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ABSTRACT

Microfinance is believed as one of tools in alleviating poverty. However, recent studies indicated that the bottom of pyramid of the poor still could not reach the benefit of microfinance. According to Deubeul (2003) the absence of cultural aspects in development is believed as a reason why microfinance still exclusive to poorest of the poor. Dominantly, microfinance institutions (MFIs) adopted the micro-banking model of operation while in many cases lower group of people could not fulfill the requirements by these models as the institution has lack of flexibilities in accordance to the cultural diversities of the people, particularly in rural area. 

This paper attempts to formulate inclusive microfinance model based on the integration of local culture and microfinance institution from the view of the people. Using structural and non structural interview with local people from various profession in 3 villages of Subang (West Java Province), Karangasem (Bali Province), and Pesisir Selatan-Padang (West Sumatra Province), the data is analyzed through descriptive quantitative approach. 

The results revealed that the microfinance scheme should be integrated with the local people and culture in order to make its role more inclusive and effective. The involvement of local people who are more understanding the livelihood and behavior of people in the community is required in building more inclusive MFIs. 
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INTRODUCTION
The role of microfinance in poverty alleviation in the community has gain positive results. Research conducted by Chowdhury (1996) as cited by Obaidulah (2008) and also by Hulme and Mosley (1996) describe how successful microfinance in improving economic condition of the society. Their research shown that microfinance could increase revenue by 30% of users in compare to those who were not using the services. Furthermore, similar research in Indonesia by Brower and Dijkema (2002), SMERU (2005), and Rachmat et.al (2006),  shown also positive role of microfinance in poverty alleviation and empowerment of micro and small enterprises.  
Although microfinance has given positive impact in the development, criticism of the role of microfinance in a society can not be ignored. The problem faced by MFIs is the lack of awareness regarding local cultural values.  Woodley et. al (2006) mentioned the example of development planning that neglect the local cultural values, impact in the limitation roles that MFIs could play. According to them, since the socio-geographical conditions of each sector are different, the cultural characteristics and  the approach can not be generalized. Their research also supported by Deubel (2003) and Phlong (2009). Their studies also shown that cultural factors are  very important in implementing  microfinance. 
Understanding local culture requires not only consideration from the perspective of the managers of MFIs, but also from the user of MFI in the society. MFI need to consider not only about bankable-non bankable factors of its clients, but also cultural aspects of the management of MFI. This is summarized by Loeffelman (2010) who stated that understanding local culture is very crucial for MFIs. He also mentioned that gender dimension in microfinance play an important role for the successful of project’s development. The inclusion of cultural aspects in microfinance will support the services of MFI as well as their sustainability. 
This paper mainly attempts to answer the criticism by Woodley et.al (2006) by integrating culture in microfinance. An exploratory study on the development and practices of microfinance, particularly in rural areas of West Java, Bali, and West Sumatra. Specifically, this study tries to further investigate the works by Deubel (2003) and Phlong (2009), including the criticism by Bateman (2010) and Loeffelman (2010). This paper will focuses on the role of microfinance in poverty reduction and SMEs empowerment in Indonesia by the integration of local culture with microfinance. 
LITERATURE REVIEW
It has been widely admitted that microfinance has been used in alleviating poverty. Some positive impacts as explained by Chowdhury (1996) in Obaidullah (2008), Hulme and Mosley (1996), Brower and Dijkema (2002), SMERU (2005) and Rachmat et. al (2006) shown that the role of microfinance are empirically contributed to the development of the society. 

Despite of the facts that microfinance has successful stories, however, criticism to microfinance cannot be neglected. Some of the criticism are on the limitation of access by poorest of the poor, inflexibilities of clients in doing transaction with MFI, and inability of clients to repay back the loan based on periodical installment. One of the reasons that lead to this criticism is that MFI has lack of local culture awareness. Woodley et.al (2006) underline that most of development planners always try to reduce the gap between rich and poor, however they tend to ignore the life system of local community. As the result, MFIs did not take cultural aspects into its consideration. Studies conducted by Deubel (2003), and Phlong (2009) revealed that cultural factors, including the local culture are important aspect to be considered in micro finance implementation. Thus, people in different region are supposed to be handled differently, regarding its values, habits, ways of life, and beliefs. Neglecting local culture in society results in the failure of MFI in achieving their objectives: their sustainability as well as supporting the poor to become independently active. Bateman (2010) stated that, the absence of understanding cultural diversities by MFI would not lead to ineffective of microfinance practices in poverty alleviation as well as micro and small enterprises. Bateman highlighted that “the necessity for studying and learning from the successes enjoyed by other local financial systems and heterodox local microfinance models”.
Cultural factors, concept, and practices therefore need to be addressed, particularly in the relation to microfinance roles in development. Kohls and Wederspahn defined culture as shared values ​​of a society. They defined culture as an integrated system of learned behavior patterns that are characterised the members of any given society. Culture refers to the total way of life for a particular group of people. It includes [what] a group of people thinks, says, does and makes-its customs, language, material artifacts and shared systems of attitudes and feelings.  According to this the definition, cultural factors and practices in agriculture areas would definitely differ from those who are stay in coastal area. In practice, Culture adopted by farmers is not similar to culture of fisherman, traders or government officials for instance. As a consequence, the consumption and repayment pattern of each community certainly cannot be generalized, which is often overlooked by MFIs. Most of the time, the MFI  consider more on the technical aspects of finance and banking.
In contrast with Kohls and Wederpahn who define culture in broader scoupe, Leonard (2010) defined culture as an institutional’s culture. According to him culture is a system of shared meaning held by members that distinguishes the organization from other organizations. Based on this definition, implementation of different kind of financial institution, such as: credit union institution (lembaga perkreditan), village Bank (Bank Desa), Rice Bank (Bank Lumbung) should be adapted with its own culture. 

This study tries to answer the criticism of Woodley (2006), by looking at the local culture aspects on the integration of microfinance, in order to increase the role of microfinance in poverty alleviation and SME empowerment in Indonesia. Internal and external cultural aspects of MFI are examined in local community to get the understanding how local culture integrated with microfinance. Internal culture of MFIs generally related to demographic and geographical aspects. For instance, the level of micro finance institution, demographic, gender, leadership and others are among the exterlal factors of culture. As for the external aspects, such as: geographical aspects are something related to the location of MFIs operation.

The following chart shown us how internal and cultural aspects affect and be affected by microfinance. Both cultural aspects of MFI determine the outreach of MFI as well as their sustainability. As illustrated in the following picture, we could see how cultural aspects related to microfinance. 











Figure-1
Cultural aspect of microfinance institution 
It could be explained that a client who work as farmers (demographic) would have different geographical characteristics compare to those are traders or proably fishermans. The ability to pay of the trader in town are probably not the same as a fisherman who lived on the waterfront. Socio-demographic and geographic are  significant in optimizing microfinance in poverty alleviation and empowerment of small and micro enterprises.  Payment ability of the farmers, with three months harvest cycle, have the ability at least every three months, while trader could pay daily, because they earn every day. So, in order to alleviate poverty and empowerment of micro-small entreprises, the flexibilty strategy with cultural based should be used. As a result, in optimizing the role of microfinancing, cultural consciousness  are needed.
   What cultural aspects need to be considered by MFIs? Leonard (2010) and Hofstede (1984), Lewis (1998) and Misbach (2009) stated that, at least there are several cultural aspects that can be identified before microfinance based on culture model created, as follows:

1. Internal Culture; includes organization culture, institutions ability of product innovation and impact analysis of MFIs.

2. External culture; includes client and ethnic groups, clients profession, cultural geographic, and business environment.

By identifying cultural factors, managers of MFIs would be more culturally sensitive, so that public services will take habits and demands of the society in which MFIs operate into their consideration. Moreover, the managers supposed to be trained not only in financial aspects, but also in social, anthropology, mass communication.
RESEARCH MetHOD 


The study is conducted using mixed method (quantitative and qualitative) to confirm the conclusion based on survey (quantitative) and participants' views on observations (qualitative). Qualitative method is conducted by the non-participatory observation and interviews to ensure unbiased data, whereas quantitative method is conducted through survey to MFIs as well as individual and micro and small entrepreneur.  


The data is collected with mixed methods (quantitative and qualitative) using questionnaires and in-depth interviews. Research dimensions, such as clients, ethnicities, and internal culture, are the identified factors. Mixed methods were used to examine MFIs cultural variables. These variables are divided into 2 sub-cultural variables, internal and external in which each sub variable has its own dimensions to be measured. The dimensions can be illustrated as follow:      





     This study employs cluster sampling, in which  samples are obtained from the three observed areas.  The three area sampleas are Mayangan Village of Subang (West Java), Karang Asem of Bali, and Pesisir Selatan of West Sumatra. Number of sample of individual microfinance clients is 120, consisting of 40 samples each observed province, and equally derived from 4 fields of profession, i.e., farming, fishery, trade, and other services. In addition, this study also conducts survey on 24 MFIs, i.e., Baitul Maal wat Tamwil /BMT (6 units), Rural Bank /BPR (6 units), Sharia Rural Banks /BPRS (6 units), Sub-district credit institution/ Lembaga Perkreditan Kecamatan/LPK, cooperative institution, and other local institutions (6 units).
RESULTS AND DISCUSSION
Descriptive Analysis on Socio-Demography Factors 
Majority of respondents were married (Subang 89.19%, Karangasem-Bali  97.5%, Pesisir Selatan-Padang 91.49%) therefore we could pressume that majority of respondents are rational economic actors.  In terms of their occupations 27% of respondents from Subang are traders whereas 13.51% are  housewives, 21.62% are fishermen, 13.51% are farmers and 24.32 are representing other professions. Traders, fishermen, farmers and other services are also major occupations in Pesisir Selatan of West Sumatra and Karangasem of Bali. 
In terms of educational background, 70% of respondents from Subang are only achieved primary school, while in Karangasem-Bali majority of respondents achieved junior high school (45%) , wehereas in Pesisir Selatan of West Sumatra, the majority of respondents were completed their senior high school. 

In terms of decision makers, father is dominantly a decision maker in the family in all three sample areas, although there are small number of respondents stated mother as a decision maker. Some respondents from Subang also shown that decision makers are both fathers and mothers, even children. 
The ability of family in saving is relatively low. The respondents shown that those who could save their money and not are nearly equal. This fact is somehow understandable considering that on average their income level are still low.  
In terms of house ownership, most of respondents already have their own house, especially in Subang, although some of them are have not or still rent a houose for living. Most of houses lived by respondents in Karangasem-Bali are inherited from their family. 
In each region the average number of family dependants is between 1 to 4,  some above 5 even at Karangasem-Bali and Pesisir Selatan-Padang are between 7 and more.  In Pesisir Selatan-Padang and Subang almost all the respondents have loan to different institutions, whereas in Karangasem-Bali  no one has it. Usually loans are for business and only small portion use for personal purposes. Sources for loan are varies, in Subang majority sourced are from BRI and Informal Banks, while in Pesisir Selatan-Padang obtain from cooperatives, rural banks (BPR), pawn shop (pegadaian), and also Bakul or Informal Type of Credit Institutions.
Advocator Economic Behavior 
One of respondents that are observed by authors is MFI advocator. MFI advoator play as an intermediary support between microfinance institutions and microfinance clients. The main functions of these advocators are to ensure that the clients understand rules of dealing with microfinance institutions, and to advocate them in how to make usage the money wisely. These roles will help MFI to ensure that the ability of repayment by the clients could be achieved. 

Results relate to advocator shows that, ​​Bali do not have it since the role of microfinance institutions has been integrated with village institutions such as Pakraman. Therefore, the village institutions play an important role in the development of Bali people. This figure is contrast in compare with Pesisir Selatan of West Sumatra and Subang of West Java. The reasons of not using advocator are: (a) Location of the MFIs, such as cooperative, BPRs or banking branch is close to the community, (b) the MFIs have their own employee who handle communication with the society and sometimes they visiting their house or public gathering place (c) people do not need to spend additional funds for the activities relates to MFIs. Although there is no rule regarding the advocator, but in practice, people often have to spend additional funds for them. So, at the end the use of advocator seems to be un-important. Nevertheless, in ​​Subang and Pesisir Selatan-Padang, technical assistants still retained. This can be seen from its jobs, such as National Program for People Empowerment (PNPM) and community leader, PKH, Kader Posyandu that has public service duty to assist the society in optimizing the micro economic institution existence. In general, in these two areas of research, the advocator is quite knowledgeable regarding micro finance institution. They are helping the society in solving their problems related to micro finance institutions. Late payment, do not pay the compulsory saving account, required savings, installment payments are not on time, ask for tolerance when payments are some of the problems often faced by the advocator. A more complete picture of activities of this advocator, including the problems faced in the research area of ​​Subang and Pesisir Selatan-Padang  can be seen at the following table:
Table 1 
Advocator in Subang
1. SUBANG (advocator)

	Job
	Type of Training
	Microfinance knowledge
	Expenses/

month
	Saving
	Spending  time 
	Problems

	Head of PNPM Mayangan-Subang
	1. village society empowerment cadres
2. operational PNPM

3. work group health and education training 

4. village finacial assets
	know
	50.000 /day
	500 rb - 1 millions
	3 - 4 hours/day
	Community  missunderstading of advocaters


	village Group head 
PPKH
	Counselling cadres
	Moderately know
	
	N/A
	1-2 hours / day
	1. lazy to save
2. borrowed > save
3. difficult to pay
4. payment mentality

	Group head PKH

Pos Yandu cadres/Household health centre  cadres
	1. Cadres for Integrated Health Service Center for Infant Family Care
2. Cadres for Integrated Health Service Center for Seniors Family Care
3. Others
	Moderately know
	
	
	2-3 hour / months/formal
anytime/informal

	1. malnutrition kid
2. negative perception of the institution/thinking they use the money



2. KARANGASEM-BALI (no advocator)
3. PESISIR SELATAN-PADANG (advocator)
Table 2 
Advocator in Pesisir Selatan-Padang
	Job
	Type of Training
	Microfinance knowledge
	Expenses/

month
	Saving/each member/idr
	Spending  time /day
	Problems

	Head of PNPM Desa group
	1. PNPM

2. integrated service cadres
	Know
 
	50.000
 
	5.000/months 

 
	1-2 hours
 
	Late isntalment payment, cause low economic conditions and no compulsary saving payment 

	Head of
PNPM Desa
	Cadres couselling
 
	Moderately know
	40.000
 
	10.000/month
 
	1-2 hours
 
	1. late payment
2. member not pay full compulsary saving

	Head of  PNPM


	integrated service cadre
	Moderately know 
	20.000
 
	5.000/months
 
	1-2 hours
 
	1. late payment
2. member not pay compulsary saving

	Head of PNPM


	PNPM
	Know micro adminitration
	30.000
	5.000/months
	1-2 hours
	1. asking tolerance for payment
2. no compulsary saving payment

	Head of PNPM
	microfinance PNPM 
	Moderately know
	40.000
	5.000/months
	1-2 hours
	Late payment while paying to kecamatan have to be on time

	Head of Workgroup PKK
	Microfinance 
PKK cadres
	Moderately know
	30.000
	5.000/monts
	1-2 hours
	Late payment

The Head of group has to cover it first

	Bamus Nagari
	SPP and PKK group
	Know daily book cash,credits, guest and meeting resume
	30.000 
	5000/months
	1-2 hours
	1. late payment
2. unsmooth administration

	 
	Microfinance management  cadres
	know
	30.000 
	5000 / months
	1-2 hours
	Late payment


MFIs Characteristics 
Sample of MFIs selected in Subang were: BRI Unit Desa (village unit), KUD (village credit unit) Mayangan-Subang. Bank keliling (mobile banking) Badan Kredit Desa (Village Credit institution), and BPR LPK (Rural Bank at Sub District Level), which provide business loans ranging from 500 thousand to 30 million rupiah.  Payment schedule are varied among different institutions. It is usually based on the agreement and the abilities between the clients and MFIs. The repayment period could be daily, weekly, monthly, or depend on the harvest season or business cycles. Moreover, the payment or debt collection could be conducted by the advocator or submitted by the clients themselves. The research’s result also reveals that only 20% of the respondents pay on time. This condition is as a result of natural conditions and disasters and from their business activities. An overview of the characteristics of micro finance in the study area could be seen at table 3 and 4 of our attachment.
Cultural Aspects Analysis.

This section addresses the analysis of  internal and external cultural aspects of  MFIs in three research area, using Hofstede, Loefelman, and Lewis framework as follows:


a. There is  clear distinction between Karangasem-Bali and Mayangan-Subang Pesisir Selatan-Padang organization culture. People in Karangasem-Bali 100% do not consider there is any significant problems institutionally while in Subang and Padang various issues raised by the respondents. Although in all three areas of research, amount of credit is mostly determined by the head of MFIs, in Pesisir Selatan-Padang this seen as problem, not in Bali and Subang. Biggest issue relates to very complicated procedure, in Mayangan-Subang (24.32%), Pesisir Selatan-Padang (17.02%) and not a problem in Karangasem-Bali. According to Siebel (2008), the role of micro-finance institutions owned by the village (pakraman) and lead by parajuru and bendesa is the important factor of successful implementation of microfinance in Karangasem-Bali. This kind of leadership is not owned by Mayangan-Subang or Pesisir Selatan-Padang Sumatera Barat.  However, in Subang, there is implementation of local informal finance as andilan apparently relied heavily on informal leadership of Mr. Garfu. He is the motor of Andilan mechanism ( a type of informal  microfinance based on mutual support) and its benefit the community. But when he is past away, people tend to move using the  informal institutions such as mobile banking (bank keliling). From gender perspective, it shows that gender have important roles in microfinancing the community. Credit offer and collection conducted by Bank keliling (mobile banking) in supply of loans as well Mayangan-Subang as an example, is based on the relationship between the Bank and the wife,  the father was not involved to much in this process. The same conditions apply in Cimanglid Subang.  In fact, mother’s role in obtaining as well as paying the debt is very dominant.  As a result of interviews conducted with Rosmalia, the manager of the informal MFIs with 600 families as clients, said that women or mothers is much more managable and  responsible with the loan finances and paying the debt.
b. Relates to microfinance products offered, generally respondents in all research areas shows, that they do not concern with the type of product, but focus on the benefits that can help financing teir economic activity. However, when it seen from the input relates to refund deadline, un complicated procedure, payment scheduled, it appears that variaety of products  becoming important. For example, farmers who usually earn every 4 to 6 months, were adjusted to that time, hoping that they can pay it back. It was proved successfull for BRI Unit Desa in Mayangan-Subang. After the flood ROB  (huge flood in Northern Area of Subang) in the area, MFIs faced a dilemma regarding providing loans assurance, because of the possibilty of payback obligations. Providing collateral as the requirements, would impacted the ability of the community to get the financial credits. That is why BRI's Unit Desa implemented a flexible payment in their services to reach the accessibility of people and this strategy was proved to be effective.  This approach also similarly supported by the respondents from Pesisir Selatan-Padang.
c. From the analysis of the micro finance delivery impact, Karangasem-Bali got the best impact, followed by Mayangan-Subang and last is Pesisir Selatan-Padang. This is in line with the conclusions stated by Seubel (2008) regarding Pakraman support in implementing microfinance LPD’s operation was suscessful, because the society affraid of tradition (adat) penalty, roles of panjuru desa and bendesa. Similarly, the implementation was similar in Mayangan-Subang with the informal leaders role, as well as the integration Lumbuang Pitian Nagari in Pesisir Selatan-Padang. This evident supported by respondent in Karangasem-Bali, which stated that there are no problem with microfinancing in their area, in contrast with Mayangan-Subang and Pesisir Selatan-Padang. Moreover, relates to the respondents associated with debt-collector, people in Karangasem-Bali have never experienced with any pressure with them, while in Mayangan-Subang, 5.41% of respondents have experienced it, whereas in Pesisir Selatan-Padang is only 6, 38% experienced on it. 
External cultural dimensions/ institutional culture of microfinance in three sample areas, can be analyzed as follows:



From the data obtained, the analysis of external culture in research area of the sample can be described as follows:

a. From the perspective of the client, the client group is limited to small groups and especially individuals. This is because the target of microfinance funding is individuals and small or micro-scale economic activity. In Mayangan-Subang, BRI Unit Desa provide financial support to fishermen auction activity as well as individual clients.  KUD helping BRI in delivering the funds, this is very efficient way for catching individual client due to the cost that have to spend. Bank keliling (mobile banking) knowing the customer needs, they could promote as well as collect the payment. So that is why, majority of the community prefer to deal with them. This does not mean that Bank keliling (mobile banking) is getting more trust compare to BRI Unit Desa, but because of the simple procedures, cost and payment system that bank keliling (mobile banking) offer. Although the interest is usually higher, but the inter personal relation that really matter.  However, this phenomenon is different from what has happened in Karangasem-Bali , where Pakraman become the dominant factor in the implementation of microfinance.  Pakraman have strong attachment to the community, so that group approach become more effective than Bank  Keliling in Subang. 

b. In terms of ethnicity, it appears that there are income differences in three sample areas, including between indigenous and non-indigenous. In Karangasem-Bali, the attachment to Pakraman is so strong, so that the effectiveness of microfinance activities can be achieved by involving Pakraman institutions in financing and payment mechanisms. Referring to Srinitas (2010) microfinance model, in Karangasem-Bali it is more appropriately to use  Community Banking models than in Mayangan-Subang which more appropriate in using Cooperatives and especially Individual model. The approach is not quite clear in Pesisir Selatan-Padang, except from micro institutional treatment of immigrants or non-immigrants status.  This happen because of the tought that immigrants is not a permannet residence, so that the character as well as collateral in the credit requirement probably difficult to analysed.  So that financing proces is gradually given from the smallest to the highest amount untill they performing well. Differently, in Mayangan-Subang, especially after the great flood (ROB) in the region, gradual loan are applied by BRI Unit due to physical collateral that can not be considered because its has low and unproductive values. The phenomenon is not happened in Karangasem-Bali where all issues concerning trust and assurance of the institution is fully based on the attachment to Pakraman.

c. From geographic cultural aspects, it was quite different between those people who live in the area close to the beach with off shore. Besides Mayangan-Subang, researchers also conduct comparative study with other villages area of ​​Subang, which is Cimanglid, located at the mountainous areas (high land), different with Mayangan-Subang which is facing the Java Sea (low-land). The most interesting thing is the behavior of mutual help mechanism that is still very strong compared with people in Mayangan-Subang. From the interview with the community leader of the village, mutual help mechanism could be described in an example, when one member of the community does not have a house, the surrounding community seeks to help build the house by way of contributing materials needed. Members of the public who own the land, cement, bricks, etc. will give it to the homeless members, then they determining the time to build the house, and voluntarily they building it together.  This included the wives, who helped to cook food for the volunteers who built the house. That is why, in Cimanglid the average time of buiding the house is only 3 weeks. On the contrary, in Mayangan-Subang, although flooding  occurred more than 5 years ago, people do not seem to do something to rebuild the region. Some move from fishing to be a trader or work as a TKI in other coutries. The desire from the community to rebuild by waiting for external intervention. This the fact that led to the different in implementating microfinance in Mayangan-Subang and  Cimanglid. So that,  role of the Bank keliling (mobile banking) and BRI Unit Desa in Mayangan-Subang quite dominant, not in Cimanglid Subang. Almost 100 percent of the people in Cimanglid are  not dealing with Bank, although there are still several people deal with bank usually enterpreneur. According Ms. Rosemalia, one of the community leaders there, she was worried if the bank start to get in the village, it will relieve mutual help mechanism culture in the community. So, it can be concluded that the mutual help mechanism behavior is stronger in mountains (high land) compared to coastal communities (low land). If this phenomenon expanded, perhaps it will also be found different facts and poverty phenomenon between urban and rural community, so that the approach to microfinance in different regions is necessary.
d. From the aspect of the business environment in all three sample areas, it appears that in Mayangan-Subang greatly influenced by external environment compared to Pesisir Selatan-Padang and Karangasem-Bali. Floods in Mayangan-Subang always appear as the respondents reasons to their economic conditions. It is different from Karangasem-Bali, no matter what happens in the external environment, Pakraman will be the ones who help to solve their problems. Similar with Pesisir Selatan-Padang  where the role of nagari is very strong, but institutionally it was not running anymore, regarding the new banking policy in Indonesia, in 1998, that prohibits informal institutions to conduct banking activities. However, in Bali, different things was happened, they gain special regulations to carry out 'banking' activity  with the name of LPD (Village Credit Institutions ) that integrated with Pakraman institutions. Actually with Bali example,  Pesisir Selatan-Padang, in West Sumatra could also tried to integrated nagari institution with microfinance that has been exemplified by Lumbuang Pitiah Nagari. This is in line with what was proposed by Saad Zuhri Basa (2001) on the revitalization of the institution Pitiah Lumbuang Nagari which the implementation has similarities with the LPD in Bali. However, because of the attachment of people in West Sumatra and West Java in general is not as strong as the people in Bali, the integration process is not easy to do. That is why, government's involvement in the regulation of microfinance in Mayangan-Subang and Pesisir Selatan-Padang are stronger than Karangasem-Bali. Regulations regarding microfinance in Karangasem-Bali need to be integrated with Pakraman institution, while in Mayangan-Subang just follow the formal and informal institutions which exist there. For the people in Mayangan-Subang who have job and fixed income, they are more likely to follow the regulations set by the formal banking system such as by the BRI Unit Desa. But for the fishermen they are more likely to fit with the regulations implemented by the Bank keliling (mobile banking) 
This study try to capture the cultural aspects in the community in relation to their economic and social behavior. Cultural aspects studied are either internal or external. Interestingly, although only from financial transaction, it can be identified the cultural aspects of the communities as respondents. The cultural aspects are: the requirement to obtain the time span. Deadlines usually associated with revenue period and its strongly associated with the type of profession. A civil servant have a fixed income that can be expected. Meanwhile, a farmer who depends on the weather and the state of the environment, can not be sure how much income will be earned in a particular season though based on experience estimation could be made. For example how many pounds or tons of rice that can be obtained from one hectare of rice. But when there are pests, these estimates could be missed. On this side 'petition of  time span need to be further examined by the managers of microfinance institutions. Similarly, with the other examples. In Subang, there is a tendency for people to be more reluctant to interact with bank compared to 'mobile banking'. Although juridically “bank keliling” can not be called as a bank, even it is illegal. However, public confidence with bank keliling (mobile banking), so that it could not be ignored. Approach using law to crack down on such activity is considered could not solve the problem because of the fact that more people covinience with these services, while on the other hand, banking aspects and the government have difficulties in providing effective and efficient microfinancing support .Using the criteria of Robinson (2002) it concluded that, for these three groups of people who were microfinancing target, the community groups at poorest level (poorest of the poor) could not be attached by the formal institutions such as micro banking institutions or cooperatives. The priority of target community is to ensure that they can access economics needs but at the same time have a desire to change their economic circumstances. According to Mr. Dede, a former district head in Subang, government aids by grants is less effective. Moreover he mentioned that, government grant schemes in fact spoiled and not positively influence the community working culture. He experienced in distributing funds for more than 30 years, and said that people tend to 'ignore' the responsibility for all funds given by the government , because according to them the funds are public funds and should not be returned. At the time of research, they are waiting for government funds that will be distribute. With this kind of situation, the role of informal leaders seem necessary and local communities mechanisms need to be empowered , because it proved to be successfull in Karangasem-Bali where banjo institution through Pakraman, integrated with microfinance. Pakraman which  led by Bendesa and penjuru desa who know more about the behavior of people in the region, they are not region or central government. So, the government aids scheme directed to the poorest would be more effective if channeled through institutions such as Pakraman which will distribute it through 'community banking' to the society. For people who are at the lowest levels of poverty (poorest of the poor) will be given a microfinance scheme, to support access to economy needs and their economic behavior changes will be guided and monitored to be in line with  Pakraman by tradition/adat. But for the people at the level of economically active poor, the fund initiated by microfinance is not given just to access basic needs, but also to help people in starting a productive business. At this stage, the role of such Pakraman institutions is still needed. Because the people at this level are still susceptible to return to the lowest state of poverty because of unstable economic activity. For the midle income poor, they have more freely to use commercial microfinance as Credit Agency (BPR) or District Credit Institutions (LPK). Thus microfinance will not only be inclusive but at the same time able to change condition of the poor, from the lowest (poorest of the poor) to become economically active poor and increase to midle income-poor, gradually.
MFIs integrated model, based on Local Culture: A Proposal 

Based on the study from both the secondary and primary data and observations, we try to propose a model- microfinance based on local culture that could reach MFIs targeted community as noted in earlier sections of this report, microfinance models used in this study based from the framework model of the following thought:

Figure-2
Model of cultural aspect consideration related to microfinace institution
Mechanism of microfinance model in research area:
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Figure 3 
Microfinance activities model in research area.

The model that we propose for the management is to consider the following:

1. Need for discriminate microfinance target, based on extremely poor / poorest of the poor, economically active poor and lower-midle income poor groups. Although all of the target  served by the same institutions, but it have different cultural characteristics as described in the previous section.

2. Need to identify the level of dependency for all community groups with  both internal and external cultural aspects, which related to demographics such as: gender, profession, or others, and related to the geographical aspects, such as: lowland, highland, rural, urban, as well as the socio-cultural aspects that related to community dependency toward the local institutions in the society.

3. The model is built in the form of revitalization of existing models as identified by Srinitas (2012), by integrating the cultural aspects to the existing models to achieve the MFIs approach effectiveness with targeted community.
Based on the analysis of descriptive data and the observation results, supported by the literature the following table conclude the relationship between targeted community categories in microfinance according to Robinson (2002) and its economic, social, and cultural categories:
Tabel 3
Dependency Factors and Poor People Categories
	Extremely Poor

(1)
	Economically Active Poor (2)
	Lower Middle Income (3)
	Category consideration

	High
	High
	Low 
	Economic dependency (A)

	High
	Moderate
	Low
	Social dependency (B)

	High
	Moderate
	Low
	Demografic dependency (C)

	High
	High
	Low
	Geographic dependency (D)


The above table can be explained as follows:

By using Robinson (2002) category, Extremely Poor society  can be identified as community with (1) high economic dependency (A), because economically they do not have the ability to access and survive in fulfilling everyday life needs in  the long term. On the other hand, there are high social dependencies (B). These communities also have a high demographic dependency (C). From the interviews conducted in Subang, shows the inability of families to send their children to school, is because of dominant father as decisison makers could not manage its family financial,. Most of the expenses are spent for unimportant things, such as cigarettes so the important was overlooked.  In  urgent situation, sometimes the wife sacrifice more, they decide to work in other country (example in Mayangan-Subang), in order to solve their money problems, by being a TKI, leaving the children and family.  Lastly, the community has also a high geographic dependencies (D). Poor people in rural areas is very different to that in urban areas. Even the poor in rural and urban areas have common inability to access for their basic needs (food, cloths, and education), but in general, people in rural areas do not have difficulty to have house, they usually have their own house, while in urban area its the opposite. The reason homelessness in rural area is usually cause by mutual help mechanism mechanism such as in Cimanglid village, Subang. While in urban areas which  have more job alternatives, this mechanism is not happen. 
Communities which categorized as economically active poor (2) is a society that has a high economic dependency (A) because they still need others to motivate them to work for income. On the other hand they have moderate social (B) and demographic dependency (C). They still have social cohesiveness, but generally they are forced to be economically independent. And geographic dependency (D) for this community is still high. For both category, extremely poor (1) and economically active poor (2), we propose an approach using external intervention, which is the government, to take advantage of social ties between them in solving the problem. External  internvension  required if the society did not have economic resources that can be used. While social dependencies becoming social capital that has to be used in order to make  the external intervension to be effective and efficient. Microfinance approach used such as community banking. LPD is the best example for solving problems in Karangasem-Bali, Lumbuang Pitiah Nagari (LPN) and Rosca in Pesisir Selatan-Padang. Models such as social gathering, gintingan, andilan in Subang are mechanism that should be optimized. 
Midle lower income people poor community is generally low in terms of economic (A), social (B), demographic (C), as well as geographic dependencies (D). Because people in this category have alredy a job and income, the social dependence is relatively low with high accessibility to the various resources available in the community, have flexibility to move from one place to another (eg traders) are high, so they don not have  demographic and geographic constraints. 
As a result, the commercial approach to microfinancecould be used, by using sicial connection between them.  Although interdependency is low, but it is still very vulnerable to becoming an economically active and extreme poor again. Approaches of Grameen Bank, cooperatives, credit unions, are the examples that can be used


















Figure 4
Microfinance basaed on Local Culture Model
Beside modeling approaches need to be adapted with the community groups mentioned above, the product of service offered by each group in this category must be adjusted to its economic, social, demographic, and geographic characteristics. of the those as described in the previous section.  The role of the assistance divided into 2 groups based on the community target. For the extreme poor communities and the economically active poor, the role of assistance is not only economically, but also socially support to the target communities. So that the assistance’s role would be more effective if representing the target community. . 

An example of Pakraman institution in Karangasem-Bali, this model could be replicated in others area, by  the context of their own area cultures. That is the reason why in Karangasem-Bali  they could not talked to much relating the assistance,  because Pakraman institution have already participated in microfinance implementation. For lower-midle income poor community groups, role of the assistance can be done by external parties,  the most appropriate is NGO. The  scheme of the National Program for Community Empowerment (PNPM) which supported by worldbank is one of the concrete examples. The role of the assistance will become very important when the product of microfinance services model used adapted to the social demographics and geographical circumstances of the society. So, complaining over the cost of assistant would be minimised because it worth to be used. 

CONCLUSION
The previous sections has elaborated the research findings on the cultural aspects inclusion in microfinace, particularly from three samples area of Subang, Karangasem, and Pesisir Selatan. We can concluded that most of problems related to microfinance in research areas are generally focused on the client factors. Indiscipline of payback, regarding to the time as well as amount,becoming an obstacles of developing MFIs. Meanwhile, complicataed procedure and short amount of loan are an obstacles from clients point of view
Integrated microfinance model based on local culture in the study area, mainly Subang and Pesisir Selatan-Padang, are similar. They used MFI officers or assistant to contact clients with proposal review and determining payments that are not in accordance with local conditions and culture. Payment system is rigid, while the communities expect to have flexible time that fits their income pattern. 

Identification of level of dependency in the three groups of community, with the both internal and external cultural aspects, that relates demographics such as gender, profession, or other demographic aspects, geographical aspects such as Lowland- highland, rural urban, and so on, as well as the socio-cultural aspects of the local institutions in the society. As a result, culture-based of microfinance model based on the integration of cultural aspects and previous models to achieve the effectiveness of MFIs ad the society being targeted, created.
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Appendix
Table 3

MFIs characteristics in Subang

	SUBANG

	Institution name
	Target area
	2007
	2008
	2009
	2010
	2011
	Loan 
	Loan procedur
	Return procedur
	Loss Loan handling
	% return
	Most work sequence loss
	Government roles
	Advocator requirements
	Assurance
	Problems

	BRI Village unit 
	Pangarengan-Blendung, Pajudangan, Tegalurung, Mayangan-Subang, Bobos
	N/A
	N/A
	N/A
	N/A
	N/A
	5 - 10 millions
	Banking standard
	Business cyclus
	1. Collect by community unit
2. Negotiate with client
3. Clients sell the assurance
4. Negotiable
5. Collecting door to door
	8%
 
	1. Farming 
2. Fishery
3. Fisherman
	Non 
	Knowing bank and society conditions. 
	Land certificate
	Nature condition
(disaster)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	KUD Mayangan-Subang
	Mayangan-Subang, Legon Wetan

Legon Kulon
	N/A
	N/A
	N/A
	N/A
	N/A
	500 rb - 1 juta
	client application
	Clients
	
	N/A
	1. farmer
	Cooperative institution 
	Non 
	Non 
	Non  

	
	
	
	
	
	
	
	
	 survey 
	Villag eunit cooperative
	
	
	2. fisherman
	3 monthly reports
	
	
	Source of fund

	
	
	
	
	
	
	
	
	evaluation
	Weekly
	
	
	3. trader
	
	
	
	Tendency to borrow rather than save

	
	
	
	
	
	
	
	
	 agrrement
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	administration 
	
	
	
	
	
	
	
	

	 Mobile banking 
	Mayangan-Subang, Legon Wetan
	N/A
	N/A
	N/A
	N/A
	N/A
	100 rb - 1 juta
	1. advocator offering credit 
2. fund collected
	Daily 
Harvest 
Lelang collection 
	Intensif collections
Mortgage fort closure
	25%
	1. fisherman
	non
	Non 
	Non 
	Nature 

	Bank Kolecer
	Legon Kulon
	
	
	
	
	
	
	
	
	
	
	2. farmer
	
	
	
	

	Informal
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Village Credit 
	Legon Kulon, Bobos, Pangarengan, dan Mayangan-Subang
	N/A
	N/A
	N/A
	N/A
	50 orang
	200rb - 1 juta
	1. ID collecton

2. submit loan 
3. fund disbursement after 1 week
	Payment at BKD
Weekly collection
	1.lenghten time
	20 % /months
	trader
	Permit and report
	No controlling
	Non 
	

	Legon Kulon
	
	
	
	
	
	
	
	
	
	2.reschedule/lowering loans
	
	
	
	
	
	

	BPR LPK 
	Desa Kalengkong Pusaka
	N/A
	N/A
	N/A
	N/A
	
	5 - 30 juta
	Banking standard procedur
	Following client cyclus 
	Personal approach low interest
Mortgage fort closure
	5 sd 30 millions
	1.teachers
2.farmers
3.traders
	No specific program, report to central bank BI
	No assistance
	Land certificate
	Competions with another institutions

	Kelurahan Legok Kulon
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	BPKB/car
	


Table 4:

MFIs Characteristics in Karang Asem
	KARANGASEM-BALI

	Institution name
	Target area
	2007
	2008
	2009
	2010
	2011
	Loan 
	Loan procedur
	Return procedur
	Loss Loan handling
	% return
	Most work sequence loss
	Government roles
	Advocator requirements
	Assurance
	Problems

	PD Antiga
	Adat Antiga village
	N/A
	N/A
	N/A
	150
	250
	N/A
	1. klian 
 instituion letter
2. ID
3. assurance
4. application
	According to monthly instalment
	1. traditional sanction and instution 
2. mortgage forth closure
	N/A
	Poor unfixed income
	PLPDK

 Asiistance
	No advocator
	
	

	Multi business Cooperative 
Paramitha Sedana

 

 


	Telengan, Antiga, Ulakan village
 

 

 
	759

 

 

 

 

 

 
	820

 

 

 

 

 

 
	905

 

 

 

 

 

 
	975

 

 

 

 

 

 
	1.222

 

 

 

 

 

 
	N/A

 

 

 

 

 

 
	1. ID
2. vechicle certificate
3. proof of motorvichicle owner
4. land certificate
	According to monthly instalment 
	Personal approach, 

Motorbike collection
 

 

 
	3%

 

 

 

 

 

 
	1. Trader
2. labor
 

 

 

 

 
	Provide funding
 

 

 
	non
 

 

 

 

 
	BPKB car /motorbike
Land certificate
 

 

 

 

 
	Late payment
 

 

 

 

	LPD antiga

 

 

 
	Br. Kelod

 

 

 
	125

 

 

 
	200

 

 

 
	250

 

 

 
	275

 

 

 
	300

 

 

 
	N/A

 

 

 
	1. finding klian banjar letter
2. assurance
 
	According to monthly instalment  

 
	Door to door, sanction  adat
 

 
	90%

 

 

 
	1. worker
 

 

 
	 

 

 

 
	Non 
 

 
	BPKB

certificate
 

 
	 

 

 

 

	Cooperative multi business
Paramitha Sedana

 

 


	telengan, Antiga, Ulakan village
 

 

 

  
	759

 

 

 

 

 

 

 
	820

 

 

 

 

 

 

 
	905

 

 

 

 

 

 

 
	975

 

 

 

 

 

 

 
	1.222

 

 

 

 

 

 

 
	N/A

 

 

 

 

 

 

 
	1. ID

 STNK

3. BPKB 

4. land certificate
	According to monthly instalment
	Personal approach
Mortgage forth closure
	2.5%

 

 

 

 

 

 


	1. labor
2. tarder
 

 

 

 

 

 
	Provide funding
 


	Non 
 

 

 

 

 

 
	BPKB car /motorbike
Land certificate  

 

 
	Late payment
 

 



	LPD Antiga
	Br. Ketug Antiga
	N/A
	N/A
	N/A
	150
	250
	N/A
	1. ask  klian banjar for letter

collateral
	According to monthly instalment )
	1. house to house
	9%
	1. public servant
	 
	Non 
	BPKB  Land Certificate ID
	 

	 
	 
	 
	 
	 
	 
	 
	 
	
	
	2. Sanksi adat
	 
	 
	 
	 
	Car/motrbike certificate
	 

	Koperasi Serba Usaha
	Desa Telengan, Desa Gegelang
	759
	820
	905
	975
	1.222
	N/A
	1. ID
	According to monthly instalment
	Personal approach or sanction 
	2.5%
	1trader 
	Provide financial assitance
	non
	BPKB 
	Late payment

	Paramitha Sedana
	 
	 
	 
	 
	 
	 
	 
	2. car certificate
	
	
	 
	2.worker
	rolling
	 
	 
	

	 
	 
	 
	 
	 
	 
	 
	 
	3. original certificate
	
	
	 
	 
	 
	 
	 
	

	 
	 
	 
	 
	 
	 
	 
	 
	4. proof of owner motor vechicle 
	 
	 
	 
	 
	 
	 
	 
	 

	LPD Antiga
	Br. Kelod Antiga
	 
	 
	 
	 
	 
	N/A
	1. finding
klian banjar letter
2. having assurance
	Monthly instalment
	Personal approach or sanction
	90%
	1.worker
	 
	non
	BPKB
	 

	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	 
	 
	 
	 
	Land certficate
	 

	 
	 
	 
	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 
	 
	 
	 

	BRI Unit Manggis
	Antiga, Manggis, Pesedahan
	 
	 
	 
	 
	 
	0- 100 million
	Apply

Survey

Agreement 

Realisation


	Monthly, cycllus, one time 

	Door to door

Negotiation 
Mortgage forth closure
	70%
	1. Farmer 
2. Fisherman
 

 

 
	Non 
	Knowing clints and bank
	BPKB motor/mobil
	Administrative problems.

	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	 
	
	 
	
	Land certificate 
	ID,Family card, no job  

	 
	 
	 
	 
	 
	 
	 
	 
	
	
	
	 
	
	 
	 
	 
	 


Table 5
MFIs Characteristics in Pesisir Selatan-Padang
	PESISIR SELATAN-PADANG

	Institution name
	Target area
	2007
	2008
	2009
	2010
	2011
	Loan 
	Loan procedur
	Return procedur
	Loss Loan handling
	% return
	Most work sequence loss
	Government roles
	Advocator requirements
	Assurance
	Problems

	Koperasi yasinan

 
	Tanah Keras

 
	20

 
	30

 
	35

 
	35

 
	40

 
	1.000.000

 
	1. proposal
2. collecting ID
3. fullfilling administartion
4. members meeting
	1. receipt
2. pay only within a month
 
	1. fine
2. making agreement letter
	100%
	Evrybody pay but sometimes late
	Non
	1. community beliefs 

2. willing to be mutate
	1. ID
2. signing saving book
	Non

	BRI (KURS)

 
	Kecamatan Bayang

 
	 

 
	 

 
	 

 
	 

 
	 

 
	The highest 20.000.000
	1. husband and wife ID
non
2. family card
3. buss permit letter
4. STNK, 
land certificate 
5. husband and wife photograph
6. bussiness photograph

	Before due 
Capital +interest transfer to the account

	Fine
mortgage forth closure

	100%


	
	Monthly controlling from central
BRI  (Painan kota)

 
	Willing to do field survey  anywhere and work 6 days a week 

	1. PKB car and motorbike
2. land certificate
3. house certificate
 
	1. client live far away
2. client lie

	Daily cooperative
	Hard  - Gurun panjang
	50
	65
	85
	100
	150
	client permintaan
	No procedur as long as having job
	Daily
	Double pay the day after
	100%
	farmer
	Non, personal money 
	Capital 
	non
	There same unpay

	Koperasi simpan pinjam
	Dusun 1 tanah kareh gadang
	 
	 
	20
	45
	80
	500
	1. mandatory deposit 25000
2. mothly saving 3.000

3. social 1.000
	Weekly payment, plus monthly saving and social  
	Fine
	100%
	Everybody pay back 
	non
	Non
	No assurance , trust
	1. house to house
2. fine

	Koperasi Kaum
	Lereng bukit gurun panjang
	10
	10
	12
	12
	15
	2.000.00
	1 KTP

2.photograph
3. stamp
	Receipt, payment book 
	Fine
	100%
	Evrybody pay the debt, fermer often late 

	PNPM institution from the village. 

	Choose by the community
	non
	1. difficult to collect people
2. late payment
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