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Introduction

[bookmark: _GoBack]Small and medium-sized enterprises (SMEs) refer to businesses that maintain the number of employees, assets, and revenues at specific levels or threshold (Hillary, 2017). There are various definitions of SMEs, and each country has its understanding. Particular criteria should be met in order for the SMEs to operate, including how decisions are made and executed. Though SMEs are small in size, they contribute significantly to the economy. They shape innovation by outnumbering large enterprises and employing a small number of employees who are spread across the globe since they are entrepreneurial. The number of employees in SMEs tends to range from 8, 10 to 500, depending on the country’s economic definition of SMEs (Berisha and Pula 2015, p. 17). An example of SMEs is Amigo Loans, which will be discussed later in the paper. One of the important frameworks of operation in SMEs is decision making. The idea of making decisions in the SMEs is less formalized due to their small size, even for the operational or tactical decisions (Hillary, 2017). Within the management of SMEs, decision makers including managers, leaders and other stakeholders often face serious scenarios that require a well-calculated approach especially in forming mergers, marketing strategies, product advertising, recruitment and hiring and product supply chain.






Amigo Loans Lending Business &
Business Decision Making Problems Important to the SME

Amigo Loans is a Great Britain based SME which deals with the sale of financial services. The guarantor and loan company offer credit to individuals able to borrow from traditional lenders due to their lack of a credit score. The small business enterprise provides a single product guarantor loan. The venture’s loans come with a representative APR of 49.9 percent and have no credit scores (Lunn, 2013; Amigo Loans Group Limited, 2018). However, one relies on their friends who own homes to guarantee their credit at Amigo. The company uses a tagline, which states that if client’s friends trust them, then the venture is also obliged to believe the given client. Typically, the slogan is not practical to some extent because Amigo demands a guarantor before allowing any of their clients to qualify for credit. Amigo Loans faces a plethora of challenges like any other lending SME. The company suffers due to regulatory crackdown looms. Amigo also lends to individuals who struggle to borrow from mainstream banks through the guarantee of their family members, which is a risky approach. This essay explores Amigo Loans decision-making issues and techniques, information systems, problem-solving and recommendations for improved operations. 
SMEs face various decision-making problems. Most of the economic literature on decision making is focused on large corporations. Since the decision inside small businesses is a less approached subject, Amigo Loans suffers due to minimal economic literature (Ogarcă, 2010). As a consequence, Amigo Loans suffers following the lack of adequate information to guide the lender’s business decisions. Decision-making problems are essential to SMEs because these decisions play a vital role in the market power of an enterprise. Decision-making problems are also crucial to SMEs because they enhance the thinking of the enterprise’s management (Lu et al., 2015). As a consequence, the SME involved improve their decision-making gaps as they are compelled by the challenges they face to carry out informed research (Lu et al., 2015). 
Amigo Loans’ overall market strategy is to maintain the SME’s market-leading position through their continued discipline in underwriting. The company has also adopted a differential strategy which made them thrive immediately the business entered the lending. Previously, lending companies focused on analysing credit scores before issuing loans. People who had bad credit ratings were denied access to financing. However, Amigo Loans came with a unique strategy which filled the market gap and made people who were previously not eligible to credit from banks to have a shoulder to lean on as they would comfortably borrow from the business provided a guarantor trusted them. The company also aims at engaging in brand development (Supplement to the Quarterly Q3 Report, 2016). 
Even though the venture has announced new growth prospects, it has reported a sharp decline in the growth of loans (Nasir, 2019). The organisation’s impairments have also increased, which interferes with the organisation’s overall progress. Although the organisation has been on the lead, the direction the venture is taking is worrying and there is a need to expand the current business operations through informed lending strategies. When the stated enterprise understands their decision-making problems, they would be better placed to use alternative approaches to reach the business’s stated goals effectively. Usually, effective decision making is made possible by the use of clearly defined systemic processes that are handled in stages. Thus, inherent understanding issues facilitate a fast understanding of the organisational processes, which in turn makes the overall operations to run smoothly. 
The other decision-making problem faced by Amigo Loans is the privacy breach of their databases which facilitates the exposure of the business’s regulatory penalties and fines. Typically, fraudsters are interested in players in the financial market owing to the sensitive information these companies keep. Fraudsters also have interest in the lending market because whenever they succeed in hacking commercial systems, there are probabilities of reaping substantial financial benefits. As such, businesses like Amigo Loans operate at a higher risk compared to players in other business fields. Frauds thus interfere with accurate decision making as they increase the expenses of the small business which relate to resolution and problem mitigation. Since small lenders are not financially stable compared to larger financial institutions like banks, frauds add to business expenses and consume the capital, which would have otherwise been used in purchasing expert business consultancy and advisory services. 
Amigo Loans’ decision-making process is affected by the fact that the company is unable to successfully anticipate, adapt or manage technological advances within their industry, which results to more technological costs (Supplement to the Quarterly Q3 Report, 2016). Although technology evolves rapidly, it is characterised by products with short lifecycles (Supplement to the Quarterly Q3 Report, 2016). As a consequence, the demanding nature of technology makes Amigo Loans unable to adopt new technologies on a timely basis. Consummately, the slow and inadequate decision-making process disrupts operations and reduces overall profitability, which negatively harms the business (Supplement to the Quarterly Q3 Report, 2016). Also, the company cannot afford to entirely ignore the use of computer systems as they increase the efficiency of operations. Furthermore, Amigo relies on online systems for data sharing and sound analysis of the received client information. 
The venture’s process of making decisions is also impacted by the seasonal nature of business (Supplement to the Quarterly Q3 Report, 2016). Amigo Loans operates based on the demands posed by the consumers, which involve access to substandard financing instruments. The ventures records show people’s increased borrowing occurring three months before the end of each year hence a 30 percent net loan origination by value (Supplement to the Quarterly Q3 Report, 2016). 

Information Systems Used in the SME to Collect, Process, Store and Distribute Information for Decision Making

The SME uses a unique information systems platform to gather, analyse, and process information which guides decision making. One ascertains the quality of decisions through the quality of data collected by the decision-maker. Amigo Loans use computer-based systems to make decisions on their credit offerings (Amigoloans.co.uk, 2020). However, computer systems are exclusively used to source for a borrower’s personal information and credit history with online lenders and credit agencies. There is therefore a need for Amigo Loans to focus on reviewing their customers’ financial capabilities before giving out credit. The current business model heavily relies on the trust and assurance of guarantors that the client would pay back the loan if it is issued. The rationale for the claim as mentioned above is that Amigo Loans attracts consumers who lack credit scores and are ignored by large financial institutions like the banks.
As a consequence, the enterprise has lowered its expectations from the customers and only asks their clients to come with a guarantor who is a property owner, although the loan is never guaranteed using the property. The venture relies on the information provided by probable clients through the Amigo lending website and other online applications like Facebook. Amigo’s data is also collected through a loan broker who the client willingly provides. The small business also collects lending information from third parties and other lending institutions, which range from credit reference, investigation and fraud prevention agencies, banks and any other company which is essential in contributing to making informed lending decisions. Customer surveys are another significant source of information to Amigo Loans, which help make wise lending and credit giving choices. 
Unlike large corporations that use sophisticated information systems to automate decision-making processes, Amigo Loans solely relies on the information a client feeds to their website and testimonials from close friends to facilitate their lending services. The company also relies on the clients given information to advice on their lending decisions. However, whenever a lending request is declined following the issuance of wrong information to the company’s lending website, Amigo takes no liability for such hitches. The second approach which determines the quality of decisions made by a venture is the platform or the process which an organisation selects to combine the gathered data. Typically, the internet of things has made things easier for credit facilitators like Amigo Loans. The rationale for the claim, as mentioned above, is that contemporary lending companies have the benefit of data systems that store and allow the sharing of client’s data. However, Amigo Loans, just like other small ventures, may suffer due to the lack of adequate finances to invest in their information systems, which automatically interfere with the quality of decisions made. The company therefore uses auditors who influence the economic decisions taken by users based on financial statements. 
Acquisition of data and maintenance of information systems is a challenge for Amigo Loans. Although the enterprise is one of the leading ventures in the lending market, they cannot assure that capital would be available whenever the need to invest in computer systems arises. Ideally, the enterprise is affected by the ever-increasing technology costs, which continue to have their toil on small lending businesses which are disadvantaged as larger financial institutions like banks dominate the market (Supplement to the Quarterly Q3 Report, 2016). Banks charge high-interest rates to the money they lend out to lending businesses following the high risks attributed to such ventures. Since business decision making heavily relies on data which should be updated frequently, the maintenance challenges can lead to poor decision making as those involved lack up to date data, which lowers their efficiency in problem resolution. 

The Problem-Solving Process of the Complex Business Decision Making in Amigo Loans

Amigo Loans has an inclusive way of dealing with complex business and operational issues. The problem-solving approach taken by the company involves both business operations and support. Although the management is more influential in the final decision adopted by the enterprise, the operations teams also have their contributions to the ventures approaches towards conflict and problem resolution. Individuals who are focused with operations include those who directly interact with the clients, applications, collections and underwriting (Supplement to the Quarterly Q3 Report, 2016). The management functions, on the other hand, involve those who ascertain credit risk, human resources, finance, analytics and the marketing staff (Supplement to the Quarterly Q3 Report, 2016). 
Typically, Amigo Loans obtains the client’s consent before processing the information given by their customers (Amigoloans.co.uk, 2020). In scenarios where the client discusses sensitive data with the organisation, the company gets consent from its customers to be allowed to store such information. For the venture to ensure its clients are eligible for credit, they are first cross-checked for eligibility using computer systems. However, before the decisions are made on whether one should be given credit, an emphasis is put on the views of a close relative who upon confirming that the potential Amigo Loans client can be trusted given the room for credit issuance. Thus, the venture does not just let machines decide the fate of the consumers. Instead, both machines and real people are involved in the complex businesses decision-making process (Trustpilot, 2020). The customer advisors working for the venture have excellent customer service, which makes the consumer have an enjoyable experience as the advisors are friendly and understanding. Moreover, the company uses its workforce to ensure they thoroughly scrutinise potential customers’ ability to repay the loan if credit is given to them. Also, the excellent teamwork approach makes the venture well placed in regard to effective decision making. Collaborating with other lending institutions also facilitates a data-sharing platform which eases Amigo Loans decision-making processes. 

The Techniques Used by the SME for Complex Decision Making

The venture, just like other small and medium enterprises, uses online platforms, direct customer interactions through phone calls and surveys to gather data analysed during complex decision making. Although the small business tends to verify certain information from customers independently, they also rely on data from banks, fraud agencies and other third-party agencies, which give critical information affecting lending decisions (Supplement to the Quarterly Q3 Report, 2016). The data gathered from such sources is used for portfolio analysis and in underwriting assessments (Supplement to the Quarterly Q3 Report, 2016). For accurate decision making, the management does not independently review third party data, which, when incorrect, could underwrite the company’s decisions (Supplement to the Quarterly Q3 Report, 2016). 
Apart from collaboration, the business relies on customer reviews to guide some of the decisions based on consumer preferences. From an individual standpoint, one can attribute the venture’s business success when it first came into the market to its focus on client needs. However, since loan growth has been at the verge of decrease in the recent past, there is a need to evaluate and reengineer the current offers and tailor them based on what contemporary consumers want.
The organisation also relies on customer representations for the accuracy and completeness of the information. However, information accuracy checks are conducted to ensure that information gaps do not interfere with the business’ approach in reporting loan information and the making of informed decisions. The information accuracy checks are conducted because in cases where the information released to the business is wrong, that could interfere with the future recovery process of the money lent to the unfaithful clients who offer the incorrect information and become eligible for loans (Supplement to the Quarterly Q3 Report, 2016). When misinterpretation or cheating is detected before the credit is issued, the lending process is stopped to ensure the business does not suffer through its dealings with untrusted clients. Thus, customer representations can be viewed as an approach which helps seal most of the trust issues which go hand in hand with lending. When a landowner is used as a guarantor, the risk associated with losing money on the part of Amigo Loans reduces. The rationale for the claim, as mentioned above, is that property owners have a guaranteed source of income, which increase their probability of settling debt whenever the person they bailed out disappears. 
The other technique used by Amigo Loans is the statistical lending technique (Courchane, Nebhut and Nickerson, 2000). The above lending approach facilitates intense client scrutiny as one uses the data they have on the payment of a client’s mortgage and insurance instalments. After all the relevant data is analysed, the venture’s management gives feedback to the client affirming whether or not one qualifies for the credit. On occasions where the client has given insufficient information, Amigo Loans can call them for clarification, especially if they seem to have higher eligibility chances. However, critics of Amigo Loans lending approach claim that the lending platform at times supports the change of information initially given to the company, which encourages deceit as some client desperately works towards getting credit. When one uses statistical lending techniques, they enhance fairness and minimise the disparate treatment of minority applicants seeking a loan from financial ventures (Courchane, Nebhut and Nickerson, 2000). 
For issues which go beyond the scope of Amigo Loans, the venture goes ahead to send a default notice upon whose expiry they demand payment. If the approach does not work, the investment seeks justice from a court of law. One such case occurs following defaulting. When a client fails to pay back the money at the expected time, the management calls to remind them. Extreme defaulting culminates in account closure and the immediate demand for the full payment of the amount one is owed. However, when it proves impossible to handle a defaulter, the management ensures that court action is taken against both the defaulter and the guarantor. 




Recommendations

There are many recommendations which Amigo can use to enhance their business. However, the company must be strategic. Many money lending institutions and banks struggle to improve their businesses through the growth of loans, which impact on the interests earned. As the investments grow, so does the revenue generated through the money which is given out to the consumers (5 Steps to Increase Organic Loan Growth, 2020). Ordinarily, an economic improvement would culminate into a finite demand for loan facilities (5 Steps to Increase Organic Loan Growth, 2020). Since the majority of people in the developing and less developed countries are unstable, they make the lending business profitable in the long run. Since the lending market is way risky, a plethora of approaches would be recommended which aim at facilitating the growth of loans. The first approach in dealing with loan growth is the re-evaluation of the venture customers, markets and the fair share potential (5 Steps to Increase Organic Loan Growth, 2020).
From an individual standpoint, re-evaluation adds to the existing intelligence on the market as one can interact with more third-party insights and data on the market. Another practical approach that promotes the growth of loans for lending businesses is reengineering the lending process. As the management assesses the venture’s product offerings, they learn more about product potential and critical approaches during the execution of every step. Amigo Loans can also review their loan offerings as they re-evaluate their customer relationships to improve the revenue generated from loan growth (5 Steps to Increase Organic Loan Growth, 2020). When the business reviews their loan offerings, they make them more competitive compared to the credit packages offers by similar players in the market. As a consequence, the approach woes the current client base to borrow more from the company as they enjoy the improved offerings. Other than customer relationships, the lender can also identify task relationships in the venture’s projects (Chaffey et al., 2006). At times, some tasks in the lending business cannot begin before other tasks are completed (Chaffey et al., 2006). Excellent examples of such tasks include loan issuance, which only happens after a client’s information, and borrowing history is scrutinised. 
Typically, credit loans constitute a cornerstone of the lending and banking industry. Although Amigo’s business model is designed to take care of individuals who do have credit scores, it is time they advanced their data search strategies and make their packages more appealing to the consumers. The business can adopt a loan strategy with reduced interest rates on the loans offered for them to attract a more extensive consumer base. Amigo Loans management can also come up with other favourable terms to inspire people’s desire to borrow more. The company can also establish a system which gives their clients credit scores based on their borrowing history as recorded by the SME. Therefore, the business would be assured that their loans would generate them revenues, which would make the venture profitable as it first was when it came into the market. Also, the management can engage the consumers for them to understand the kind of preferred credit packages before analysing them and tailoring the current products based on market preferences. 
The venture can also work towards increased collaboration with line lenders. A partnership can make lending operations better as these individuals can woe larger lenders to reduce interests charged to them when they source for funding. Working together also reduces operational risks as larger institutions would have minimal ways of exploiting SME owners working together. Frequent meetings with small companies in the same line of business would make Amigo Loans more versed with the strategies of dealing with its current challenges. Increasing community involvement and visibility would minimise the impacts of critics. Enhancing visibility can also work towards convincing probable consumers to commit and get credit from the venture due to its business transparency. Deciding on the right consumer base would also be an informed approach for Amigo Loans. Also, calling lenders who anticipate saving in the short term to use Amigo platforms would be yet another informed approach. 
Upon wooing short term savers, the venture can use the capital saved to their most trusted borrowers to increase the revenues generated from the sale of financial services. 

Justification on Why the Recommendations Are Needed in the Chosen Application Areas

The recommendations are needed in the chosen application areas because it makes the business model adopted by Amigo Loans more competitive. The rationale for the claim, as mentioned above, is that re-evaluating and reengineering the current product offerings would facilitate product improvement. As a consequence, more clients would seek and have access to the financial services of the company. Furthermore, reviewing the loan offers would also make the business better placed to deal with stagnating loan growth. The recommendations are important because following them would make the company strategically placed compared to its competitors. Moreover, following the given suggestions would make Amigo Loans more appealing to the current consumer base, which increases the chances of new consumer segments applying for loans with the lending venture mentioned above. Additionally, adopting the recommendations would help seal information gaps and make the management more informed on the right direction to take in a bid to improve their credit revenues. 
Financial landscapes across different parts of the globe experience sweeping changes which are perpetrated by a variety of factors some of which seek to establish a single market for financial services and improve information technology (Wagenvoort, 2003). The changes experienced in consolidation, reconstruction and reorientation, especially in banking, will automatically affect the financing of small lending businesses (Wagenvoort, 2003). The collaboration of SMEs is thus significant as Amigo Loans get to team up with similar players in the market and analyse some of the market shifts and ways of approaching them, some which work in favour of SMEs (Wagenvoort, 2003). Also, teaming helps analyse common challenges as well as methods of dealing with these problems in a flooded market. 
The recommendations would also help a great deal in boosting loan growth. Since Amigo faces financing challenges just as is the case with conventional lending SMEs, that means that the venture cannot afford the portfolio credit risk models which have flooded the market and which are preferred by banks as they allocate resources effectively (Wagenvoort, 2003). Although information technology has made the lending approach to significant progress, Amigo Loans should first work towards establishing a more extensive consumer base through visibility and improved customer relations, which are easier to achieve as they only require staff training. 

The Limitations the Recommended Techniques and the Direction for Model Improvement

Although the use of statistical techniques before Amigo Loans sets out to conduct the lending business is recommended, there are gaps in literature following unresolved model issues (Courchane, Nebhut and Nickerson, 2000). The problems with using statistical techniques stem from the choices that involve the best representation of the lending decision (Courchane, Nebhut and Nickerson, 2000). Other issues also emanate from the statistical modelling approach, which works towards capturing differences in modelling decisions (Courchane, Nebhut and Nickerson, 2000). 
Although the use of the statistical technique is way better compared to conventional lending approaches, the method is limited. The rationale for the claim, as mentioned above, is that the loan approval team consider judgmental decisions which are made by underwriters informed by policy guidelines that are qualitatively but not quantitatively linked (Courchane, Nebhut and Nickerson, 2000). However, for Amigo Loans to deal with quantitative gaps, they can use decision trees to facilitate ethical decision making (Heizer and Render, 2006). Overreliance on statistics can also be faulty, primarily when one supplies their information systems with erroneous data. Usually, the quality of data that is put into a computer determines the quality of the output. As such, the enterprise should use statistical data together with other techniques for quality lending outcomes. 
Another limitation attributed to the retaining of the conventional loan model and focusing on enhancing customer relationships is that the traditional model does not meet all the needs of contemporary consumers. Thus, there is a need for Amigo Loans to dig deep into their unique client journey to understand what the consumer needs. An excellent approach to the issue at hand would also be establishing a loan product that conforms to the consumer lifestyle. Amigo Loans can also develop a plan which accommodates people who aim at building short term savings as the majority of the client base are from the middle and lower class since they lack credit scores. 
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Figure 1. Monthly amounts of charged off loans, which are divided by the loan book at the end of each month (Supplement to the Quarterly Q3 Report, 2016).
Amigo Loans, just as other small to medium lending businesses, are adversely affected by lending. Towards the end of December 2016, the provisioned loans were equal to 7.3 percent of Amigo’s loan book (Supplement to the Quarterly Q3 Report, 2016). Thus, the model limits the charges which the consumers pay to the enterprise as interest. Although Amigo Loans’ business model is unique, defaulting is minimal. The stern actions taken to defaulters’ cushion the company against increased losses. Since the recommendations are on more inclusion and focus on client needs, Amigo Loans cannot raise their interests. Typically, it would have been easier for a bank to increase its benefits and thrive in a bid to cushion the institution from lending uncertainties because it is a key market player. However, Amigo Loans’ model is limited since the management cannot increase interests because the consumers they aim at attracting form part of the middle and lower social classes.



Conclusion

In conclusion, Amigo Loans lacks adequate decisions and has a sharp decline in loan growth due to their use of a few information platforms. The company’s choices are also affected by privacy breach and financial shortcomings which interfere with the provision, use and generation of quality information. The company uses computer systems, online platforms and also relies on individuals to collect, analyse, use and store data. The enterprise also links up with third parties for data sharing to improve the lending process. Amigo Loans heavily relies on statistical techniques to gather information, which informs organisational decision making. When faced with complex decision making, both the operation team and the management are involved. However, the administration has the final say on business direction. At times, the company seeks court intervention when issues arise. The business can re-evaluate the market and collaborate with others for them to regain their leading position and benefit from loan growth. The company can also invest in their data search strategies to minimise the risks posed by its model, which never puts credit scores into consideration. 
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