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ABSTRACT

Literature depicts Small and Medium Enterprises
(SMEs) play a dominating role in improving
the economic status of a country, especially in
developing countries. However, access to credit
is a major problem which SMEs face worldwide.
The problem of financing is dealt by offering of
different financial products like bank loan, line
of credit by the banks to the SMEs. As marketing
communicates the potential clients about the
products and services, it is crucial to understand
SMEs viewpoint towards marketing financial
products. Hence, the present study attempts
to capture the perspectives (i.e., benefits and
associated risks) of people associated with SMEs
and SMEs’ owners towards the marketing of
financial products in a developing country like

Bangladesh.
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INTRODUCTION

SME’s are considered as the backbone of an
economy due to their contribution to a country’s
GDP and economic growth (Mannan et al.,
2016; Franco & Haase, 2010). SMEs also play
a key role in improving the economic status of a
country (Indrawati, 2012). Presently, developed
countries use SMEs as a strategic move to develop
local competencies which significantly influences
competitiveness for industrial development within
and outside the country (Ibid). As such, SME’s
comprises of 96% of all manufacturers in USA
(Qian, 2002). Aside from contributing to GDD,
SMEs contributes to job creation, increasing
liquidity and develops export orientations.
However, lack of capital is a major constraint
for SMEs growth and survival (Abe et al. 2015).
This is a major hindrance for SMEs as availability
of finance is essential for SMEs to start-up and
grow (Armstrong et al. 2013). As a result, SMEs
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are unable to utilize the benefits of globalization
and face consistent pressure from international
firms and cheaper imports due to lack of financial
literacy (Anand, 2015). However these challenges
can be mitigated by building relationships among
banks and SME:s to support each other.

To address this issue, this study highlights SMEs
(i.e., owners) perceived benefits and associated
risks regarding financial products of banks
within Bangladesh. According to Yoshino and
Taghizadeh-Hesary (2018), 99% of enterprises
in Bangladesh (in 2013-2014) are SMEs; among
which 75% are SME with non-agricultural
employment. Moreover, the banking sector of
Bangladesh has always been an important sector
of Bangladesh’s economy, since it significantly
contributes to the other economic sectors
through credit payment, recovery and growth
trends (Ahmed &Ahmed, 2018).Although few
studies that have contributed to this discipline,
opportunities are left open to build them.

The paper is arranged by first addressing
theoretical context to which the study was
founded based on literature review, followed
by research methodology and data analysis
sections. Finally, the paper presents discussion
and conclusions to highlight the implications of
the study.

LITERATURE REVIEW

SME:s Financial Constraints

Berry et al. (2004) studied the lending practices
of banks in UK to SMEs. The aim of the study
was to identify the level of involvement of banks
in providing finance to SMEs. It was ascertained
that only a small number of European bank were
financing the SMEs. Further, it was revealed that
uniformity was not there in the lending process
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as few of them adopted going concern approach,
others adopted gone concern approach; while
few of them adopted a mix approach. It was
concluded that with less involvement, European
banks are unlikely to influence the lending
environment for SMEs in UK. The authors called
for a future research tracking the role of domestic
and foreign banks in lending the SMEs in UK.
Further, Focusing on the lender’s perspective,
Aysan etal. (2016) analyzed the bank’s willingness
to finance SMEs and their processing ability of
portfolio financing in Turkey.

SME:s Banking Relationships

In the Malaysian context, Al-Alak (2014)
studied the impact of marketing activities
on relationship quality with reference to
the banking sector. It was identified that
marketing actions enables bank managers
in the development and implementation of
relationship marketing strategy to increase the
marketing effectiveness and efficiency. Further,
it was inferred that relationship is more likely
to develop when client perceives it important.
Though, client perception is based on past
experiences with the bank, Durkin et al. (2014)
studied the role of social media in improving
the relationship between banks and SMEs. It
was found that bankers perceives less benefits
from the social media in terms of improved
communication; while, SMEs owner perceive
it as an effective form of communication
developing the relationship. Moreover, it
was condemned that social media would be
effective in developing the said relationship,
though it needs to be complemented with
personal face-to-face relation building. Top
management support, organization culture,
relative advantages, regulatory environment and
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manager’s innovativeness and ICT knowledge
influences the ICT adoption in SMEs (AlBar&
Hoque, 2019). The study was conducted in the
context of rural Saudi Arabia (Ibid).

SMEs Operations

Finance lending to SMEs in emerging economies
and economies with weaker financial system
have a strong impact on banks stability (Brei
et al. 2019). Earlier, Fidrmuc&Hainz (2010)
studied the default rates of bank loans by SMEs
in Slovakia. It was identified that default rates
were higher in Slovakia in comparison to US
and Sweden.

WORKING METHODOLOGY

Research Objectives

1. To measure the perception of SMEs towards
the functional benefits associated from the
marketing of financial products.

2. To measure the perception of SMEs towards
the perceived risk from the marketing of
financial products.

Research study is exploratory in nature as it
primarily intends to measure the perception

DATA ANALYSIS

Demographic Information
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of SME owners and employees towards the
marketing of financial products especially bank
loans. Primary data has been collected from the
SMEs based in Dhaka through judgemental
sampling. Judgemental samplings were adopted
to suitably judge and identify the target
respondents. Seven point Likert scale have been
adopted ranging from strongly disagree (1) to
strongly agree (7).

Dhaka was selected as the premise of the
study as it is the capital city of Bangladesh and
approximately 40% of SMEs in Bangladesh are
situated in Dhaka (Rahman, 2015).

Research instrument was prepared based on the
industry expert knowledge and with the help
of literature reviewed. A final questionnaire
was derived with 22 item statements divided
under six heads. Frequency count in terms of
percentages denotes the figures utilized in the
tables in data analysis section. Analysis was
done using SPSS software. Figures used in the
tables have been adopted from the SPSS output.
Bank loans and credit facilities have been used
as financial products in this paper.

Demographic Information Category Frequency | Percentage (%)
Gender Male 121 77.6

Female 35 22.4

Less than 20 years 25 16.1

20 to less than 25 years 29 18.6

25 to less than 30 years 35 22.5
Age 30 to less than 35 years 28 17.9

35 to less than 40 years 26 16.6

40 years and above 13 8.3
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Single 77 49.4

Marri 0 44.8
Marital Status arried !

Divorced 5 3.3

Separated 4 2.5

The above table represents the demographic information of the participants, which included higher
male percentage (77.6%) than females. Most of the participants were also between the age group
of 25-30 years (22.5%) followed by 20 -25 years (17.9%) and 35 to less than 40 years (16.6%),
with above 40 years being the lowest one. Majority of the respondents were single (49.4%) while
separated status was the lowest (2.5%).

FUNCTIONAL BENEFITS
Table 1: Functional benefits perceived by SMEs
Functional | Strongly . Slightly Slightly Strongly
Benefits Disagree Disagree Disagree Neutral Agree Agree Agree
F1 5.3 6.3 6.8 13.1 22.3 27.2 18.9
F2 2.9 8.3 14.1 8.3 22.3 32.5 11.7
F3 4.4 6.8 12.6 22.3 24.3 21.8 7.8
F4 4.9 8.7 12.1 18..9 19.4 26.2 9.7
F5 4.4 4.9 10.2 19.9 20.4 28.2 12.1

Above table represents the functional benefits perceived by the respondents. Statement F1 has large
number of responses on the scale of agreement as 22.3% of the respondents opted for slightly agree,
while 27.2% agreed with the statement. Further 18.9% of the respondents strongly agreed with
the statement. It represents those SMEs owners perceives financial products have right features
and attributes. Statement F2 represents the SMEs owners’ perception towards companies offering
financial products having good performance. Similar to F1, collectively 66.5% respondents have
provided their response on the scale of agreement for the second item statement. Statement F3 shows
that the respondents considered financial products useful for SMEs as 24.3% of the respondents
slightly agreed, and 21.8% of the respondents agreed with the statement. Apart, a small proportion
of 7.8% strongly agreed to the point. Further, it was found that respondents believed that financial
products have technological innovation (F4). 19.4% of the respondents slightly agreed with the
statement followed by 26.2% who agreed with the statement. Additionally, a set of 9.7% of the
respondents strongly agreed with statement four. Statement F5 stating that ‘financial products sells
because they work well’ have similar result to the other four statements. 12.1% respondents strongly
agreed with the statement, while 28.2% of the respondents agreed and another set of 20.4% of the
respondents slightly agreed. It can be inferred that the respondents perceived functional benefits
from the financial products offered to SME:s like bank loans and credit.
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Experiential Benefits
Table 2: Experiential benefits perceived by SMEs

ercionial [oeont ogre [S0 et [0 [pgree [ eons
E1l 6.3 8.3 11.7 14.1 18.4 23.3 18
E2 5.8 5.3 13.6 23.3 23.3 18 10.7
E3 4.4 6.3 11.2 18.9 24.3 25.2 9.7
E4 3.4 5.3 12.1 13.1 29.6 24.8 11.7

Table 2 deals with the experiential benefits of the financial products offered to SMEs. First statement
E1 states that financial products are interesting and exciting. 18% of the respondents have strongly
agreed to this point. 23.3% respondents have agreed while 18.4% of the respondents have slightly
agreed to the statement. Cumulatively, 52% of the respondents have marked their responses
on the scale of agreement for E2. While, 23.3% of the respondents have opted their response
as neutral. Low proportion responses have also been received on the scale of disagreement. E2
explains the knowledge provided by the banks about financial products. Statement E3 tells about
the attractiveness of the financial products for SMEs. Majority of the responses have been obtained
on the scale of agreement. 9.7% of the respondents have strongly agreed with the statement, while
25.2% respondents have shown their agreement. 24.3% respondents have slight agreement with
the statement. In less proportion responses have also been recorded on the scale of disagreement.
Neutral responses were also received. Statement E4 tells that financial products compete on the
basis of providing outstanding experience to the customers. For E4, 11.7% of the respondents have
strongly agreed; while, 24.8% also agreed with the statement. Slight agreement was also recorded
by 29.6% respondents. Scale of disagreement and neutral are low in proportion. Thus, it can be
stated that people working in SMEs finds financial products competitive based on the experience.
To conclude, it is inferred that respondents considers financial products exciting, competitive and
attractive. Further, knowledge component has also been identified by the respondents.

SYMBOLIC BENEFITS
Table 3: Symbolic benefits perceived by SMEs
Symbolic|Strongly | Disagree |Slightly | Neutral Slightly | Agree Strongly
Benefits | Disagree Disagree Agree Agree
S1 3.9 4.9 11.2 23.8 26.2 21.4 8.7
S2 3.4 4.4 12.1 27.7 23.8 18.9 9.7
S3 2.9 6.3 10.2 21.4 27.2 20.9 11.2
S4 2.4 6.3 12.6 18.4 31.1 19.4 9.7
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Above table highlights the perception of people associated with SMEs towards symbolic benefits of
the financial product especially credit access. Statement 1 results shows that 8.7% of the respondents
strongly agreed with the point that financial product have their own brand association. Further
another set of 21.4% of the respondents agreed followed by 26.2%, who slightly agreed with the
statement. Statement 2 expresses the client’s ability to express their attitude while buying financial
product. Statement explains the customization offered to SMEs by the banks while granting credit.
S2 shows low response on the scale of disagreement, while a notable population of the respondents
have marked their responses as neutral for all the statements. Though, an adequate number of
responses have been received on the scale of agreement to derive the results. Third statement reflects
the respondent’s consideration of financial products as prestigious and reflective of status. Table 3
shows that 27.2% of the respondents have slightly agreed with the statement, followed by 20.9%
of the respondents who have also agreed to the statement. While, a small proportion of 11.2%
respondents strongly agreed to the statement. S4 explains the respondent’s perception about the
organizations offering financial products as socially responsible. Cumulatively, 60.2% of the responses
have been recorded on the scale of agreement.

PERCEIVED RISKS

Table 4: Perceived Risks by SMEs
Perceived | Strongly . Slightly Slightly Strongly
Costs Disagree Disagree Disagree Neutral Agree Agree Agree
RI1 1.9 5.8 11.7 26.7 27.2 19.9 6.8
RI2 3.4 2.4 12.6 23.8 26.2 18.4 13.1
RI3 3.9 6.8 18.4 26.7 16.5 19.4 7.8

Above table shows the respondents’ opinion towards the perceived risks associated with the financial
products. First statement represents that disclosure of terms and condition reduces the perceived risk
associated with financial products. 26.7% of the responses have been received as neutral. 27.2% of
the respondents slightly agreed with the statement, followed by 19.9% of the respondent who also
agreed with the statement. Further a small proportion of 6.8% of the respondents strongly agreed
with the statement. Second statement represents that flexible return policy reduces perceived risk
significantly. Cumulatively 18.4% of the responses have been received on the scale of disagreement,
while 57.7% of the respondents agreed to the statement. However 23.8% neutral responses were also
recorded. Third statement RI3, represents the perception of respondents that financial products are
often projected as a good deal when they are marketed. It received low response on the disagreement
scale, while 26.7% of the responses were marked as neutral. On other aspect, 16.5% respondents
slightly agreed with the statement, while 19.4% agreed and 7.8% of the respondents strongly agreed
with the statement. In a nutshell, it can be said that along with the benefits, SMEs are also careful
about the risks associated with financial products.
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Reciprocity in Relationship

Table 5: Reciprocity in Relationship

Reciprocity ls)tirs(::;::i Disagree f)lile:gtz’e Neutral iggi:ly Agree it;:elzgly
R1 5.3 13.1 15 25.7 18.4 15 7.3

R2 1.9 6.3 9.2 21.4 28.2 21.8 11.2

R3 1.9 3.4 9.7 20.9 26.2 23.3 14.1

Table 5 represent the reciprocity in the relationship between financial product providing organization
and the SMEs. First statement R1 describes the respondent’s perception to receive the expected
response from the organizations when they share their information. Around 25% of the responses
have been recorded as neutral for this statement, while 33.4% of the responses show disagreement in
total. This looks strange that respondents don’t expect anything from the organization while sharing
the information. This needs future research consideration. Though, responses were also recorded on
the scale of agreement as 7.3% of the respondents strongly agreed with the statement, while 15%
also agreed and slight agreement was also obtained from the 18.4% respondents. Second statement
R2 represents respondents believe that provider will answer their queries also when they share their
information with the organizations. The statement received majority of the responses on the scale
of agreement as 11.2% respondents strongly agreed; 21.8% agreed and 28.2% slightly agreed with
the statement. Responses received for the statement on the scale of disagreement are very less. Third
statement represents respondents believe that they will receive every other necessary information
of the product while sharing information with the provider of financial service provider. A large set
of respondents have agreement to this statement as 26.2% of the respondents have slightly agreed,
23.3% agreed and 14.1% of the respondents have strongly agreed with the statement. Overall, it
can be inferred that people engaged in SMEs have reciprocity expectations from the organization
providing financial products while sharing information.

Reputation of SMEs
Table 6: Reputation of SMEs by sharing information
. Strongly . Slightly Slightly Strongly
Reputation Disagree Disagree Disagree Neutral Agree Agree Agree
RE1 4.4 6.3 9.2 14.6 26.7 24.8 14.1
RE2 5.3 7.3 10.7 14.1 30.1 22.8 9.7
RE3 4.4 6.3 9.7 15 28.6 27.7 8.3

Statement 1, RE1 depicts that people engaged with SME:s feels that by information sharing with
the organization improves their image. Numbers are low for disagreement scale as well for neutral
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point. However, a notable response of 26.7% have been received as slightly agree. While, 24.8%
of the respondents have agreed and another set of 14.1% of the respondents have strongly agreed
with the statement. RE2 represents the perception that people who share information with the
organizations (financial products providers), have better reputation. Cumulative response on the
scale of disagreement counts to 23.3%. 14.1% of the respondents have marked their responses
as neutral. While, 30.1% of the respondents have slightly agreed with the statement. Another
set of respondents 22.8% have agreed; while, 9.7% of the respondents have strongly agreed with
the statement. Statement 3, states that ‘my reputation improves in front of others when I share
information with the organization’. 28.6% of the respondents have slightly agreed with the statement;
while, 27.7% of the respondents have agreed with the statement. A small proportion of 8.3% have
strongly agreed with the statement. It can be inferred that SMEs in Bangladesh prefer to share
information with the banks and consider information sharing as a reputation building factor. Thus,
reducing information asymmetry and increasing the credit access.

DISCUSSION & CONCLUSION

The paper addressed the perceived benefits
of financial products offered to SMEs using
several factors including functional benefits,
experiential benefits, symbolic benefits,
perceived risks, reciprocity in relationship and
reputation of SMEs.

Accordingly, the results indicated respondents
perceived functional benefits from the financial
products offered to SMEs (i.e., bank loans
and credit) were high. Moreover the results
indicated people working in SMEs finds
financial products competitive based on
experience. Therefore, respondents considered
financial products exciting, competitive and
attractive. Additionally respondents’ perception
about the organizations offering financial
products as socially responsible was also
measured as symbolic benefit.

For the perceived risk factor, the results
indicated that along with the benefits, SMEs
are also careful about the risks associated with
financial products. While, people engaged in
SMEs have reciprocity expectations from the

organization providing financial products.
Lastly, the results of the survey inferred
that SMEs in Bangladesh prefer to share
information with the banks and consider
information sharing as a reputation building
factor; thus, reducing information asymmetry
and increasing the credit access.

These results of the study indicate that the
above factors are significant in determining the
financial products offered to SMEs. Further
studies can highlight their importance by
integrating personal value, perception, and
attitudes towards financial products offered to
SME:s. This additional factor may contribute
to broaden the view of the different viewpoints
of the benefits of financial products towards
SMEs, especially in context of developing
countries such as Bangladesh.
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