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ABSTRACT

The purpose of this study is to assess the understanding on Bai’ Bithaman Ajil (BBA)
financing contract among Agrobank employees attached at branches and business centre
(regional office) in the northern states of Peninsular Malaysia before its transformation
process to become a full-fledged Islamic bank (FFIB) in year 2015. A discussion of
factors affecting employees’ understanding on BBA financing contract is also included.
The research presents primary data collected by self-administered questionnaires
involving a sample of 40 respondents who represents executives from lower-management
group with direct involvement in commercial financing-related functions. The
respondents were identified from 19 different branches and one business centre within the
states of Pulau Pinang, Kedah and Perlis, in which two respondents were selected to
represent each branch/business centre. Respondents’ demographic profiles were analysed
using descriptive analysis. To further examine factors affecting employees’
understanding on BBA financing contract, a multiple regression analysis had been
employed. This study reveals that employees possess necessary knowledge on general
principles of BBA in term of its applicability as main financing agreement within the
spectrum of business banking segments in Agrobank. The results also indicate that
knowledge and commitment are the two significant factors which could affect
employees’ understanding on BBA financing contract. On the other hand, employees’
keen-interest and their ability to practice Shariah-compliant aspects show insignificant
relationship with understanding on BBA financing contract. The empirical evidence of
this study highlights the importance of Agrobank to groom a knowledgeable workforce
with true commitment in Islamic banking aspects in order to ensure its transformation
process would chart another remarkable milestone in spurring the growth of Islamic
banking industry in Malaysia. The gist of these study reports findings from the first
region-wide survey carried out in Agrobank on the niche aspects of Islamic banking
operations with BBA financing contract as its key essence.

Keywords: employees, understanding, bai’ bithaman ajil, full-fledged Islamic bank,
Islamic banking.



ABSTRAK

Tujuan penyelidikan ini adalah untuk menilai pemahaman ke atas kontrak pembiayaan
Bai’ Bithaman Ajil di kalangan kakitangan Agrobank yang bertugas di cawangan-
cawangan dan pusat perniagaan (pejabat wilayah) di negeri-negeri wilayah utara
Semenanjung Malaysia, sebelum proses transformasi untuk beralih kepada bank Islam
berstatus penuh (FFIB) menjelang tahun 2015. Perbincangan untuk faktor-faktor yang
memberi kesan kepada tahap pemahaman kakitangan terhadap kontrak pembiayaan BBA
juga turut dimuatkan. Kajian ini membentangkan data-data primer yang diperolehi
melalui borang soalselidik yang dilengkapkan sendiri oleh 40 orang responden yang
mewakili eksekutif daripada kumpulan pengurusan bawahan yang terlibat secara
langsung di dalam fungsian tugas berkaitan pembiayaan komersial. Responden-
responden telah dikenalpasti daripada 19 buah cawangan dan sebuah pusat perniagaan di
seluruh negeri Pulau Pinang, Kedah dan Perlis, di mana dua orang responden telah dipilih
untuk mewakili setiap cawangan/pusat perniagaan. Profil demografik responden dianalisa
menggunakan kaedah analisis deskriptif. Analisis multiple regression telah digunapakai
bagi mengkaji lebih lanjut faktor-faktor yang memberi kesan kepada pemahaman
kakitangan terhadap kontrak pembiayaan BBA. Hasil kajian ini menunjukkan kakitangan
mempunyai pengetahuan yang diperlukan terhadap prinsip-prinsip asas BBA dalam
konteks penggunaannya sebagai kontrak pembiayaan utama meliputi spektrum perbankan
perniagaan di Agrobank. Hasil kajian ini turut menunjukkan bahawa pengetahuan dan
komitmen merupakan dua faktor yang signifikan dan boleh memberi kesan kepada
pemahaman kakitangan terhadap kontrak pembiayaan BBA. Sebaliknya, minat kendiri
kakitangan dan kemampuan mereka untuk mengamalkan aspek-aspek kepatuhan Syariah
menunjukkan perkaitan yang tidak signifikan dengan tahap pemahaman mereka. Bukti
empirikal daripada kajian ini memberi penegasan kepada kepentingan Agrobank untuk
mempersiapkan tenaga kerja yang berpengetahuan dengan disertai oleh komitmen yang
tidak berbelah bahagi terhadap aspek-aspek perbankan Islam bagi memastikan proses
transformasi ke arah menjadi sebuah bank Islam berstatus penuh dapat melakar satu lagi
pencapaian yang bermakna dalam usaha untuk merangsang pertumbuhan industri
perbankan Islam di Malaysia. Teras kajian ini melaporkan penemuan untuk penyelidikan
yang pertama kali dilakukan di Agrobank pada peringkat wilayah melibatkan aspek
khusus operasi perbankan Islam dengan kontrak pembiayaan BBA sebagai intipati utama
kajian.

Kata kunci: kakitangan, pemahaman, bai’ bithaman ajil, bank Islam berstatus penuh,
perbankan Islam.
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1.3

CHAPTER 1

INTRODUCTION AND BACKGROUND OF THE STUDY

Background of the Study

Islamic banking (IB)' sector in Malaysia has experienced positive growth and
tremendous progress over the past three decades since the establishment of Bank
Islam Malaysia Berhad (BIMB) as a pioneer full-fledged Islamic bank (FFIB) in
1983. The emergence of IB has changed Malaysian banking landscape from sole-
dominance of long established and deep-rooted conventional banking system to a
dual-banking system where Islamic banks operates in parallel with their
conventional counterparts. Ismail (2010) emphasized that Islamic banking had
played vital role by mobilizing funds from rab-al-mal (surplus units) to mudharib
(deficit units), as well as prohibit riba-based activities in its operations.

The launching of Malaysian International Islamic Financial Centre
(MIFC) initiative in 2006 was an utmost commitment by Malaysia’s financial
market regulators to develop and strengthen Malaysia’s position as Islamic
financial hub (BNM, 2013). As of February 2014, Islamic banking assets
accounted for RM423.3 billion or 20.5 percent of the total banking assets (BNM,
2014), a fivefold increase from RM94.6 billion as of end 2004 (Abdullah &
Abdul Rahman, 2007). The initial aim by Government is to capture one-fifth

market share by 2010 but the target was only fulfilled in the first quarter of 2013.

' The word Islamic banks and full-fledged Islamic banks will be interchangeably used with their
respective abbreviations of IB and FFIB throughout this text.
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UTUSAN MALAYSIA 25 MAY 2013

Agrobank laksana
perbankanIslam 2015

ELARAS dengan matlamat untuk
memberi perkhidmatan terbaik ke-
la semua pelanggannya, Agrobank
akan melaksanakan sistem perbankan
Islam sepenuhnya menjelang tahun 2015,

Presiden dan Ketua Eksekutif Agrobank,
Datuk Wan Mohd. Fadzmi Wan Othman
berkata, pelaksanaan sistem itu dibuat
menerusi program Transformasi Agrobank
yang lebih dinamik membabitkan semua
produk pembiayaan dengan deposit sedia
ada ditukarkan kepada prinsip urus niaga
berasaskan Syariah.

“Produk-produk baharu yang bakal dilan-
carkan tahun ini pula akan terus dibangunkan
atas prinsip Syariah demi menyumbang ke-
pada pertumbuhan perbankan Islam domes-
tik dan pada masa sama menggalakkan ama-
lan perbankan yang beretika,” katanya

Beliau berkata demikian selepas Majlis
Penyampaian Sumbangan Zakat Agrobank
berjumlah RM30,000 bagi meringankan
bebanan golongan asnaf di Kelantan yang
diadakan di Agrobank Bachok.

Dalam pada itu, katanya, Agrobank merancang
untuk membuka beberapa cawangan baharu di
seluruh negara sepanjang tahun ini.

Antara lokasi yang dikenalpasti termasuk
Merlimau, Betong, Tampin, Padang Besar, Se-
menyih, Putrajaya, Tenom dan Kota Sa-
marahan.

Agrobank sebelum ini telah membuka ca-

WAN Mohd. Fadzmi Wan Othman
layak selepas majlis perasmian
Selangor.

wangan baharunya di Sungai Buloh, Selangor

yang mula beroperasi sejak awal tahun ini
Para pelanggan Agrobank cawangan

Sungai Buloh boleh melakukan transaksi

perbankan di kaunter-kaunter pada waktu

operasi dan melalui mesin ATM dan mesin

deposit tunai yang beroperasi dari pukul 6
agi hingga 12 tengah malam.

88

kan zakat kepada

golongan asnaf
cawangan Agrobank di Sungai Buhhy.“

Sebagai bank peneraju dalam perbankan
pertanian, Agrobank menyediakan pelbagai
perkhidmatan perbankan konvensional dan
islamik kepada para pelanggan melalui 186
cawangannya di seluruh negara seperti
kemudahan perbankan, perkhidmatan
deposit, kemudahan pinjaman, perfindungan
insurans dan khidmat nasihat kewangan.
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BACHOK - Agrobank akan memper-
kenalkan produk baharu tahun
ini berdasarkan i a prins’ilp- n:k
sip syariah seiring dengan usaha ba
me sistem perbankan [s-
lam sepenuhnya menjelang tahun
2015,

dan  Ketua A AGRO
e AP BANK

Sentiasa di sisi Anda

berkata,
pelaksanaan sistem itu dibuat menerusi
program transformasi yang lebih di-
namik membabitkan semua produk
pembiayaan dan deposit sedia ada. ~ *

“Bagi merealisasikan misi berkena-
an, kami akan melancarkan produk
perbankan berasaskan Islam dan pada
masa yang sama menggalakkan ama-
lan perbankan yang beretika," kata-
nya. i

Beliau berkata demikian kepada
pemberita ketika ditemui selepas Maj-
lis Penyampaian Sumbangan Zakat

:awangan bank berkenaan
di sini semalam. L.

Penyampaian s itu disem-
purnakan oleh Timbalan Menteri Ke-
wangan, Datuk Dr. Awang Adek Hus-
sin.

Wan Mohd. Fadzmi berkata, sejak
penubuhannya lebih 39 tahun lalu, Ag-
robank telah melaksanakan pelbagai
program transformasi ekonomi seba-
gai ejen pem n sektor perta-
nian untuk meningkatkan taraf sosio
ekonomi isi rumah keluarga petani,

-

penternak dan nelayan seluruh ne-
gara.

Menurutnya, sehingga kini fgro
dankgmempunyai 186 buah rangkaian
di seluruh negara termasuk lapan ca-
wangan baharu dan kebanyakan ca-
wangan terletak di kawasan luar ban-
dar memberi perkhidmatan ter-
baik kepada n sasaran.

Selain itu, Wan Mohd. Fadzmi me-
nerangkan, dalam usaha pihaknya
menggalakkan orang ramai mej
dan menambah nilai deposit ma-
sing-masing, Agrobank telah melan-
carkan satu kempen Simpan dan Rai-
kan bermula Jumaat lalu.

89

rbankan Islam

FEN

AWANG ADEK (kiri At bagi ek
mmgdi)mmmmsu.mbmn bagi pihak Agrobank kepada

Menurutnya, kempen tersebut
memberi peluang kepada pelanggan
yang memiliki baki purata simpanan
bulanan sebanyak RM300 untuk me-
menangi pelbagai hadiah menarik me-
lalui cabutan bertuah yang diadakan.

“Menerusi kempen tersebut, 10 ha-
diah bulanan berupa lima unit Galaxy
?eo;::dn dan Ipad nu;u akan ditawarkan

para pelanggan - sepanjang
tempoh kempen tersebut berlangsung
selama empat bulan.

“Kempen yang akan berakhir pada
30 Jun ini juga menawarkan dua ha-
diah utama berupa komputer riba un-
tuk mereka yang bertuah,” jelasnya.
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sa pertama melibatkan pertukaran Akaun Simpanan Konvensional
2011 tanpa melibatkan sebarang perubohan nombor akoun sedia ada,

The first phase will involve automatic conversion of Conventional Savings Account 1o Islamic Savings Account on 26 November 2071,

PERDANKAN

ISLAM with no effect on existing account number.

| kepada Akaun Simpanan Islamik secara automatik pada 26 November

PERATURAN DAN PENTADEIRAN PENGURUSAN AKAUN
AGROSIMPANAN-i

1. Pemegang akaun adalah ji tuhi Akaun
dari sernasa ke semasa prinsip

PERATURAN DAN PENTADEIRAN PENGURUSAN AKAUN
AGROPERDANA-

1. Pemegang akaun adalsh tertakhk kepada dan  bersetuju  mematuhi

AE—MUDHARAEAﬁ{pemngslan untung), Sem tuk buka akaun

Akaun Ag\'spemlana-i yang berkuatkuasa dar masa ke semasa

AgroSimpanan-i hendaklah dibuat dengan menggunakﬂn borang yang disediakan oleh
Bank.

2. Pelaburan menghaslkan keuniungan atau knrugla'l Ksunlmgan dari pelaburan
diagihkan berdasarkan nisbah antara pihak dan TIDAK
berdasarkan jumlah, Nisbah parmngslan kaLnlungan ditentukan pada ketika akad,
Kerugian, jika ada, ditanggung cleh pemilik modal
3, Agro Simpanan- adalah terdiri dar 2 jenis akaun aitu Agro Muda-f
tahun) dan AgroTank/ (berumur 18 tahun dan ke atas). Akaun
ke akaun AgroTani=i secara automatik oleh sistem apabia
tahun lanpa melibatkan perubahan nombor akaun,
4,P dan satu-satu akaun AgroSimpanan- adalah di atas
budi bicara Bank,
5. Jumlah deposit wi adalah tertakduk
kepada jenis akaun yang ulbuf.a dan tiada had pumlah untuk dapus-t saterusnya, Deposit
boleh dilakukan sama ada dengan buku atau ianpa buku Agmslm: nans=. Jumlah
tambahan deposit pada satu-satu masa fidak kurang

dibenarkan melalul Buku Akaun atau melalui mesin ATM. Borang
aran hendakdah diisi oleh pemegang akaun apahlh memhuat pengeluaran rnelalul
huku akaun dengan jurmlah minimum tidak kurang danpada RM1.00.

rumur di bawah 18
akan dipindahkan
nggan mencapai umur 18

ﬁPaﬂslua’mwm

prinsip AL=MUD# untuk
AgroPerdana- hendaklah dibuat dengarl mar\ggunakan borang yang disediakan ulah
Bank.

2.F 1 an dan atu Akaun AgroPerdana-/ adalah atas
budi bicara Bank.

3. Jumlah deposit minima semasa p i adalah RM20.00
dan tiada had jumlah untuk ﬂsnusll seterusnya. DBDGBII boleh dilakukan sama ada
dengan buku atau tanpa buku AgroPerdana=.

4, Pengeluaran wang dibenarkan melalul Buku Akaun atau melalul mesin ATM. Borang

pengeluaran hendzklah disikan oleh Pemegang Akaun apabla membuat pengeluaran
melalui Buku Akaun dengan jumlah minima tidak kurang daripada RM1.00.

5. F Akaun di cawangan Bank
dan bayaran akan 1 melakui dengan Buku Akaun.
B, Pamagang kad ATM boleh mengeluarkan wang melalui mesin ATM di mana-mana
G Ty Pemegang Akaun adalah
untua i buku Daua satiap bulan.

7. Baki minima pada bile-bila masa adalah tertakluk kepada kategori akaun dan jumlah
tunal pada satu-satu masa mestilah tidak kurang dari RM1.00 kecuali

T. akaun di 1 Bank.

8. Pemegang kad ATM boleh men, Lnrkan wang malakil mesin ATM dl mana-mana

cawangan atau mesin ATM lai mempunyai kemudahan tersebut.

Pemegang akaun adalah bertan, ggung;emab unnuk mangemaslcln buku pada setiap bulan.
bila-bila masa mesnlah tidak kurang dari RM5.00 bagi akaun

10.00 i laindain akaun . Jumlah tunai
maestilah tidak kurang El’énpada mu.nn kecuall untuk tujuan

8. Baki minimum
AgroMuda-i dan
pada satu-satu
penutupan akaun.
10. Pihak Bank Hdak akm beﬂanggungawab ke atas sebarang jumlah di dalam Buku Akaun

Pegawal Bank yang diberikuasa atau
tanpa pengasahan oe!akan lwmpwsr Banl:
11. Akaun akan ditutup secara automatik apabila ianya berbaki sifar selama 3 bulan
berunt-tunt,
12. Bank berhak
lempuh ku‘ang daripada 3 et ot pembulean akaun,

akaun yang ditutup dalam

akaun yang ditutup atas

k. berhak
permlntaan pemegang akaun,
14, Bank berhak mengenakan bayaran i
Wang Tak Dituntut atas perrnnlaan palanggan
15. Bukuﬂkﬂun i P le
ticdak ke atas set k
hul(u

untukc

1 dengan cermat dan selamat dan Bank
yang dialami atas kehilangan

18. Pe akaun dikehendaki beritahu Bank dengan segera sekiranya Buku
Akaun hlang atau musnm Buku Akaun yang nam akan dikeluarkan somhh Pemegang
Akaun mer i Surat | iti (Letfer
of Indemnity) dan membayar Eikal setem ke atasnya

17. Buku Akaun Agvsirnpanm-«yang hilang atau rosak akan digantikan dan Bank berhak
rmengenakan bayaran perkhidmal

18. Semua jenis simpanan- kewdl .N;vTanH {Foreign) mendapat perdindungan di bawah
Skim Perbndungan Tal 1Pfal\.l tertakluk kepada terma dan syarat Skim gel‘hdmgan kaful,
19. Pemeg; akaun dikehendaki memberitahu secara bertulis segala perubahan alamat
tempat i r?dan lairdain maklumat yang berkenaan untuk mengema:ldnl rekod, Segala

untuk tujuan penutupan akaun.

8. Perldebn.m ﬂnaun akan dllakukan Ia'lpa Buku Akaun AgroPerdana~ dan apa jua
okh P Akaun setelah buku dikemaskini,
Akaun akan dldsbn cleh Bank dalam keadaan-keadaan berikut =

1 ke atas F g Akaun pada setiap akhir

Bayaran p yang
bd.an Jun dan Disember.

+ Pelunasan arahan Giro Perdana oleh i
Alaun.

» Apabila berlakunya Arahan Giro F‘emdana Lambung Bank berhak mendebit sehingga
akaun AgroPerdana~ berbaki sifal

9. Akaun akan ditutup secara automatik apabla lanya berbaki sifar selama & bulan
berturut-turut,

yang di rkan cleh P

10. Pihak Bank fidak akan bertanggungjawab ke atas sebarang jumlah di dalam Buku
Akaun AgroPerdana- yang dicatatkan lanpa Pegawai Bank yang berkuasa atau tanpa
pengesahan komputer juruwang Bank.

11, Bank berhak mangenakan bayaran parkhidmatan terhadap akaun yang ditutup dalam
tempoh 3 bulan dari tarikh pembukaannya.

1z, BLI:uAksunAngardma—i nendadd'l disimpan dengan cermat dan selamat. Bank
tidak akan yang dialami.

13. Pemegang Akaun dikehendaki memberitahu Bank dengan segera sekiranya Buku
Akaun hilang atau musnah. Buku Akaun yang baru akan dikeluarkan setelah Pemegang
Akaun mengemukakan bukti yang dan i Surat Lepas
1 {Letter of dan cukai setem ke atasnya.

14. Buku Akaun AgroPerdana= yang hilang atau rosak akan diganiikan dan Bank berhak
kan bayaran perkhici

15. F Akaun secara her!Ll\s segala perubahan

alamat tempat tinggal dan laindain yang

rekod, Segals pemberitahuan yang dipos atau difinggalkan di alalrlat terakhir yang

didaftarkan dengan Bank akan dianggap telah sampai ke tangan Pemegang Akaun

pemberitahuan yang dipos atau ditinggalkan di alamat terakhir dalam per
akan dianggap telah sampai ke tangan pemegang ak;aun dangan selamat.

20. Bank berhak
atau syarat pada bila-bia masa dengan Iveber\ara'l pernegmg akaun.

21. Pelanggan adalah buku 1 di tempat yang selamat
untuk mengelakkan pihak ketiga i akses P tersebut.
22.Pihak Bank tidak akan I bagi
dengan mana-mana phhak ketiga,

NISBAH KEUNTUNGAN PELANGGAN
Perwi ’
Akaun Penyimpan yang :gl‘hakl '“*-dmf !iamlungan berdasarkan

AgroTani« dan AgroTani=f {Foreign) AgroMuda=i

1 Bank

[ Baki Simpanan [ | [——  Nisbah Kountungan |

(Pendeposi-Bank) {Penduposit: Bank)
Di bawah RM500,00 Di bawah RM3I000,00

40 : 60 40: 60
'RMS00.00 hingga RM2,500.00 [RM3000.00 hingga RM10,000.00

80 : 50 50 : 50
| Malebini RM2500.00 Malebihi RM10,000.00

60:40 €0: 40
Pengitaan keuntungan adeiah sacara haian dan dieithan ke akeun simpansn pads skff bulen.
i tartaik ‘samass ke semasa Bank.

dengan selamat.
16. Bank berhak untuk ah, bah atau
peraturan atau syarst pada bla-bla masa dengan kebenaran Pemagang Akaun,
d 3
Bukan Kakitangan
Baki Akaun
(Nishah)
Polanggan : Bank
10:9a
20:80

RM1ELDO hinggs RMS0.09

RM100.00 dan ke atas

'RM1,000.00 dan ke atas w:Te

'RMS5,000,00 dan ke atas
'RME5,000,00 dan ke atas

40 : 68

L 4060

Lmﬂlh“ 40 ;60 J}

Kadar nisbh ksurdungan adsiah mwmmm Cuk pogangan dar bayaran

Contact Centre:
1-300-88-2476

www.agrobank.com.my
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Agrobank Set To Fully Implement Islamic Banking By 2015

Agrobank formally known as Bank Pertanian Malaysia is set to fully implement Islamic
banking by 2015 as it currently offers both conventional and Islamic services to cater for
the demand of clients.

The bank has been offering Shariah compliant products and services since 2008 and has
acknowledged the demand for the growing sector of Islamic finance which is set to soar to over
$1.5 trillion US dollars by 2012.

Managing Director of Agro Bank, Datuk Ahmad Said said in a statement that, "' They are popular
among non Muslims with the ratio presently 60:40 in favour of Islamic banking. We have actually
targeted to go fully Islamic this year, but we felt we have to continue with conventional banking for
some more years as we are not that stable.So, we are doing it slowly by reducing conventional
banking products. It will also be costly if we change abruptly as we have to cancel all previous
agreements and sign new ones".

Agrobank currently boasts 167 branches across Malaysia and are set to offer the Shariah
compliant modes of financing and expand their number of branches around the country. Ahmad
further added that, "New branches are set up annually depending on our planning. Our target this
year is 10 including Kubang Kerian, Kota Baru, Pahang, Johor and Sabah.However, the Finance
Ministry has requested us to open in districts which presently have no banks, especially in Sabah
and Sarawak. So, the number (of new openings) this year will be more than 10".

With the industry thriving and attention from global investors turning towards Islamic financial
modes of transactions there is no better time to implement fully fledged Islamic services. The
effective implementation of specialised Islamic financial institutions will further help Malaysia to
enhance their profile as being the hub of Islamic finance. It will also help to stablise the Islamic
financial economy and give it an individual identity within the financial sector.
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Revitalised

and
Moving
Forward

Dato’ Wan Mohd Fadzmi bin
Wan Othman President/ Chief
Executive Officer of Agrobank

Agrobank, formerly known as Bank
Pertanian Malaysia Berhad, is a
Government-Owned Company
under the Minister of Finance
Incorporated (MFI) with a total of
187 outlets in all 14 states of
Malaysia as at March 2014. The
bank’s main function as the sole
agricultural bank is to provide
financial and advisory services.
The bank also offers regular bank-
ing services including savings,
loan facilities and insurance cover-
age in line with what is provided by
other commercial banks.

In this cover story, Islamic Banker
Asia talks to Dato’ Wan Mohd
Fadzmi, President/ Chief Executive
Officer of the bank regarding a
number of things, including the
bank’s move into Islamic banking.

Islamic Banker Asia (IBA): Please
share with us your background in the
banking sector and how you embarked
on your career in Agrobank.

Dato’ Wan Mohd Fadzmi (WMF): It
has been 25 years since I started my first
job in 1989 with Maybank as a Graduate
Trainee. I spent 15 years abroad serving
Maybank as an International Banker,
which in my opinion were my formative
years. I was at their London branch for
seven years, first as Head of Business and
later as General Manager. Then,
Maybank sent me to its New York branch
to handle the operations there. I spent
four years there before relocating to
Hong Kong in 2008. In 2011, I obtained
employment with RHB Bank before 1
was approached by Agrobank which had
just been corporatized. Initially, 1 was
reluctant to move as it meant moving
from commercial banking to agriculture
banking but I finally decided to go in full
swing with Agrobank in July 2011.

IBA: Please take us through Agro-
bank’s history.

WMF: Agrobank is still legally known
as Bank Pertanian Malaysia Berhad
(Bank Pertanian) to some. In 1969, Bank
Pertanian was established as a means to
aid paddy farmers up in the north of
Peninsular Malaysia. The bank was tied
closely with MUDA Agriculture Devel-
opment Authority of Kedah to develop
the rice planting industry. The establish-
ment of Bank Pertanian was linked to a
loan from the World Bank which specifi-
cally requested the Malaysian Govern-
ment to set up an agriculture bank. It was
a very successful venture with sufficient
capital for growth and progress.

Bank Pertanian evolved beyond the
paddy industry and into upstream produc-
tion of crops such as rubber and palm oil
as well as food crops in the 1970s. The
bank also serves as the medium for the
government to channel aid and grants to
rural and poor folk, hence our rapidly
growing branches and network as micro
and small entreprencurs are mostly
rural-based.

Islamic Banker Asia May 2014
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In 2008, the bank was corporatized and it
now functions with a commercial twist
with features similar to commercial
banks such as offering the regular
products offered by those banks.

Although it is still 100 % owned by the
government, it is highly independent and
generates its own income while at the
same time applying best practice, proper
management, and corporate governance
under the supervision of Bank Negara
Malaysia.

IBA: How does Islamic banking weave
into Agrobank?

WMF: : It started in 2009 and 2010 when
the bank decided to move towards fully
Shari’ah- compliant banking. Agrobank
started with Shari’ah-compliant deposits
in 2004, gradually transforming loan
facilities into Islamic financing. The
efforts to enforce Shari’ah-compliant
financing picked up in 2010 and 2012. It
is noteworthy that Argobank’s financial
products fit perfectly with Shari’ah-com-
pliant finances as the business is about
food and tangible products. Much of our
products are already 90 % Shari’ah-com-
pliant and only 10 % more are awaiting
conversion.

IBA: Agrobank has been given the
mandate to develop the agriculture
sector and to become the third engine
of growth under the 9th Malaysia Plan.
What are some of Agrobank’s initia-
tives that have fuelled this agenda?

WMF: We are guided by the National
Agriculture Policies that have been in
place since 1994 up to the most recent
policy in 2010. In addition, we are also
under the influence of the National Agro
Food Policy which is a policy that
concerns food production. Malaysia is a
self-sufficient country in terms of food
production; nevertheless, our production
has not come to the level that it can fully
satisfy the country’s demands. Therefore,
the focus of Agrobank is to channel the
funds required for the progress of the
agriculture industry in order to realize
those objectives.

14 |Islamic Banker Asia May 2014
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IBA: What about the bank’s other
specific  strategies or campaigns
towards realizing the 9th Malaysian
Plan?

WMF: We basically benchmark our
services to the best out there such as term
financing loans, trade finance and work-
ing capital. We have already achieved 50
% of our target to create a level playing
field. This is considered a breakthrough
when compared to our previous status.
The agriculture industry continues to
support the economy with only 2.8%
annual growth (on the other hand,
agrofood has an annual growth of 6.4%)
although it is behind the manufacturing
and service industries as a percentage of
the country’s GDP. The minimal growth
attained is due to many factors including
price risks such as exchange rates, supply
and imports as well as other factors such
as weather change, plant diseases and
more.

We chart our strategic plans by being
actively involved in industrial crops/
commodities. The general public is
unaware that agriculture is actually divid-
ed into two commodities i.e. industrial
crops i.e. rubber and palm oil, and food
crops i.e. paddy, fish, meat, milk, vegeta-
bles. Palm oil and rubber commodities
are more stable as the trees are hardy and
resistant to most climate change and
diseases whereas food commodities are
sensitive to the environment.

IBA: 2008 was the year of the rebrand-
ing of Bank Pertanian Malaysia to
become what it is today. What had
geared this rebranding exercise and
why?

WMEF: : As mentioned previously, the
bank was faced with high NPLs in
addition to weak capital ratio and weak
capital structure. The structure of the
organisation needed to be restructured in
order to become a sustainable banking
institution. It was a simple business
decision; we needed to corporatize.

“Itis noteworthy that
Argobank’s financial
products fit perfectly
with Shari'ah-compliant
finances as the business
is about food and
tangible products”

IBA: Did you take any additional
loans? How long did the exercise take?

WMF: : No, we did not aggressively
build up our lending book prior to corpo-
ratisation. We sorted out our “house” and
undertook steps to strengthen our balance
sheet. The exercise ended in 2008 but the
background work started as early as in
1997 after the recession. In setting our
financial concentration, it was pertinent
that we realized the position we wanted
the bank to be in the next 50 years. We
had to unlearn our old ways of doing
things and instead strive to be competi-
tive enough in order to generate profit
and be transparent in order to gain the
confidence of the public.

IBA: Are you looking into expanding
Agrobank into the region in any way?

WMEF: At the moment, we have no
intention of expanding abroad. Being a
government-owned entity, our main
priority should be to take care of our own
“backyard”, which means we have to
strengthen our business locally and
support the government’s initiatives to be
self sufficient within the agricultural
sector. Nevertheless, we do collaborate
with others in the Asean region but
mainly for technical purposes such as
sharing expertise and common issues.

The expansion of Agrobank locally is not
a walk in the park. For example, setting a
branch in the rural areas is 20-30 % more
costly than opening a branch in the urban
arcas. We are a rural- based banking
institution and we focus more on Sabah
and Sarawak for instance. Furthermore,
Agrobank has a social duty to help Micro
and SMEs grow and contribute to the
agriculture economy.

IBA: In line with Agrobank’s aspira-
tion to fully implement Islamic bank-
ing by 2015, what are the challenges
you face the moment? How do you plan
to mitigate the challenges?

WMF: Staff awareness is our biggest
challenge at the moment. We have had a
training programme called ‘Taffahum’
since 2013. This was only a partial
success at first. Agrobank has about 3500
staff and we need to tackle the high level
staff first so that they will initiate a chain

changer among their teams. Nevertheless,
the plan has been only 50 % suceessful a
the level of internalisation varies frop
person to person. At present, we arg
targeting our frontliners, custome
service representatives and tellers.
also blast pre-tests and post-tests to ouy
staff.

Another challenge for us is our custom-
ers’ receptiveness to our conversion {
Islamic finance. The younger generatio
is more receptive though unfortunatels
the older generations’ acceptance |
seems lamentable.

Furthermore, we also have issues with
traceability of customers who live deep in
the rural areas. Overall, there is no shol
cut and we must be persistent in solving
these issues.

IBA: : You mentioned earlier th
Agrobank aims to achieve a balanc
between prudent banking and main:
taining the bank’s agenda of growing
the country’s agriculture industry. Has
the bank been successful in achievin
that balance?

WMF: The main concern for us is th
projection in our balance sheet. Al
indicator of our performance is
non-performing asset quality which usec
to be high but we have managed to brin
it down through the enhancements of
debt collection processes and clean-up o
our balance sheet.

When [ started with Agrobank, the
lending for mandated financing was well
below 60 % although it is supposed to be
in the range of 70 %. We have managed to
bring up the mandated lending to over 70
% by expanding and redefining o
mandate to include upstream and down-
stream production, which ultimately has
expanded our customer base. Our current
mandate includes more than just the
growing of crops or crop plantations; it
also includes distribution, retail, and
other businesses that deal with agricul-
ture.

IBA: Could you elaborate on your
range of products?

WMEF: Most significant is that we are“
improving our suite of products and with |
the support of our board and regulators,
obtaining the necessary regulatory

16 Islamic Banker Asia May 2014
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“In setting

our financial
concentration,

it was pertinent
that we realized
the position we
wanted the bank
to be in the

next 50 years.”

approvals for instance, of trade financing
products launched at the end of 2013.
Another significant product is our
overdraft facility or ‘cashline’ which was
created to suit the needs of our customers
who require short-term working capital
and to conduct trading businesses; which

we have first obtained approval to launch,

Bank Negara has encouraged all banks to
move towards paperless technology. In
this sense, we are moving towards
electronic banking, even in the rural
areas. Currently, we have electronic
banking services for our retail banking
accounts but we are working towards
obtaining the approval to do the same for
our business accounts. Together with our
electronic banking services, we are also
launching our Visa debit card and
re-launching our remittance service.

Another future facility to be offered by
our bank is Agent banking whereby the
customers can enjoy our basic banking
facilities in other banks which will act as
agents of Agrobank. Customers will be
able to carry out transactions such as
Wwithdrawals, deposits, bill payment and
even make prepaid top-ups with agents
approved by Agrobank and our focus will
be to serve in the rural underserved/
unserved community.

IBA: What is the future direction of
the bank, particularly with regard to
the Islamic banking sector?
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future, after we have
o emplace and strengthen our
ing processes and systems, we
would like to invite back all of our
customers who migrated to commercial
banks to come back to our fold. We also
wi‘l}: focusing on new agriculture entre-
preneurs who will be bringing a new
culture and new farming techniques,
through our machinery financing facili-
ties.

We are looking into electronic banking
platform (e-banking for business) which
means less manual work and alternative
channels, no longer bricks and mortar
which attract higher cost.

IBA: Dato’ Wan, can you share with us
a bit about your educational back-
I ground, interests and hobbies.

WMEF: I have a degree in construction
economics from RMIT University,
Australia and | stayed in Australia for
four and half years.

My work is my hobby.

[ believe in just doing my best and being
a professional. I strongly believe in learn-
ing continuity and this I try to inculcate
in my staff.

My overseas assignments have helped me
a lot in my endeavours. The level of
transparency is excellent in countries
such as the United States. They are very
hardworking and always pushing them-
selves to do better.

As for our local heroes, I salute our Bank
Negara Malaysia’s Governor Tan Sri
Dato’ Dr Zeti Akhtar who is a strong
proponent of Islamic banking.

—
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“Another future
facility to be

offered by our bank
is agent banking
whereby the
customers can
enjoy our basic
banking facilities

in other banks which
will act as agents of
Agrobank”
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