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Abstract 
 
The objective of this paper is to suggest a theoretical framework of the factors determine the success of microenterprise. This study 
concentrates on borrowers of BRI Unit in Medan, Indonesia. BRI (Bank Rakyat Indonesia/People's Bank of Indonesia) is recognized as 
one of government banks with the excellent reputation in Indonesia. World Bank stated that BRI as the first commercial microfinance in 
this world [1]. BRI has many branches in all of the provinces in Indonesia. BRI Unit is part of BRI. This unit is focusing on providing 
microcredit products. It targets microenterprises and small vendors as its principal borrowers. BRI Unit provides its primary micro 

product called KUPEDES (Kredit Umum Pedesaan/General Rural Credit). The government of Indonesia also appointed BRI Unit to 
distribute its subsidized micro product called KUR (Kredit Usaha Rakyat/People Business Credit). This study is believed to provide a 
theoretical framework which may be useful for Indonesian government and BRI Unit, mainly to expand the microenterprise performing 

in Indonesia, including in Medan. 
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1. Introduction 

 
Most of the countries in the world are considering the vital role of 
microfinance institutions (MFIs), as it can create job opportunities 
and rise economic development [2,3].  Bank Rakyat Indonesia 
(BRI) located in Indonesia, BancoSol in Bolivia, and Grameen 
Bank in Bangladesh are successful microfinance institutions in the 

world. They indicate to the world that they succeed in eradicating 
poverty and increase the performance of microenterprises.  Many 
previous studies showed the success of MFIs in eliminating 
poverty and in rising the microenterprise performance in almost 
every country in the world.   
This study aims to propose a theoretical framework of the 
successful factors of microenterprises of BRI Unit borrowers in 
Medan, Indonesia. Medan is one of the largest cities in Indonesia. 

Robinson [4] stated that BRI is a leader of commercial 
microfinance in the world. Previously, Indonesian government 
gave more subsidies for BRI to expand its business capacity and 
mobility. Currently, BRI organizes its savings as the primary fund 
in enlarging business activities. According to [5] that BRI 
succeeded to reach 30 million savers and 3.1 millions for 
borrowers. Further, he added that BRI financed its cost of 
production from interest rate boundary and funding its business 

development from its profit. In December 2013, BRI’s portfolio 
achieved US$1.7 billion for remaining loans. Meanwhile, it 
reached US$3.5 billion for surplus of saving, and it had surplus 
liquidity about US$1.85 billion.   
According to Seibel in [6] that BRI is a good model for other 
MFIs in Indonesia and other countries in the world. He expected 
that other MFIs could absorb the golden experience from BRI. 
The golden experience of BRI regarding converting itself from 

government bank is subsidized by Indonesian government into 

self-financing banking. BRI also could keep their profit during 

East-Asia economic crisis in 1997-1998. Many of banks were 
downfall during that time. However, BRI could survive by 
maintaining 1.3 million new savers. 
Further, [7] addressed that BRI is known as an opening 
commercial microfinance in the world. It offers numerous 
financial product services regarding savings and loans. She further 
said that BRI has BRI micro banking or BRI unit which is 
dedicated to serving micro and small enterprises including poor 

vendors.. BRI Unit showed its success in generating profit started 
in 1986. Nowadays, BRI Unit is known as the prominent MFIs in 
the world in offering the micro products for microenterprises. 
 

1.1. Microfinance and Microenterprise 
 
[8] stated that microfinance is described as a financial institution 
which offers the variety of financial services covering microloans, 
insurance, and other microcredit products. Most of the targeted 
borrowers are those from middle and low-income classes and self-

employed.  
Meanwhile, [9] divided the groups of micro, small, and medium 
entreprises (MSMEs) from number of assets owned by 
entrepreneur, trades volume, and some labor hired. He also added 
that the definition of MSMEs is varied among the countries in the 
world. Usually, the definition of MSMEs is relying on assets 
levels and the magnitude of economic performance of those 
countries. Further, Indonesian government defines micro and 

small enterprises as an enterprise with the entire of assets reaching 
approximately Rp. 200 millions, excluding land and building. [10] 
further said that the total assets belonging to micro and small 
enterprises are not more than Rp.1 billion (US$100,000). 
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1.2. Factors Determining the Success of 

Microenterprises 

 
There are various studies which have been executed in the past to 
analyse the factors causes the successful of microenterprises 

through their business performance. These studies showed that an 
entrepreneur’s background and characteristics such as age, 
educational background, marital status, business experiences, 
proficiency in the local languages, formal business training, 
motivation, and foresights; and the firm’s characteristics through 
size and year of establishment are essential determinants affecting 
the success of microenterprises [11]. 
Further, some case studies running in Eastern Finland, 

Bangladesh, Thailand, Jordan, Eastern Finland, and Africa 
indicated that entrepreneur features, human capital, household 
features, village appearances, firm features, types of financing, 
motive, and purpose, history, and constraints, customer and 
markets, resources, the steps in making business, and other 
external factors are crucial factors in making the success of 
microenterprise operation. Several studies that attempted to 
review the literature systematically concentrate on factors 

involving the success of microenterprises.  The factors are 
grouped regarding entrepreneurs determinants, human resources 
determinants, institutional characteristics, organizational 
determinants, environmental determinants or external factors, and 
loan characteristics [12,13]. 
Entrepreneur determinants refer to family ties, education level, age 
of manager, gender, working experience, owing initiative to raise 
the income, public perception, family relationship, previous 

success, job security, successful business plan, personal 
satisfaction, employment opportunities for family fellow, 
leadership, risk-taking tendencies, interaction with other people, 
dedication, motivation, specialized in some business areas, formal 
business preparation, ICT literacy, willingness to innovate, 
monthly income and financial knowledge.  Meanwhile, human 
resources determinants refer to employee commitment, job 
flexibility, tendency to leave job, personal job satisfaction, 
conformity with behaviour and attitude, system of honour, 

dedication for continuation, solid communication within 
organisation, tractability of management on employees, system of 
paternalistic relationships, practising the works, and agency of 
employment.  
 

1.5. Proposing a Theoretical Framework of the Success 

Factors of icroenterprises  

 
This study focuses on the theoretical framework in explaining the 
success of microenterprises that receives loans; either KUPEDES 
or KUR, from the BRI Units.  These factors are entrepreneur 
characteristics, financing regarding loan accessed, characteristics 
of the firm, human resources, and the others. To analyse this, a 

theoretical framework is constructed to be based on findings of 
previous studies on crucial factors that cause the successful of 
enterprises.  This study uses microenterprise performance as an 
indicator of success, which is a method used by numerous 
previous business studies. [14]. 
The theoretical framework constructed here is based on a review 
of the previous literature.  The crucial factors that influences the 
success of microenterprises are classified into four components, 

namely:  
1 Entrepreneur characteristics:  This refers to the behaviour of the 

entrepreneur that influences the success of enterprises.   
2 Characteristics of the firm:  This refers to the natures of the 

firm, its size, age, management style, advertising, advanced 
technology, internet usages, team setup, practices of 
specialized management, and site of the firm. 

3 Financing:  This factor has a crucial role in investment and 
improvement of business productivity.  

4 Household features:  This refers to the numbers of family 
members, educational qualification of family members, etc. 
This study focuses on household income per month as a 
household characteristic. 

The theoretical framework below illustrates the factors that 
influence the success of microenterprises. This study focuses on 
four factors namely financing, household behavior, firm’s 
features, and entrepreneurs’ features.  The measurement used to 

measure success is the microenterprise performance regarding its 
income, fixed assets, and household expenditures.  The 
measurements of success used here are related to financial 
performance indicators from the objective perspective. 
This study proposes a theoretical framework on the factors lead on 
the success of microenterprises that borrow micro loan from BRI 
Unit in Medan, Indonesia.   
In this respect, this study is focused specifically on the BRI Unit 

in Medan City, Indonesia. These selected factors based on 
findings of previous studies are household characteristics, 
entrepreneurs characteristics, a firm’s characteristics, and 
financing.  There are two measurements of success: financial or 
wealth indicators and non-financial indicators.  In this respect, this 
study uses the financial or wealth indicators as a measurement of 
success concerning income, fixed assets, and household 
expenditures.  

It is expected that this theoretical framework can help policy 
maker of BRI and Indonesian government to provide solution for 
micro, small, and medium enterprises in terms of funding, 
advanced technology, factors of production and other obstacles. 
MSMEs has the essential role as a backbone in supporting the 
economic development of Indonesia through job creation and 
eliminating poverty level. 
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Figure 1: A Theoretical Framework of the Successful Factors of Microenterprises in Indonesia 

 

 


