
LENOVO
Rectangle



LENOVO
Rectangle



LENOVO
Rectangle



 

 



©
2012-2020 SEAJBEL. All Rights Reserved. Maintain by AdaWeb.site

 

SOUTH EAST ASIAN JOURNAL OF CONTEMPORARY BUSINESS, ECONOMICS AND LAW

(SEAJBEL)

ISSN 2289-1560

(Impact Factor: 7.521 (SJIF Impact Factor Evaluation)

South East Asian Journal of Contemporary Business, Economics and Law (SEAJBEL), an open-access journal, is peer-reviewed and published in April,

August and December annually. The journal accepts contributions in English only. SEAJBEL is providing scholars the best in theory, research, and

methodology as well as providing platform to professionals and academics to share their ideas, knowledge and findings particularly in the region of

South East Asia. The main objective of this journal is to provide a channel for the publication of articles based on original research as well as

commentaries on a range of areas including management, marketing, finance, accounting, taxation, economics, public policy, law and other related

topics.

SEAJBEL HOME EDITORIAL ISSUES SUBMISSIONS AND GUIDELINES PUBLICATION ETHICS INDEX CONTACT US s

https://adaweb.site/
https://seajbel.com/previous-issues/april-2021/
https://seajbel.com/
https://seajbel.com/
https://seajbel.com/editorial-board/
https://seajbel.com/previous-issues/
https://seajbel.com/submissions-and-author-guidelines/
https://seajbel.com/publication-ethics/
https://seajbel.com/index/
https://seajbel.com/contact-us/


EDITORIAL BOARD

EDITORIAL BOARD

Editors

Associate Professor Dr. Mohd Rizal Palil


Dr. Dina Imam Supaat

.

Managing Editor


Mr. Zesdyzar Rokman

.

Board of Reviewers

Professor Dr. Haryadi


(Faculty of Economics, University of Jambi, Indonesia)

Associate Professor Dr. Mohammad Basir Saud


(School of International Studies, Universiti Utara Malaysia)

Associate Professor Dr. Jesus P. Briones


(College of Business and Accountancy, University of Batangas, Philippines)

Associate Professor Dr. Zhu Nanjun


(School of Economics, Peking University, China)

Associate Professor Dr. N Maruti Rao


(Rani Channamma University, India)

Dr. Angela R. Payne


(Argosy University, United States of America)

 You are here: » Home » EDITOR

SEAJBEL HOME EDITORIAL ISSUES SUBMISSIONS AND GUIDELINES PUBLICATION ETHICS INDEX CONTACT U

https://seajbel.com/
https://seajbel.com/
https://seajbel.com/
https://seajbel.com/editorial-board/
https://seajbel.com/previous-issues/
https://seajbel.com/submissions-and-author-guidelines/
https://seajbel.com/publication-ethics/
https://seajbel.com/index/
https://seajbel.com/contact-us/
LENOVO
Highlight

LENOVO
Highlight

LENOVO
Highlight

LENOVO
Highlight



©
2012-2020 SEAJBEL. All Rights Reserved. Maintain by AdaWeb.site

Dr. Muhammad Ahmad


(Universiti Utara Malaysia)

Dr. Anna Kiseleva


(Institute of Europe RAS, Moscow, Russia)

Dr. Mahmood Shah


(Department of Economics, Gomal University, Pakistan)

Dr. Marlin Marissa Malek  Abdul Malek


(Universiti Utara Malaysia)

Dr. I Gusti Ayu Ketut Rachmi Handayani


(Faculty of Law, Sebelas Maret University Surakarta, Indonesia)

Dr. Go Lisanawati


(Faculty of Law, University of Surabaya, Indonesia)

Dr. Mohd Norfian Alifiah


(Universiti Teknologi Malaysia)

Associate Professor Dr. Amanuddin Shamsuddin


(Universiti Tenaga Nasional)

Dr. Elvira Fitriyani Pakpahan, SHI., MHum


(Faculty of Law, Universitas Prima Indonesia)

Dr. Zulkefli Muhamad Hanapiyah


(Faculty of Business and Management, University Teknologi MARA)

https://adaweb.site/


VOL 15 (April 2018) ISSUE 5

Show 10  entries Search:

SEAJBEL – South East Asia Journal of Contemporary Business, Economics and Law, Vol. 15, Issue 5 (April 2018)

TABLE OF CONTENTS

1 Ardi S, Etty Murwaningsari FINANCIAL PERFORMANCE DETERMINATION, EARNINGS QUALITY,

INTELLECTUAL CAPITAL AND COMPANY VALUE

1-16

2 Anang Setiyawan,


Jamal Wiwoho, Rahayu

STRENGTENING INDONESIA’S POLICY ON NATIONAL CYBER SECURITY TO

DEAL WITH CYBERWARFARE THREAT

17 – 26

3 Septianti Chairunnisa,


Rachmat Sudarsono,


Benny Budiawan Tjandrasa

TESTING OF DYNAMIC TRADE-OFF THEORY ON LEVERAGE DECISION 27 - 35

4 Tri Setiady, Etty Mulyati, Hj. Susilowati S

Dajaan, Hj. R. Kartikasari

THE ROLE OF CAPITAL FINANCING INSTITUTIONS AS A FINANCIAL

ALTERNATIVE FOR MICRO, SMALL AND MEDIUM ENTERPRISES IN MAKING THE

INDONESIAN ECONOMIC DEVELOPMENT

36 –

40

5 Tijjani Muhammad, Suleiman Alhaji

Dauda


ISLAMIC FINANCE IN PROMOTING ECONOMIC GROWTH IN NIGERIA 41 - 45

6 Dora Kusumastuti PRINCIPLES OF SOCIAL JUSTICE IN THE COMPLETION OF CREDIT LOSS DUE TO

CIRCUMSTANCES FORCE (FORCE MAJEOUR) IN INDONESIA

46 – 51

7 Hotman Fredy THE PREDICTION OF BANKRUPTCY IN THE PULP AND PAPER INDUSTRY

COMPANY

52 – 62

8 Tran Thi Hoang Mai, Nguyen Thi Hai Yen VIETNAM'S AGRICULTURE TOWARDS SUSTAINABLE DEVELOPMENT:

OPPORTUNITIES, CHALLENGES AND SOLUTIONS IN THE CONTEXT OF

INTERNATIONAL ECONOMIC INTEGRATION NOWADAYS

63-70

9 Owino O. Joseph, Francis Kibera,

Raymond Musyoka

MICROFINANCE MARKET


COVERAGE AND RETURN


ON ASSET

71 – 78

No.  Authors  Title  Page 

 You are here: » Home » ISSUES » April 2018 » VOL 15 (April 2018) ISSUE

SEAJBEL HOME EDITORIAL ISSUES SUBMISSIONS AND GUIDELINES PUBLICATION ETHICS INDEX CONTACT US

https://seajbel.com/wp-content/uploads/2018/04/SEAJBEL15_202.pdf
https://seajbel.com/wp-content/uploads/2018/04/SEAJBEL15_203.pdf
https://seajbel.com/wp-content/uploads/2018/04/SEAJBEL15_210.pdf
https://seajbel.com/wp-content/uploads/2018/04/SEAJBEL15_216.pdf
https://seajbel.com/wp-content/uploads/2018/04/SEAJBEL15_218.pdf
https://seajbel.com/wp-content/uploads/2018/04/SEAJBEL15_219.pdf
https://seajbel.com/wp-content/uploads/2018/04/SEAJBEL15_222.pdf
https://seajbel.com/wp-content/uploads/2018/06/SEAJBEL15_34-1.pdf
https://seajbel.com/wp-content/uploads/2018/06/SEAJBEL15_12-1.pdf
https://seajbel.com/
https://seajbel.com/previous-issues/
https://seajbel.com/previous-issues/april-2018/
https://seajbel.com/
https://seajbel.com/
https://seajbel.com/editorial-board/
https://seajbel.com/previous-issues/
https://seajbel.com/submissions-and-author-guidelines/
https://seajbel.com/publication-ethics/
https://seajbel.com/index/
https://seajbel.com/contact-us/
LENOVO
Highlight

LENOVO
Highlight



©
2012-2020 SEAJBEL. All Rights Reserved. Maintain by AdaWeb.site

Showing 1 to 10 of 36 entries

10 Saliya Balasooriya ARE THE MACRO PRUDENTIAL POLICIES APPLICABLE TO MICROFINANCE


INSTITUTIONS? – A CASE OF SRI LANKAN MICROFINANCE INSTITUTIONS

79 - 90

No.  Authors  Title  Page 

Previous Next 

https://adaweb.site/
https://seajbel.com/wp-content/uploads/2018/06/SEAJBEL15_20-1.pdf


South East Asia Journal of Contemporary Business, Economics and Law, Vol. 15, Issue 5 (April)                                                                                            

ISSN 2289-1560 
 2018 

 

 

 

 17 

 

 

STRENGTENING INDONESIA’S POLICY ON NATIONAL CYBER SECURITY TO DEAL 

WITH CYBERWARFARE THREAT  
 

Anang Setiyawan 

Jamal Wiwoho  

Rahayu 

 

 

 

ABSTRACT  

 

In 2012 IACSIRT recorded thousands of cyber-attacks against the Indonesian domain and millions cyber attacks over the past 

few years. In 2009 the Indonesian Embassy and Foreign Affairs Office became one of the targets of the Ghost Net virus which is 

a large-scale espionage operation conducted by China and in 2010 the industrial sector in Indonesia has been one of the targets 

of the powerful Cyber Stunext virus series attacks. The Stunext virus is the most sophisticated and dangerous cyber weapon ever 

made. if the attacks were directed to vital infrastructure such as electric power sources, mass transportation, air traffic control 

systems or even nuclear power plants that would not only cause malfunctions, wounds and deaths. The results of this study are 

as follows; (a) Cyberwarfare is subject to International Humanitarian Law Principles, (b) Strengthening policies on national 

cyber defense is necessary and the government needs to strengthen the policy by formulating an act as legal basis, so that these 

complex and multi-domain issues can be handled comprehensively. Moreover cyber-attacks can be used systematically, 

effectively to weaken defense systems, security, sovereignty, economy and politics of a country 

 

Key words: cyberwarfare, strengthening, Indonesia, sovereignty, national interest  

 

 

 

 

Introduction  

 

Military strategies and weapons of a country can reflect economic, political conditions and describe the supremacy and ability to 

technology1. The technology development shifts the social concept in society2 and the conventional war that are physically-

kinetic in the domain of land, sea, air, space to the modern war by non-kinetic weapons in the fifth domain called cyberspace3. 

The cyberwarfare emphasizes attacks through computer networks that aim to cause certain expected damage or dysfunction with 

certain political or national security motives without crossing a country's boundaries4. Currently, cyber capability is the heart and 

new war doctrine based on modern technology and makes it as the most influential instrument in all levels of conflict because it 

able to provide new techniques to increase speed, scale and attack power5. The British House of Commons Defense Committee 

stated that the cyber threat is, like some other emerging threats, one which has the capacity to evolve with almost unimaginable 

speed and with serious consequences for the nation’s security6. Although cyber attacks are carried out from computers but these 

attacks can lead to disruptions and destruction of networks of civil and military infrastructure that are very difficult to limit and 

predict its impact and size. Cyber attacks are successful not only measured by the consequences of physical destruction, but also 

on their influence on the economic stability of a country and basic services to civil society such as water, electricity, 

communications, transportation, emergency services, etc. 

 

Several cases that have occurred before, such as the Russian cyber attacks against Estonia (2007) that almost caused the 

economic paralysis due to the high dependence on information technology infrastructure in all areas7. CIA's Cyber Attacks 

against gas pumps and valves led to out of control and consequently Soviet gas pipelines in the Siberian region exploding and 

recorded as the biggest explosion ever seen in addition to nuclear bomb explosions8. US and NATO cyber attacks to disable and 

deceive the Serbian Air Defense and Serbian Air Traffic Controller. This attack also blocked Yugoslavia's communications 

                                                 
1Smits, T. V. (2000). Computer Network Attack As a Tool for the Operational Commander. Naval War Coll Newport RI Joint Military 

Operations Dept. 
2 Swanson, L. (2010). The era of cyber warfare: Applying international humanitarian law to the 2008 Russian-Georgian cyber conflict. Loy. LA 

Int'l & Comp. L. Rev., 32, 303. 

Joyner, C. C., & Lotrionte, C. (2001). Information Warfare as International Coercion: Elements of a Legal Framework. European Journal of 
International Law, 12(5), 825-865. 
3 http://www.economist.com/node/16478792 accessed January 2013 

Melzer, N. (2011). Cyberwarfare and international law. United Nations Institute for Disarmament Research. 
4 Hathaway, O. A., Crootof, R., Levitz, P., Nix, H., Nowlan, A., Perdue, W., & Spiegel, J. (2012). The law of cyber-attack. California Law 

Review, 817-885. 
5 Schreier, F. (2015). On cyberwarfare. Geneva Centre for the Democratic Control of Armed Forces. 
6 House of Commons Defence Select Committee. (2012). Defence and Cyber-Security. Sixth Report of Session, 13, 11. 
7 Saleem, M., & Hassan, J. (2009). " Cyber warfare", the truth in a real case. Project Report for Information Security Course, Linköping 

Universitetet, Sweden. 
http://www.theguardian.com/technology/2007/nov/29/hacking.news accessed January 2013 
8 http://www.zdnet.com/us-software-blew-up-russian-gas-pipeline-3039147917/,  

http://www.telegraph.co.uk/news/worldnews/northamerica/usa/1455559/CIA-plot-led-to-huge-blast-in-Siberian-gas-pipeline.html,    
http://www.history.navy.mil/library/online/computerattack.htm accessed January 2013 
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FACTORS AFFECTING WHISTLEBLOWING INTENTION: AN EMPIRICAL STUDY 

 
Kogilavani Apadore,  

 

Chan Yee Chin,  

 

Mabel Ding Cheau Qi, 

 

Tham Mun Yan,  

 

Waynnie Goh Yu-Sinn,  

 

Wong Tze Min 

 

 

ABSTRACT  

 

Corporate scandals around the world have raised concern over ethicality of the accountancy profession. Accounting students 

are future accountants and auditors who are held accountable for the public confidence. Therefore, this study aimed to examine 

the factors affecting whistleblowing intention of final year accountancy undergraduates. Applying the Moral Intensity Model, the 

study explores how magnitude of consequences, social consensus, and proximity affect whistleblowing intention. Besides, fear of 

retaliation is an additional variable to extend the study based on Moral Intensity Model. The results suggest that magnitude of 

consequence (MC), social consensus (SC) and proximity (PX) have a significant relationship with whistleblowing intention (WI). 

This study aimed to fill up Malaysia’s whistleblowing research gap in academic world and practically, to improve the coverage 

of ethics in tertiary education. 

 

Keyword: Magnitude of consequence (MC), social consensus (SC) and proximity (PX) and whistleblowing intention (WI) 

 

 

 

1. INTRODUCTION 

The issue of whistleblowing has gained more attention along the years, by reason of an increasing number of corporate scandals 

within and outside Malaysia such as Enron, WorldCom and Transmile Group Berhad. Rachagan (2012) defined whistleblowing 

as the reporting of illegal or immoral conduct to a person or body that could take actions against the wrongdoers. Whistleblowing 

has now transformed into an accountability and risk management mechanism, following a series of corporate scandals (Mustapha 
& Siaw, 2012).  

To reduce fraud risk and protect shareholders’ interests, organizations should invest in formal whistleblowing mechanism and 

encourage employees to report wrongdoings. Employees who sound the alarm about corporate wrongdoings in timely manner 

are able to reduce the degree of consequences of wrongdoings (Chartered Institute of Internal Auditors [IIA], 2014). When 

employees choose to keep silent and allow wrongdoings to continue, the possible consequences may cost the profitability of the 

organizations, employee morale and shareholders’ interest in the long run and even lead to loss of life (Mela, Zarefar, & 
Andreas, 2016). 

Accounting graduates are the future accountants and auditors who are most likely to encounter corporate frauds in their career 

life (Kennett, Downs, & Durler, 2011). Expectations are placed on them to exercise ethical conduct and maintain public trust at 

all times (Fatoki, 2013). It is of utmost importance to identify the factors associated with their whistleblowing intention to 
empower whistleblowing as a mechanism for uncovering corporate wrongdoings.  

Prior researches have examined the motivating factors of whistleblowing and the factors affecting the propensity of 

whistleblowing. Prior empirical studies basically focused on the role of demographic, personal, situational and organizational 

variables in whistleblowing intention (Ahmad, 2011). Yet, there is no study that can include all relevant variables affecting 

whistleblowing intention (Miceli, Near, Rehg, & Van Scotter, 2012). Therefore, further studies are required to fill the research 

gap.  Furthermore, most of the past studies were emerging in a Western context, rather than in an Eastern context (Salleh & 

Yunus, 2015). Although the growing interest of whistleblowing issue in the Asian context is observed, but studies have been 

limited to countries like China, Hong Kong and Taiwan. Empirical studies of whistleblowing in Malaysia are limited and scarce 

(Ahmad, Smith, & Ismail, 2012). Besides, it is worth to emphasize the importance of national and cultural differences in 

examining whistleblowing issues (Ahmad, 2011). The whistleblowing studies conducted in different countries cannot be applied 
entirely to address the problem in Malaysia.  

Fatoki (2013) stated that students are the potential future leaders in both private and public sectors whose views towards 

whistleblowing intention are important. While most of the studies of whistleblowing in Malaysian context focus only on 

accounting professionals (Ahmad, Ismail, & Azmi 2014; Ahmad, Smith & Ismail, 2012) and employees from public sector 

(Salleh & Yunus, 2015; Zakaria, Razak, & Yusoff, 2016), prior studies on whistleblowing intention of Malaysian accounting 

students are finite (Mustapha & Siaw, 2012). Hence, this research is aimed to gain an understanding on the factors motivating 

whistleblowing intention of Malaysian undergraduate accounting students. 
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ARE THE MACRO PRUDENTIAL POLICIES APPLICABLE TO MICROFINANCE 

INSTITUTIONS? – A CASE OF SRI LANKAN MICROFINANCE INSTITUTIONS 
 

 

Saliya Balasooriya  

 

 

ABSTRACT  

 

Before the existence of first Co-operative Rural Bank in Sri Lanka, villagers had the habit of borrowing money from either 

relatives, friends or boutique owners, etc. or went for Rotating Savings and Credit Associations (ROSCAs) or ‘Cheetus/Seetus' 

which played a crucial role in providing finances to villagers for their emergencies and life activities in very good old days 

(Pokhrel, u.d.; Colombage, u.d.; Ratwatte, 2012 c). The first Sri Lankan Co-operative Rural Bank was reported at Menikhinna in 

the Kandy District in early 1900 (Ratwatte, 2012 b) as the first official microfinance initiative and thereafter large number of 

Micro Finance Institutions (MFIs) (Kelegama, and Tilakaratna, 2014; Ratwatte, 2012 a) were reported and currently providing 

their services to poor and underprivileged people (ADB, 2000; Venkatapathy, Pretheeba, 2012) in Sri Lanka. The Microfinance 

industry would mostly vulnerable to much economic turbulence as most of these MFIs are not properly supervised and therefore 

may trigger lots of issues at economic depressions and would hit the development of the country. The MFIs expose to 

vulnerabilities due to non-availability of proper supervision and regulation (Galapattige, 2009) and weak authorization but 

there are MFI regulatory and supervision mechanisms placed in some countries. Therefore such MFI regulatory and supervision 

mechanisms recommend to Sri Lanka too. Therefore this paper is trying to evaluate the microfinance sector in Sri Lanka and to 

see the requirement of an appropriate rule, regulation, and supervision for MFIs (Alawattage et al, u.d.) effectively. Further 

writer wishes to review whether the proposed regulatory method is appropriate for the Sri Lankan Microfinance industry under 

the new Microfinance Act No 06 of 2016 (Democratic Socialist Republic of Sri Lanka, 2016).  

 

Though the Microfinance industry is accepted worldwide as a bundle of services to the poor (ADB, 2009) without any collateral 

or sometimes with less collateral or guaranteed by someone. It was reported that 16,400 MFIs (Ratwatte, 2012 a) or more are 

functioning in Sri Lanka and some of which are registered under different authorities (Kelegama and Tilakaratna, 2014; 

Wijesiri, et al., 2015; Ratwatte, 2014 b;  Galapattige, 2009; GTZ ProMiS & The Lanka Microfinance Association, 2010; 

German Technical Cooperation , 2010) and their guidance. However, most of the MFIs are not under the preview of any 

authority. Nevertheless, the important factor is that irrespective of the registration by different authorities the MFIs handle the 

microfinance activities as a whole (GTZ ProMiS & The Lanka Microfinance Association, 2010; German Technical Cooperation, 

2010; Galapattige, 2009). Therefore it is required to have a clear regulations somewhat similar or lesser scale to Licensed 

Commercial Banks (LCBs), Licensed Specialized Banks (LSBs), Licensed Financial Companies (LFCs) and Licensed Leasing 

Companies (LLCs) when adopting appropriate regulation and supervision mechanism on MFIs to protect  public deposits and 

their savings (Alawattage, et al, u.d.).  

 

Even though a regulatory mechanism for microfinance sector proposed in Microfinance Act 2016, authorities needs to check 

whether the existing institutions are willing and can joint with so-called regulation and whether it gives proper prospects in 

microfinance. The establishment of relevant law and authority for Microfinance is must because the inability to cater the low 

income rural and urban community is seen due to many inherited/ structural reasons filling the gap of credit to the poor is a 

responsibility of government. So it is believed that the strategy for MFI regulatory mechanism identifies what is to be supervised, 

what are to be potential and which will undergo lesser supervision, which is to be monitored and follow-up to upgrade or 

downgrade. Therefore based on the literature writer proposed to have 5 layer institutions for MFIs to avoid social distresses 

while giving proper recognition to MFIs to strengthen their activities in a country-specific standard way.  

 

Key words: Micro Finance Institutions, Sri Lanka, Rotating Savings and Credit Associations, Co-operative Rural Bank, Formal 

& informal Financial Institutes.  

 

 

 

 

Introduction  

 

The provision of no of financial services to the poor ( ADB, 2000;  Kelegama and Tilakaratna, 2014) is called as microfinance, 

and the delivery of microfinance happens in three ways; Formal institutions; Semi-formal institutions and  Informal sources 

(Kelegama, and Tilakaratna. 2014; Kumari, 2014; Steel, & Andah, 2003; Berensmann et al., 2002; GTZ-ProMiS & Ministry of 

Finance & Planning, 2008; Ratwatte, C., 2012 c and  Aheeyar, 2007 cited Attanayake,1997) in Sri Lanka together with 

government-sponsored microfinance schemes (Balasooriya, 2009). However around 16,500 MFIs was reportedly operating in Sri 

Lanka (Ratwatte, 2012 a; Kelegama, and Tilakaratna, 2014; CGAP, 2006); GTZ Promis, 2008) but the sector, in general, suffers 

weak governance, poor repayments, high transaction costs, recurring losses and deficiencies in regulation and supervision 

(Wiedmaier-Pfiste, and   Wohlner 2004) causing embedded risks in such institutions. 

 

The existing execution of MFIs comes under several Ministries, Departments, and Government Acts and therefore uses different 

regulatory requirements for the same objective of microfinance. The weak and fragmented framework exists under various 

authorities, and most of the MFIs are not appropriately regulated and not in a single independent, competent, regulation 
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ABSTRACT  

 

The objective of the study was to assess the influence of market coverage on return on asset in the microfinance industry in 

Kenya. The population of the study consisted of microfinance institutions with physical banking halls and registered with the 

Association of Microfinance Institutions in Kenya. We used descriptive cross-sectional survey design and collected data through 

semi-structured questionnaire. Data on return on asset were collected from annual industry performance reports prepared by 

the Microfinance Rating Africa and the Association of Microfinance Institutions in Kenya. We subjected our data through 

reliability and validity tests. We tested our hypothesis through regression analysis. The results of our study demonstrate that 

market coverage has strong statistical significant influence on return on asset in the Microfinance industry. In addition, the 

results demonstrate that distribution capability of the firm has a significant positive influence on return on asset. We conclude 

that wider market coverage increases customer’s access to microfinance services which in turn, leads to higher profitability. 

 

Key words: Microfinance outreach, Return on Asset, Microfinance 

 

 

 

 

Introduction  

 

Access to financial services is a major bottleneck to low income earners and small enterprises considered high risk customers by 

conventional commercial banks in Sub-Saharan Africa. For a long time, low income earners lacked access to banking services 

and relied on informal lending sources to access financial resources. Yunus (1996) reports documented experiences of the 

negative perceptions banks held pertaining to doing business with poor people. However, based on counter experiences 

suggesting the possibility of profitable credit services tailor made to suit the needs of poor people, the practice of microfinance 

developed. Microfinance emerged in the 1970s as a means for promoting financial inclusion of the market segments that were 

unable to access financial services from banks. However, over time, the industry has attracted financial service providers with 

more commercial motivation and profit maximization objectives (Lahkar, Pingali & Sadhu, 2012). Although microfinance 

institutions continue to provide solutions to poor people’s needs by enhancing financial inclusion through savings and credit 

products at affordable cost, there has been a major shift from social objective to market based financial solutions (Rauf & 

Mahmood, 2009). This involves developing credit recovery strategies that minimize default. Unlike the banks that for many 

years use collateral or other forms of tangible securities to safeguard against loan default, majority of the microfinance 

institutions use innovative social network strategies such as group lending to encourage loan repayment rates.  

 

Microfinance has taken different forms leading to a variety of outcomes and varying levels of success rates in several countries 

(Shahinpoor, 2009). In the African context, microfinance institutions (MFIs) consist of diverse and geographically dispersed 

financial intermediaries that offer a wide range of savings and credit services to individuals, micro and small enterprise clients 

(Lafourcade et al., 2005). Microfinance covers the design and delivery of a wide range of financial services to low income 

groups at affordable cost (Khandakar & Rahman, 2006). The industry comprises formal and semi-formal institutions such as 

banks offering micro-credit, wholesale microfinance institutions, deposit-taking microfinance (DTM) institutions and retail 

microfinance institutions. Ahmed (2005) describes microfinance institutions as organizations that are engaged in the provision of 

a variety of financial services to the poor, based on market driven and commercial approaches. Microfinance institutions are 

found in over 85 countries in the world with the highest concentration in Latin America and East Asia (Lapenu & Zeller, 2001). 

The emergence of microfinance institutions was necessitated by the failure by commercial banks to develop financial products 

targeting the poor and the withdrawal of banking services from rural areas by multinational banks. The multinational banks 

perceived rural and low-income residential urban areas as non profitable due to the high transactions costs involved, high risk of 

loan default, weak contractual engagement and the unpredictable income flows upon which poor people are dependent (Mutua & 

Oyugi, 2006). Hence, multinational banks left a void in the financial services through the closure of branches in the rural areas in 

the early 2000 (Katwalo & Muhanji, 2014). In Kenya for example, the gap created by the neglect of poor people led to the 

introduction of microfinance institutions such as Kenya Women Finance Trust (KWFT), K-Rep Bank, Faulu Africa as well as 

microfinance services by some of the Kenyan owned commercial banks.   

 

Microfinance institutions in the current times pursue both social and commercial objectives by alleviating poverty using market 

driven and sustainable micro-lending strategies. Therefore, the success of microfinance institutions is gauged by the extent of 

their outreach. Outreach is associated with the number of people served by the microfinance institution and the range of loan size 

accessed by borrowers. Countries leading in outreach of microfinance services to customers are located in the East and are 

specifically found in Indonesia, Bangladesh, Thailand, Viet Nam, Sri Lanka and India. In addition to the vast Asia, there is high 

outreach of microfinance in more than 25 percent of the countries based in Latin America. These countries include Colombia, 

Ecuador, Bolivia, Mexico, Uruguay and Honduras. In Africa, microfinance services are dynamic and active in East Africa and 

South Africa. 
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