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The Lessons from Microfinance Program:
The Case of Takesra/Kukesra
in Rural Java

TAKASHINO Nina*

Abstract

In Indonesia, poverty alleviation is still one of the main political goals and
micro credit programs play important role in achieving the goal. The aim of this
paper is to find out the fact why a group lending credit program, Takesra/
Kukesra, could not be sustainable. For this purpose, first I confirm the advan-
tages of group lending credits reviewing theoretical works. Then, I compare the
loan experience of four borrower groups in rural Java to clarify the problems in
managing the program.

Although Takesra/Kukesra could provide loan source to the poorest, the
program could not keep a high repayment rate. The evidence in rural Java shows
some borrower groups could manage profitable investment under appropriate
instructions of the lender. However, other groups could not use the advantages
of group lending program such as peer selection, peer monitoring, and peer
pressure because of poor program design and the inefficient management. This
study shows the main reasons of the failure are as follows: (1) the lender did
not have enough incentive to instruct and monitor borrowers to pay back; (2)
loan condition, such as small loan amounts and fixed term of repayments, de-
crease borrower’s incentives to repay. If these conditions are improved, the pro-

gram might have been able to achieve both efficiency and sustainability.

* Graduate Student, Graduate School of International Cooperation Studies, Kobe University.



