4.42:

The Percentage and Frequency of Average Income
Per Month- Pay At No Specific Date.

The Percentage and Frequency of Average

Commitment Per Month- Pay At No Specific Date.

Commitment of Loan Per Month- Pay At
No Specific Date.

The Percentage and Frequency Table of Type of
Loan Facility- Pay At No Specific Date.

The Distance to The Bank (KM) - Pay At No
Specific Date.

The Percentage and Frequency Table of Loan
Payment Method- Pay At No Specific Date.

Satisfaction to Current Loan Facility Provider Banks’

Service- Pay At No Specific Date.

Existing Loan Facilities Provider is the Preferable
Bank- Pay At No Specific Date.

The Reason to Apply Loan Facilities From
Bank- Pay At No Specific Date.

The Type of Margin Loan Facility
Applied- Pay At No Specific Date.

Xiii

‘1‘ Universiti Teknikal Malaysia Melaka

57

59

60

60

61

61

62

63

63



Table 4.43:

Table 4.44:

Table 4.45:

Table 4.46:

Table 5.1:

Correlations Between Income and Payment Habit.

Correlations Between Commitment
and Payment Habit

Correlations Between Convenience Paying

and Payment Habit.

Correlations Between Personal Characteristic

and Payment Habit.

Criterion of Potential Borrower.

Xiv

Universiti Teknikal Malaysia Melaka

67

68

69

74



NO.

Figure 2.1:
Figure 3.1:

Figure 4.1:

Figure 4.2:

Figure 4.3:

Figure 4.4:

Figure 4.5:

List of Figure

FIGURE

Theoretical Framework
The Research Design Process.

Type of Loan

Payment Method.
The Employment Type- Always Pay

Before Due Date

The Employment Type- Always Pay
On Due Date

The Employment Type- Pay At
No Specific Date

XV

@ Universiti Teknikal Malaysia Melaka

PAGE

12

17

34

36

41

50

58



CHAPTER 1

INTRODUCTION

1.1 Introduction

This chapter provides an introduction of the research entitled “Payment
Behavior of Small and Medium Oil Palm Plantation Borrowers. In this chapter, the
objective of research, the research questions, scope and limitation and importance of
the research will be explained. This chapter is organized in six sections which begins
with the background of the payment behaviour of the small and medium oil palm
plantation borrowers in Section 1.1. This is followed with the description of the
problem statement of the study in Section 1.2. The research question and objectives
of this research are presented in Sections 1.3 and 1.4. Further, Sections 1.5 and 1.6
focuses on the scope and limitation of the study. Finally, a summary of this chapter is

presented in Section 1.7 .

1.2 Background of the study

Today, the oil palm development has been a remarkable industry, consisting
of a multi-billion ringgit crop industry in Malaysia and it has played significant roles
in contributing to the Malaysian economy. According to LMC — Oil seeds Outlook
(2009), the palm oil industry has become a key economic growth driver in Malaysia,
which is the second largest contributor to 2009 external trade (~6.9% at RM46 bn).
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Due to its sustainability, Malaysia oil palm plantation has increased
significantly starting from 1960 to 2005 (MPOB, Malaysian Rubber Board, MRB)
particularly the growth of small and medium planters. According to the Jabatan
Perikanan Malaysia, the small and medium oil palm plantation is defined as a planter
that has plantation land equivalent to 4 hectare or lower. The small planters seek for
fund to expand their oil palm plantation. According to The Times 100, banks provide

a number of important financial services to businesses.

The Oxford Dictionary defines behavior as the way in which one acts or
conducts oneself, especially towards others. Many customers become score able
when payment is fully reported in credit score system by Michael Turner, Ph.D.,
2009. Credit score is determined by information gathered from credit reports from
the credit bureaus. According to Mc Donald (2009), the credit bureaus collect
information of the debtor’s payment patterns from all lenders. The information
includes the amount of money borrowed, the pattern of loan payments and the
balance of the loan. Hence, the payment behaviour is an important criterion for the

oil palm plantation planters to get any mortgage from the financial institutions.

1.3 Problem Statement

The return on oil palm plantation was significantly high. There are many
large funded multinational company that have expanded their oil plantation to other
countries, such as Indonesia, Papua New Guinea and others. The sustainability of the
oil palm plantation and the investment for oil palm plantation have also been
documented in many researches. The contribution of this industry to the economic
growth of the nation has been highlighted by the Plantation Industries and
Commodities Minister Tan Sri Bernard Dompok , who said that, “the encouraging
palm oil industry growth has contributed vastly to the country’s economic growth
and in 2011, oil palm plantation in Malaysia made up to 73.2 per cent of the total
agricultural land in the country”. There is an increase number of the local small and

medium investors who are attracted to the returns of the oil palm plantation.

2
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One of the ways for financial institutions to gain profit is by offering loan
facilities to businesses. According to Bank Negara Monthly Loan Statistics Report,
the approved loan by the commercial bank in Malaysia has increased significantly
from an average of RM 15,500 million per month in year of 2006 to an average of
RM 21,000 million per month in the year of 2012.However, according to Outsource
Bank mortgage officer, the margin of finance for agricultural land is lower than the
margin of finance for a house loan. The agricultural land also has shorter loan tenure
year as compared to the house loan tenure year which is a maximum of 40years.
Considering the increase number of local small and medium investors in the oil palm
plantations, there is untapped opportunity for financial institutions, that is offering

loan facilities to this group of investors.

The research topic of this study is “The Payment behaviour of Small and
Medium Oil Palm plantation borrowers”. The findings of this study will benefit the

financial institutes and the oil palm plantation creditors.

14 Research Question

In order to solve the problem statement that stated as above, two research
questions have been designed. The research questions lead the researcher in findings

the answer and as serve as the guide line to achieve the research purpose.
The research questions are:

141 What is the reason for the payment behavior of the small and

medium oil palm plantation borrowers?
14.2 What is the criterion of potential borrower with good

payment behavior.
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1.5  Objectives

The objective of the study is to investigate the payment behavior of small and
medium oil palm plantation planters. Specifically, the study identifies the reasons for

that result the payment behavior by small and medium oil palm plantation borrowers.
The objective of study are stated as below,

1.5.1 To identify the reason causing the payment behavior.

1.5.2 To profile the criterion of potential borrower with good

payment behavior.

1.6 Scope and Limitation

The scope of this research is to investigate the payment behavior of small and
medium oil palm plantation borrowers in Peninsular of Malaysia and the reasons
causing the payment behavior. The research focuses on the history of payment, the

payment score using collected survey data.

Respondents of this study are divided into two groups. The first group is from
the small sized oil palm plantation planters who take use loan facilities from a
financial institute to do a small scale business in oil palm plantation. This group of
respondents provides their payment behavior, the type of fund provided by the
financial institute, the margin of finance and the reasons why they chose to pay or

not to pay.

The second group consists of the planters of a medium sized oil palm
plantation. They are involved in a medium scale of oil palm plantation business,
referred as the investor. This group also provides the payment behavior, the type of
fund get by their financial institute, the margin of finance and the details or reason

why they chose to pay or not to pay to the creditor.
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There are several limitations have been identified in this research. First, the
case study is to investigate the payment behavior of small and medium oil palm
plantation planters at the Peninsular Malaysia only. Thus other locations within or
out of Peninsular Malaysia are beyond the discussion of this research. Second, the
researcher assume that the respondents answers the questionnaire with logical and

honest opinion.

1.7 Importance of the Project

The project is a practical study of the factors of payment behavior on oil palm
plantation planters toward the loan or mortgage provided by the financial institute. It
is important to identify the criterion required by the financial institute at Peninsular
Malaysia. Besides, the project also provides a detailed understanding of the profile of

a good payment behavior of oil palm plantation planters.

Secondly, it is important information for the financing field since the
payment attitude is the main consideration for a financial institute when deciding to
approve for a loan facility. The project contributes to increase the activity of finance
and increase the margin of finance to the borrower, while decreasing the bad debt in

finance industry.

With the new exploration on behavior of the borrowers, the requirement on
the loan will become easier and less complicated. The study will raise the awareness
of the creditors against the oil palm plantation planters’ behavior in paying back their
loan, while the activity of oil palm plantation is one of the most popular and
sustainable fields in Malaysia.
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