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INTRODUCTION 
 
Financing is one of the obstacles that face cattle farmers, along with the usual constraints of productivity, disease, and 

availability of feed. Loans are needed to finance working capital as well as for investment activities. Sources of financing that 

can be accessed by farmers can include formal and informal financing institutions. 

Formal financial institutions can be banks and the government, through grants distributed by an executing bank. The 

banking sector provides several types of loans, e.g., business and program loans. However, not all farmers can access financing, 

which is caused by several factors. These include lengthy procedures, collateral requirements, and lack of information about 

funding because farmers are often located relatively far from formal financing institutions as [3], [18], in addition to high-

interest rates as [15], low education levels, and the need for an increased role for agricultural extension agents in the distribution 

of information as [22], emphasized the lack of knowledge, inadequate credit supply, high-interest rates, and default rates as the 

primary factors hindering smallholder farmer access to credit; as [21] that unavailability of collateral securities, small loan 

amounts and delay in the release of agricultural loans were also significant challenges. Therefore, to increase farmers' 

enthusiasm for financing, the government must facilitate funding to farmers with subsidized interest rates as [16]. 

 This condition encourages farmers to look for other sources of financing besides formal institutions. Therefore, the 

existence of informal financing institutions is very necessary. One example is microfinancing institutions (MFIs), which operate 

outside the regulation and supervision of government institutions so that they are classified as informal financing institutions.  

 MFIs, according to the definition of the Asian Development Bank (ADB), are institutions that provide storage services 

(deposits), loans, payments for various service payments (payment services) and money transfers aimed at the poor and small 

entrepreneurs. In Indonesian Law No. 1 of 2013 and as [10] that MFIs are defined as financial institutions that are specifically 

established to provide business development services and community empowerment, either through loans or financing in micro-

scale businesses to members and the community, savings management, and provision of services business development 

consultations that are not solely for profit. 

Abstract 
One of the efforts made to meet the needs of meat consumption and fulfillment of animal protein in Indonesia is to 
encourage increased beef cattle breeding business. But one of the obstacles faced by farmers is the lack of capital to 
increase their business capacity. Financing from formal financial institutions is not easy because it requires collateral 
which is generally not owned by the farmers, the procedure is long and the location is relatively far from where the 
farmer lives, making it difficult for farmers to access financing from the financial institution.  Microfinance 
institutions (MFIs) in rural areas are one alternative to overcome financing constraints due to low access to formal 
financing institutions. This study aims to identify the determinants faced in the development of MFIs for farmers in 
rural areas. The research population was all members of a combined farmers group who were active in an MFIs, 
around 270 people. The number sampled was 73 people. Data collection was conducted by interviews using 
questionnaires and data collection using the Delphi method. Data were analyzed using descriptive statistics and 
quantitative descriptive analysis. The results showed that the determinants or factors that hindered the 
development of MFIs were: the ability to collect and distribute funds to its members, low member participation, 
payment of loan installments, managerial ability and commitment of the management in managing funds. MFIs need 
to receive support from the government and the community so that they can survive as an institution that can 
facilitate farmers in overcoming capital constraints at the village level. 
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 MFIs have the opportunity to grow and develop in rural areas because they have a geographical, social and cultural 

closeness with farmers. For MFIs located in rural areas, there is a personal relationship between farmers and MFIs managers, 

who understand the culture and character of the community so that it is possible to grow in rural areas strongly. Trust and simple 

procedures provide space for farmers to utilize MFIs. 

 There are several examples of MFIs developing in Indonesia, especially in sub-districts and rural areas. The names of 

these MFIs are often named according to their respective regions such as the Village Credit Agency (Badan Kredit desa/BKD) in 

East Java, Central Java, Yogyakarta, and West Java; Village Credit Institutions (Lembaga Perkreditan Desa/LPD) in Bali, Rural 

Credit Business Entities (Badan usaha Kredit Pedesaan/BUKP) in Yogyakarta, Small Business Financing Institutions (Lembaga 

Pembiayaaan Usaha Kecil/LPUK) in South Kalimantan, Rural Credit Institutions (Lembaga Kredit Pedesaan/LKP) in West 

Nusa Tenggara, Subdistrict Credit Institutions (Lembaga Kredit Kecamatan/LKK in Aceh, Baitul Maal wat Tamwil (BMT) in 

almost all regions of Indonesia as [1]. Especially in South Sulawesi, this BMT has developed quite rapidly.  

 In South Sulawesi, Indonesia also developed an Agribusiness Micro Finance Institution, which is a financial institution 

at the farm level coordinated by the combinations of farmers groups, the recipient of the Society's Public Aid for Agribusiness 

Development in Rural Areas. This program is based on government policy through the Ministry of Agriculture in 2008 

concerning Agribusiness Development in Rural Areas. It refers to the basic pattern stipulated in the Minister of Agriculture 

Regulation No.16/Permentan/OT.140/3/2009 and refined as [11] through the Minister of Agriculture Regulation 

No.06/Permentan/OT.140/ 2/2015 concerning General Guidelines for the Development of Rural Agribusiness Enterprises 

namely education and training for business development, assistance and provision of business capital assistance facilities to 

farmers coordinated by the combined farmers groups. 

     After their initial development, some MFIs have survived, but not infrequently many MFIs are found to be 

unsustainable, even though the funding goal is perfect, especially if its formation is from and by its members. This also applies 

in the area of South Sulawesi. There has been a positive response from farmers to the existence of MFIs in rural areas because 

the requirements and procedures were easy and helped overcome the financing constraints for farmers. Funds obtained by 

breeders from MFIs then their utilization depends on the farmers' needs themselves, for example: buying seeds, repairing cages, 

or buying animal feed. Generally, these funds are intended to finance operational needs, not just for investment. One factor is 

that the amount of funds that can be obtained from MFIs is not too large. The reason is that it needs to pay attention to other 

MFIs members who need funds. So even though the number is not relatively large, it can meet the needs of more members of the 

MFIs.   

 Whereas quite some previous studies explained that MFIs at the village level play a role in encouraging the 

strengthening of livestock farmer group institutions in rural areas and alleviating poverty as [4], [12] explained that credit 

beneficiaries (CB) in microfinance institutions have high agricultural productivity compared to non-credit beneficiaries (NBCs). 

[24] revealed that MFIs services had addressed the needs of rural agriculture and yield a positive impact on their livelihood.  

 One of the benefits of a microfinance institution is that it can solve the problem of financing for farmers. But 

apparently, not all MFIs in rural areas can survive as [5]. There are some obstacles faced by these MFIs, which inhibits growth in 

rural areas. The research aimed to explore the obstacles to the development of MFIs in rural areas, especially for beef cattle 

farmers. This research is essential because the MFIs play a role but on the other hand, some of them do not survive. This is the 

background of this study.  

 

METHODS 

This research was conducted in Sinjai regency. This area was determined purposively because in this area there are 

Agribusiness Microfinance Institutions which still exist today. The subject of the study was a member of the farmer's group 

combination that used the Agribusiness Microfinance Institution in their area. The study population was taken from all beef 

cattle farmers in East Sinjai District; in this area, there was two farmers group combination who were very active and continued 

the activities of MFIs that had been formed before even though the Rural Agribusiness Development Fund was gone. The 

number of members was 140 people in Patalasang Village and 130 people in Biroro Village, so the total population was 270 

people. Sampling using the Slovin formula as [25], namely: 

n = 
 

      
 

where: n = number of samples, N = number of population,    = preparation (the allowance is set at 10%).  

 The proper number of samples was 73 people using this formula. The sample used in this study was 73 farmers. The 

number of samples in each village needed is: 

a. Patalassang Village = 
   

   
 x 73 = 38 people 

 

b. Biroro Village         = 
   

   
 x 73 = 35 people 

 

 Determination of the sample used a simple random sampling method where the sample is taken randomly by drawing 

the name of the selected farmer. Exploratory methods were also used to explore in-depth the obstacles faced by the farmer group 

combination. Interviews with the board of the farmer's group combination were conducted for two resource persons, namely the 

Chair and Secretary of farmers group combination. Interviews with members of livestock farmer groups were carried out to 8 

people each, of 5 men and three women. 
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 Data were analyzed using descriptive statistics and quantitative descriptive analysis. The Delphi method was used in 

data collection in this study. This method uses a series of questionnaires. In the first phase, the questionnaire was made in an 

open format submitted to explore the problems faced in the development of microfinance institutions in rural areas. Respondents 

were given the freedom to write down the inhibiting factors for the development of the MFI. At this stage, as much information 

is collected as possible from the respondent group.  

 The second questionnaire was conducted semi-openly and was given to respondents who had answered the 

questionnaire at the first stage to check whether there were significant disagreements between groups of respondents. In this 

case, the respondent is only given the opportunity to choose the answers that have been prepared from the results of the first 

questionnaire. Based on these choices, the respondent determines the answer about which factor is the most influential given the 

value of 1 and the least influential is given a score of 5. The same applies to the next questionnaire so that the simplification of 

the factors that most influence the development of MFIs in rural areas according to each score. Descriptive analysis based on 

inhibiting factors for the development of MFIs that are assisted by using the Delphi method as [13], [17]. 

 

RESULTS 

Respondent Demographics 
The research questionnaire was aimed at 73 people who were willing to fill out the survey. Respondents' demographics can be 

seen in Table 1. 

 

Table 1. Respondents Demographics 

Demography 

 

 Attribute Percentage (%) 

Sex Male  97.26 

 Female 2.74 

Age (years)  20 – 30  28.77 

 31 – 40  27.39 

 41 – 50  30.14 

 51 – 60  12.33 

 61 – 70  1.37 

Education No graduate elementary school 9.59 

 Elementary school 19.18 

 Junior high school 21.92 

 Senior high school 39.73 

 Bachelor 9.59 

Farm experience (years) 3 – 12  

13 – 22 

34.25 

50.68 

 23 – 32  12.33 

 33 – 42  2.74 

 

Most respondents in this study were male. This is related to raising cattle in the area carried out by men. This is because raising 

cattle requires strong energy such as taking forage to provide food with every day, herding, and even cleaning the cattle. If seen 

from the age of the respondents, they were dominated by generations 41-50 years, 20-30 years and 31-40 years, respectively 

30.14%, 28.77% and 27.39%. Therefore it can be said that the majority of respondents are in productive age, so they are very 

supportive of the continuity of beef cattle farming. The level of education of respondents was already quite high because most of 

them graduated from high school and junior high school. These conditions strongly support the ability of group members and 

influence the managerial skills of members and administrators of microfinance institutions. Respondents in this study have a 

relatively long breeding experience because generally, they have been breeding between 13 and 22 years. This condition also 

supports the management of the livestock business that is carried out, and the experience of livestock will affect their skills in 

raising livestock. 

The Obstacles against Agribusiness Micro Finance Institutions in Rural Area 

There are three stages of data collected to identify factors that inhibit the development of Micro Finance Institutions in beef 

cattle farming in the research area. The first phase is using a questionnaire with an open question format, where respondents 

were given the freedom to write down some obstacles that inhibited development. 

     In the first phase, seven factors were obtained, namely: the level of education of members and MFIs management, the 

commitment of management in managing funds, the participation of members, ability to collect and distribute funds to members 

of farmers group, loan instalment payments, the managerial expertise of management, and market access and information. 

 Then in the second stage, from the seven factors that have been identified, the respondents then assessed as to what 

according to them is the most inhibiting development of Microfinance Institutions in rural areas. Factors that are considered to 

be the most influential are given the smallest value of one and the least influential given the highest score. The assessment given 

is then sorted based on the score that each factor has as shown in Table 2. 
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Table 2. Second Stage Value Score Regarding Inhibiting Factors Development of  Microfinance Institutions in Rural 

Areas 

No Inhibiting factors Assessment 

Score Value 

1. Level of education of members and MFIs management 394 2 

2. The commitment of MFIs management in managing funds 360 3 

3. Participation of MFIs members  228 6 

4. Ability to collect and distribute funds 166 7 

5. Payment of loan instalments 247 5 

6. MFIs management managerial ability 252 4 

7. Market access and information 397 1 

 

Based on the assessment in the second stage, the third stage is proceeded to by giving 5 predetermined answer 

categories, namely the most influential 1 and 5 for the less influential. From the answers and judgments given, several factors 

were inhibited to develop the MFIs, as shown in Table 3. 

 

Table 3. Third Stage Value Score Regarding Inhibiting Factors Development of  Micro Finance Institutions in Rural 

Areas 

No Inhibiting factors Assessment 

Score Value 

1. The commitment of MFIs management in managing funds 286 1 

2. MFIs management managerial ability 232 2 

3. Payment of loan instalments 215 3 

4. Participation of MFIs members 205 4 

5. Ability to collect and distribute funds 159 5 

 

There were five obstacles to the success of the Micro Finance Institution had identified in this study. The first was the 

commitment of the MFIs board in managing funds. Not infrequently there is also a person who does not distribute funds in 

microfinance institutions by the designation, for example, spending the funds to finance activities outside of the cattle breeding 

business that is run. This can be a cause of MFIs not being sustainable. Therefore, group administrators must have a sense of 

responsibility and good character so that they can avoid these things happening. Also, there needs to be a change in mindset for 

farmers who consider that if there is assistance from the government, it does not need to be returned. As [14] stated that the 

wrong understanding of the funds given to farmers was considered as assistance that did not need to be returned. 

 The second was the managerial ability of the MFIs committee. The success of an MFIs is also determined by the 

administrative ability of management regarding managing institutional activities, managing funds and maintaining relationships 

with members. The background and level of education greatly influence this managerial ability. The level of education supports 

the ability to communicate, the ability to manage the organization and make good financial records. As [20] that the factors that 

influence the efficiency of agribusiness microfinance institutions are the level of education of managers, age, service time and 

the number of managers. 

 The third was the payment of loan instalments. Continuity in paying loan instalments will affect the ability of capital 

from agribusiness microfinance institutions. The causes also vary because they have experienced disasters such as livestock 

being stolen or dead but some for unclear reasons. The number of funds lent was IDR 5,000,000 to IDR 7,000,000.00 per 

member. Aside from being in the form of money, it can also be in the form of 1 head of cattle, which is equivalent to the 

maximum amount of funds that can be borrowed. The interest rate charged to members is 1.5% per year. The smoothness in 

repaying loans greatly determines the success rate of microfinance institutions in rural areas. 

 The fourth was the participation of MFIs members. This one was very important because more and more people were 

involved, this shows the activeness of the institution. This also affects the ability and availability of capital in the inst itution. 

Therefore, the full participation of members is expected. This can be illustrated if group members only use MFIs when they need 

funds but are not followed by any regularity in depositing mandatory savings and principal savings. This will reduce the ability 

of MFIs to serve other members who need loans. Also, high farmer involvement in the object of research is because the 

microfinance institution has provided evidence that it can be used as a place to obtain loans even with a small platform. This is in 

line with [19] stated, that the loan model offered by financial providers will influence farmers' participation in accessing capital. 

 The last one was the ability to collect and distribute funds. This is related to the authority possessed by an MFIs that 

may not raise funds outside of its members. In addition to funds obtained from development in rural areas that have been 

obtained previously, the source of funds is also sourced from its members in the form of principal savings, mandatory savings 

and voluntary savings. The greater the amount of savings provided by its members, the higher the ability and availability of 

funds. This matter will have an impact on the ability to channel funds depending on the availability of the MFIs cash funding. 

This, of course, will have an impact on the ability to direct funds a great deal. This is according to [23] that one of the 

operational constraints faced by MFIs is the ability and magnitude of capital depending on the number of members and the 

masses that are owned, thus influencing the development of the microfinance institution. 
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 MFIs have great potential in distributing funds to farmers because they are more accessible to farmers because they 

are in rural areas. The amount of capital needed by farmers is generally not large so that it is in line with the ability to finance 

microfinance institutions. The relationship between farmers as members of farmer groups is close to the management of MFIs so 

that there is trust in each other. This is in line with [2] that MFIs were easily accessible to farmers because they are generally 

located in rural areas. Also, the process is not long, less credit need were characteristics of the farm so that they are in line with 

the financial capability of the MFIs, the timeliness of the location is close, and there were social-cultural linkages and personal-

emotional relationships that could reduce moral hazard in credit repayments. 

 Therefore, factors that are considered as obstacles need to be minimized to strengthen the role of microfinance 

institutions especially in alleviating poverty in the rural area as [9]. Strong microfinance institutions will have a positive impact 

on the development of micro-enterprises in all areas. 

 

CONCLUSION 

 Some of the obstacles faced in the development of microfinance institutions in rural areas are the ability to collect 

and channel funds from and for its members, participation of members, smooth payment of loan instalments, the managerial 

ability of management and commitment of the management in managing funds. Therefore, factors that are considered as 

obstacles need to be minimized to strengthen the role of microfinance institutions in rural areas, especially in alleviating poverty. 
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