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The udy recommends the implementation of Capital Adequacy Ratio "~ \R), which could be used
intl ¢« tor to cons tly monitor perfo  ince through supervision by the regulator Non-l 1k
Financial Institutions Regulatory Authority (NBFIRA) via cloud software. A constant and consistent
monitoring of this sector might assist in achieving a positive cash flow management which
ultimately minimizes the firm's failure rate. The study further recommends human resources
management policies which support and encourage training and development in this sector.
Implementation of training and development strategies in the sector could assist in understanding
risk management processes, foster productivity and enhance morale. Finally, all the
recommendations derived from the study could assist in addressing the incessant problems in this
sector. Adopting these would ultimately result in improving operati~nn~! nhiantivae ~f mirrg_lending

businesses.
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CH/.. TER 1: INTRODUCTION AN_ BACKGORUND = THE STL_-Y

11 Introduction

The purpose of this study is to develop an integrated framework for ERM that could be used to
address recurrent problems in the micro-lending sector in Botswana. ..iis study was prompted by
the fact that implementation of ERM processes help boards of directors and executive
management to incorporate risk management into the organisational strategy in order to achieve
intended objectives (Beasley, Pagach, & Warr, 2008:312). The micro-lending sector in Botswana
has not achieved intended organisational objectives due to challenges which are prevalent in this
sector. In Botswana, there have been several Government collaborations and financial initiatives
implemented to promote SMN._s including micro-lenders and these efforts have not achieved
meaningful results due to business failure, which has remained very high, estimated to be over
80% (Temtime & Pansiri, 2004:18). There has been a general trend for micro-lending companies
closing operations in Botswana because of contextual, administrative and financiai management
problems. According to several pronouncements (COSO, 1992; COSO, 2013), in its Committee of
Sponsoring Organisations of the Treadway Commission, knowledge and understanding of risk
management assists organisations to achieve their intended objectives through improved

monitoring and evaluation.

Beasley, Branson, & Hancock (2010:4) argue that stnan vusmesses nunndlly communicate
information about key risks on an ad hoc basis, especially during times of economic hardships and
when an entity is about to close its operations. Therefore, in this turbulent and volatile environment,
organisations are encouraged to manage and mitigate risk as an underlying principle of best
practice in order to remain in business. Considering that there has been great emphasis on the
promotion of risk management processes, this study therefore advocates for an adoption of an
integrated ERM framework which could assist micro-lenders to remain in business for the
foreseeable future. According to Kont (2013:226), going concern refers to a concept whereby a

business is believed to continue for the foreseeable future even after the death of its founder.

The Botswana economy is government-led hence the need to diversify the economy through
supporting and protecting emerging small businesses, including micro-lenders (Okurut, Olalekan, &
Mangadi, 2011:63). In Botswana micro-lending business is categorised under the Non-Bank
Financial Institutions Sector (NBFIs) which is regulated by a body known as Non-Bank Financial
Institutions Regulatory Authority (NBFIRA). The annual statistical data reported by NBFIRA during
the period 2009 to 2013 reflects a huge decrease in the numbers of micro-lenders (See Table 1.3).
This drastic decrease in micro-lenders is a barrier to Government strategies and policies which
encourage sustainable growth and development in the sector. A decrease in the numbers of micro-
lenders by 76% shows that many companies in this sector closed operations as a result of going

concern problems. Considering that there has been great emphasis in Botswana on the

1






SMMEs are critical and contribute to the Gross Domestic Product (GDP) of Botswar hen t

Government has initiated interventions tl  address business continuity problems which are
prevalent in the sector (Temtime & Pansiri, 2004:18). Some of interventions and initiati  ; which
the Government of Botswana implemented include: Financial Assistance Policy (FAP), Citizen
Entrepreneurial Development Agency (CEDA) and Loca!l Enterprise Authority (I \), (See Char.

3, Section 3.2). Despite all these Government and Not-For-Profit interventions and initiatives, there
have been several challenges in the SMMESs sector including a high failure rate, which is estimated
to be over 80% (Temtime & Pansiri, 2004:18). The major challenges faced by SMMEs are failure
to mitigate and manage risk which result in problems related to business continuity. Micro-lenders
in Botswana are classified as SMMEs hence the need to advocate for a working ERM and
sustainability framework which could guide the micro-lending operational activities. As matters
stand, there is a gap in the literature about business continuity of micro-lending companies in
Botswana, hence the need to carry out the current investigation into the design and modalities for
such. In addition, after data collection, this could lead to a more informed formulation of a working
ERM and sustainability framework through deductive and inductive approaches. To concretise the
argument, a direct discussion on selected and representative micro-lenders could be shared

through generalised observations about the risk management in the area of micro-lending.

Masood, Weston, & Rahimifard (2013:803) argue that entrepreneurship is a tremendously positive
force that impacts on economies and societies at large. Three reasons have been identified
explicating why entrepreneurial behaviour has a strong impact on an economy’s strength and
stability (Masood et al., 2013:805). These reasons include innovation, job creation and
globalization. /nnovation is the process of creating something new, which will either solve a
problem or satisfy a need in a new cost-effective manner (Masood et al, 2013:806). Several
innovations help individuals and businesses work more smoothly and efficiently and this might
boost performance and business returns (Shin, Park, & Lim, 2013:72). According to (Shin et al.,
2013:72) new products and services improve the standard of living as well as enhance economic
growth. The establishment of new business enterprises through entrepreneurship fuels economic
prosperity and leads to job creation that combats unemployment in Botswana. In Botswana,
SMMEs are the engine of the economy as they foster economic growth hence contribute to the
total Gross Domestic Product (GDP) (Mutoko, 2014:29). The major challenges that are faced with
SMMEs in Botswana are failure to mitigate and manage risk which have cumulatively contributed

to going concern problems.

In Botswana the micro-lending sector plays a critical role in terms of economic development
(NBFIRA, 2014:3). Therefore, sustainable growth and development of this sector is of paramount
importance in the long-term interest of the country. In addition, micro-lenders in Botswana are

classified as SMMEs and they are part of Government initiatives which influence economic growth
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actual outcome may differ from the predicted outcome and such an outcome is either positive or
negative. Uncertainty refers to the future that cannot be predicted due to insufficient information
about the future outcomes or that the probability of occurrence may not be predicted (Brown &
Moles, 2012:29).

It is from this background that due to uncertainty inherently embedded in any business model,
firms are propelled to integrate ERM systems in their strategic objectives as a scheme for
addressing problems related to business continuity. ERM refers to an alignment of risk
management within business strategy and at the same time cultivating management culture into
the business operations (COSO, 2013:1). Florio and Leoni (2017:1) refer ERM as a process
whereby the board of directors, senior management and other employees are involved in strategy
setting, identifying potential areas of risks that may affect the entity and championing these risk
areas within their risk appetite in order to provide a reasonable assurance in the achievement of
intended organisational goals. The management of risks is fundamental to good corporate
governance of an enterprise; hence this fosters the going concern of a firm. Many firms including
micro-lenders in Botswana face challenges that are related to bad corporate governance and this

creates business continuity problems.

Good corporate governance ensures that firms are governed and run properly in order to meet
organisational objectives (King, 2016:12). Poor corporate governance and lack of best practices
have contributed to corporate failure and financial crises (examples of corporate failures are, Polly
Peck International, the Bank of Credit and Commerce International, British and Commonwealth,
the Mirror Group News International and Barings Bank). In each of these corporate failures, it is
evident that they were a consequence of scandals and corruption cases due to accounting or

financial reporting irregularities and inadequate internal controls and poor risk management.

Manipulation of financial accounting is known as “creative accounting” or “window dressing” and
these problems happened due to poor enterprise risk management and internal controls in an
enterprise (Balaciu, Bogdan, & Vladu, 2009:171). The most widely known poor corporate
governance cases are the Enron and World.Com scandals that involved experienced and qualified
auditing and accountancy firm Arthur and Anderson. Another example of corporate failure and
financial crisis is of a dominant personality known in South Africa, Robert Maxwell, whose business
collapsed due to his abusive and dictatorial tendencies. In order to control the prevalence of poor
governance in companies, statutory provisions such as Sarbanes (2007) (SOX), King (2016:2) and
several others were adopted as frameworks for good corporate governance. Codes and
regulations were put in place to enhance internal controls. Therefore, risk identification is important
in order to mitigate and manage high levels of risk and corruption. In addition, the link between

ERM systems, financial statements, internal controls and good corporate governance is critical and
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Botswana micro- ding business is classified under the Non ~ nk Financial Institutions (NBFls)
sector. The NBFIs sector is critical to the economy of Botswana as it provic : employment
throughout the country. In 2009 the Government of Botswana regulated operational activities for
the NBFls in order to promote and safeguard firms which comply with NL, .RA rules and
regulations. According to NBFIRA (2014:17), rules and regulations refer to registration and
licensing of a micro-lender, submission of audited annual financial statements, annual returns and
annual tax returns. In addition, to the above stated rules and regulations, the micro-lender is
subjected to external audit which is conducted by NBFIRA as part of monitoring and control of the
sector. In 2014 NBFIRA published statistics which showed the number of active NBFls from 2009
to 2014 (See Table 1.1).

The statistics in Table 1.1 reflect that 2009 NBFIRA recorded a total of 993 registered and licensed
micro-lenders in Botswana. In Table 1.1 the statistics show a downward decrease in numbers of
micro-lenders during 2009 to 2013. The statistics reveal that for the past five years there has been
a significant decrease of micro-lending business by 750 (76%) in Botswana. This sharp decrease
has been attributed to a lack of awareness of ERM systems and failure to interpret financial
statements by shareholders, owners or managers in the NBFIs sector. A huge decrease in the
growth of the micro-lending companies and poor business continuity motivated this study,
especially in the areas which focus on ~RM process, going concern, financial accounting and

corporate governance.



Table 1.1: Number of Active NBFls by the Reporting Period

NBFis by CAT JRIES Reporting Period

2009 2010 2011 2012 2013
Insurers / Reinsurers: 2,372 i3 2,845 3,141 2,778
Of which:
Reinsurance Companies - 2 2 2 3
Short Tem In -ance 9 11 12 12 11
Companies
Long Term insurance 6 7 7 8 9
Companies
Insurance Brokers 39 42 42 40 45
Corporate Insurance 318 386 197 204 187
Agencies
Insurance Agents and 2,000 2,195 2,585 2,875 2,523
Sub- Agents
Retirement F  is 220 228 261 278 321
Of which:
Stand Alone Funds 83 90 104 96 93
Umbrella Funds 6 6 5 6 6
Sub- Funds 123 124 144 168 214
External Funds 3 3 3 3 3
Closed Funds 1 1 1 1 1
Inactive Funds 4 4 4 4 4
Capital Markets: 7 7 7 6 6
Of which:
Stock Exchange 1 1 1 1 1
Commodities Exchange 1 1 1 0 0
Central Securities 1 1 1 1 1
Depository
Stockbrokers/Securities 4 4 4 4 4
Dealers
Investment Institutions 41 41 40 66 70
Of Which:
Asset Managers 13 13 12 12 12
Management Companies 5 5 5 6 6
for ClUs
ClUs/ Funds 18 18 18 25 25
Trustees for ClUs 2 2 2 2
Custodians 3 3 3 3
Investment Advisers - - - 18 22
Lending Activities: 993 361 245 258 280
Of which:
Micro — Lenders 993 3 218 228 243
Pawn Shops - - 27 29 33
Finance and Leasing - - - 1 4
Companies

Source: Adapted from the Non-Bank Financial Institutions Regulatory Authority - Annual
I 1ir )14






risk inherent in the nature of this | siness. According to (NBFIRA, 2014:73), the micro-lendil
companies are geographically spread and they provide employment throughout the country. Table
1.3 shows the lending activities in Botswana as at 31 December 2013.

Table 1.3: Geographical spread of NBFIRA registered Micro-lenders as at 31 December 2013

DESTINATIONS NO. OF MICRO-LENDERS DESTINATIONS NO. OF MICRO-LENDERS
Gaborone 94 Selebi Phikwe 14
Francistown 39 Orapa 0
Maun 12 Jwaneng 12
Letlhakane 15 Ramotswa 1
Gabane 1 Masunga 3
Bobonong 1 Tamasane 0
Tamasane 0 Kanye 6
Mmadinare 3 Tutume 1
Manyana 1 Sebina 0
Kasane 2 Gabane 1
Ghanzi 2 Mafenyatlala 0
Serowe 3 Shakawe 1
Moshupa 2 Lobatse 3
Palapye 11 Mahalapye 4
Ntihantihe 0 Mochudi 6
Rakops 1 Maunatlala 1
Lerala 1 Molepolelo 2
Urban Areas = 166

Semi Urban Areas =

Rural Areas = 12

Remote Area = 6

Overall Active Micro-lenders 243

Source: Adapted from the Non ank Financial Institutions Regulatory Authority - Annual Stz tical
Bulletin 2014: 73.

The micro-lending companies are spread throughout the country and this provides opportunities for
lenders to venture into small businesses both in the urban and rural areas. The challer s that are
experience in the micro-lending businesses include poor submission of financial statements and
annual returns to M~ "IRA as a  julatory requirement.  ble 1.4 reflects that 20 micro-len ~ s out
of 228 active companies (8.8%) submitted regulatory returns and financial reports to NBFIRA in the
2012 reporting period. Table 1.4 shows that 19 micro-lenders out of 243 (7.8%) mar jed to submit
regulatory returns and financial repc  to NBFIRA in 2013 reporting period (see Table 1.4).
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Table 1.4: NBFIs submitting Regulatory Returns / Reports

NBFls by Categories

1. Insurance Industry

Reinsurance companies

Short Term Insurance Companies
Long Term Insurance Companies
Insurance Brokers

2. Retirement Fund Administrators

3. Capital Markets

Stock Exchange

Central Securities Depository
Stockbrokers / Securities Dealers

4. Investment Institutions
Asset Managers
Management Companies for Cl Us

5. Lending Activities
Micro-lenders

Pawn shops

Finance or Leasing Companies

Number Active

68

11

45

[ O

1815
12

280
243
33

Number submitted

Reports in 2012

54

11

32

I

1815
10

20

Number submitted
Reports in 2013
54

11

32

F G-

1815
10

Source: Adapted from the Non- Bank Financial Institutions Regulatory Authority - Annual
Statistical Bulletin 2014: 21.

Poor submission of regulatory returns and financial reports shows lack of awareness about risk
management, financial analysis and sustainability in the micro-lending businesses. Furthermore,
lack of awareness in ERM, financial analysis and business continuity may expose micro-lenders to

risk resulting in the closure of an enterprise. Financial performance for NBFls including micro-

lenders reported in 2013 is shown in Table 1.5 and 1.6.
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Table 1.5: Financial Performance (Total Assets) in NBFIs for the period 31 December 2013

NBFls by Categories

1. Insurance Industry

Reinsurance companies
Short Term Insurance
Companies

Long Term Insurance
Companies

Insurance Bro 3

2. Retirement Fund
Administrators

3. Capital Markets
Stock Exchange

Central Securities
Depository

Stockbrokers / Securities
Dealers

4. Investment Institutions
Asset Managers
Management Companies
for Cl Us

5. Lending Activities
Micro-lenders

Pawn shops

Finance or Leasing
Companies

Grand Total

Total Assets in Pula
(Millions)

2012

20,730.5

388
1,613.6

18,754.9

323.2

1,307.2

68.5

30.9

7.7

394

10,270.6

10,212.5
58.1

2,382.9
2,382.9
n/a
n/a

34,759.7

Total Assets in Pula
(Millions)

20,119.7

49.7
1,710.9

17,848.0

511.1

1,664.7

78.3

345

7.5

53.2

7,578.4

7.507.2
71.2

2,281.3
2,281.3
n/a
n/a

31,722.40

Percentage
change (%)

(2.9)

(28)
(6)

(4.8)

58.1

27.3

14.3
16
@1

34.8

(26.2)
(26.5)
226

(4.3)
4.3
n/a
n/a

(8.7)

Note: The number of NBFIs reporting for periods ending December 2012 and December 2013 may differ due to companies

no longer operating, while other were new entities and have not yet submitted their audited financial statements. Some NBFls

such as insurance agents are not required to submit financial statements.

Source: Adapted from the Non-Bank Financial Institutions Regulatory Authority - Anni Ste

illetin 2014 21.
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tble 1.6: Financial 'mance h 1 ar " Profit/ | fore™ ) I
e year ended 31 December 2013

Fis by Categories Gross Income Percentage Profit/ Loss Percentage
Change (%) before Tax Change (%)
(Millions in Pula) (Millions in Pula)
2012 2013 2012 2013
nsurance Industry 3,968.4 4,118.2 3.8 667.20 827.70 24.0
insurance companies 226 359 59.0 0.9 2.3 160.4
ort Term Insurance 1.149.7 1.176.2 2.3 164.2 173.6 57
mpanies
g Term Insurance 2,534.0 25650 12 423.8 5575 315
mpanies
urance Brokers 2621 341.1 30.1 78.4 94 .4 204
Retirement Fund 537.3 641.1 19.3 88.1 86.3 (2.0)
ministrators
-apital Markets 45.8 62.1 35.7 124 22.2 79.0
ick Exchange 23.0 257 11.7 11.2 104 (6.9)
ntral Securities 6.5 9.6 48.1 23 45 96.7
pository
ickbrokers / Securities 16 26.9 68.0 (1.0 7.4 818.0
alers
nvestment Institutions  1,658.4 2,498.8 50.7 108.7 126.7 16.6
set Managers 1,578.2 24129 529 83.6 114.1 36.4
nagement Companies 80.2 85.9 7.1 250 12.7 (49.5)
ClUs
-ending Activities 814.5 901.9 10.7 445.5 473.6 6.3
sro-lenders 814.5 901.9 10.7 4455 4736 63
Wwn shops n/a n/a nia n/a n/a n/a
ance or Leasing nfa n/a n/a n/a n/a n/a
mpanies
and Total 7,224.4 8,221.1 17.0 1,321.9 1,536.5 16.2

te: The number of NBFls reporting for periods ending December 2012 and December 2013 may differ due to companies that are no
ger operating, while other were new entities that have not yet submitted their audited financial statements. Some NBFls such as

urance agents are not required to submit financial statements.

»urce: Adap | from the Non-Bank Financial Institutions Regulatory Authority - Annual Sta  ical
lletin 2014 21.

:cording to Armendariz and Morduch (2010:12), the business concept for Yunus was that of
/ing small loans to villagers so that they start running simple business activities such as rice
Isking and bamboo weaving. In other words, Yunus was promoting poor households and
iproving Bangladesh’s poverty datum line (Armendariz & Morduch, 2010:12). In 1976 Yunus set
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or ERM strati ;s ay result in companies facing financial stress and reputational risk which,
nbit 1, lead in liquic ion or bankruptcy (Baxter, Bedard, Hoitash, & Yeze( , 2013: 1264).
ny listed companies adopt stronger ERM systems that are effective and efficient than unlisted
1s that seem to apply ERM systems on ad-hoc basis (Paape & Speklé, 2012:4). Paape and
eklé (2012:4) further argue that listed firms are expected to invest in sophisticated ERM systems
ough key components of effective corporate governance particularly regulatory influences for
imple the New York Stock Exchange (NYSE), Botswana Stock Exchange (BSE) and Sarbanes
I07:4). 1t is strongly perceived that if ERM costs are not considered fully, the going concern of
enterprise may be affected as evidenced in Table 1.2 where micro-lending companies closed
ir entities within approximately two years of operation. Therefore, if micro-lending companies in
tswana fail to consider risk assessment and costs associated with downside risks, this may
ult in problems that affect business survival. It is imperative to develop a new stakeholder ERM

1 sustainability framework that seeks to guide micro-lenders in Botswana.

2 new working ERM and sustainability framework addresses the following aspects: absence of
< management strategy and lack of internal controls, high exposure to risk and high failure rate
nicro-lending companies, lack of business analysis and valuation using financial statements and
k of culminating culture for good governance. This framework aims at managing and controlling
<s such as political risk, legal / regulatory risk, business risk, econc ¢ risk, financial risk,
hnology risk, environmental risk, corporate reputational risk, international risk, fraud and
iployee malfeasance risk attract costs that results in the process of reducing the level of
currence (Florio & Leoni, 2017:1). It is from this argument that incorporating ERM costs in the
ancial statements reduce micro-lending companies’ profits and as well as shareholders returns
value (Modigliani & Miller, 1958:263). The Modigliani and Miller (1958:263) study is significant to
s research on micro-lenders since there is an aspect of conflicting decisions such as adopting
M costs and at the same time advocating for profit maximisation. Therefore, in the context of
cro-lenders particularly in Botswana, it is imperative to account for costs associated with risk

sessments in order for enterprises to remain in business.

e findings in (Tanc & Gokoglan, 2015:568) study on environmental accounting indicates that
terpri¢ 5 tl )ply environmental accounting achieve a competitive edge hence this add value
the company overall achieven 1t throi "1 the good con )t of social corporate responsibility.
is study explores objectives of different types of risks and then recommends control measures in
rour of both organisational stakeholders through ERM and sustainability framework. In brief, the
blem investigated in this study is that many senior managers and owners of micro-lending firms
| to safeguard their companies against costs associated with risks hence when their enterp  2s
> exposed to the actual risk, they are eventually faced with bankruptcy and liquidation

allenges. The argument above suggests that micro-lenders in Botswana lack a comprehensive
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1.7.2 What are the challenges that contribute to the closure of micro-lending entit :?
1.7.3 Which procedures and internal controls dominate in the micro-lending businesses?

1.7.4 What are the leadership styles, management principles and corporate governance cultures

dominant in micro-lending companies?

1.7.5 How do micro-lending companies understand the application of accounting and reporting as

a tool for decision-making?

1.7.6 What framework for enterprise risk management could be developed to mitigate risks in

micro-lending companies?

1.8 Justification of the study

This study attempted to close the literature and research gaps concerning the role of management,
especially senior management, in micro-lending businesses with regard to mitigation and
management of risks. This study contributes and enriches the body of knowledge, especially in the
risk management, financial management and corporate governance arena particularly in micro-
lending companies. This study harmonises the micro-lending entities through the ERM and
sustainability framework. There are many sources of risks which were identified, including the
following: political risk, legal or litigation risk, regulatory risk, compliance risk, strategic risk, product
risk, commodity price risk, product reputational risk, operational risk, economic risk, credit risk,
currency risk, interest rate risk, gearing risk, environment risk, fraud risk, corporate reputation risk
and cutture risk. Mitigating sources of risk in micro-lending businesses assisted in restoring growth,
performance, competitiveness and business continuity in this sector particularly in Botswana. The
process of mitigating and managing risks could result in effective communication between the
senior management and employees in the micro-lending businesses through an enhancement of
the holistic approach. A holistic approach embraces the integration and implementation of 14
principles of Henry Fayol in micro-lending companies which resulted in maintaining and protecting
existing and new micro-lending businesses in this sector. Maintaining and protecting of existing
and new micro-lending businesses could assist the Government in meeting its intended goals of
addressing poverty. ~ M systems promote an understanding of good corporate governance, best
practices, application of six principles of management (for example planning, organising, leading,
controlling, communication and coordination), accounting and reporting which are vital in the
management of any enterprise (Viscelli, Hermanson, & Beasley, 2017:77). Therefore, the issues of
liquidation in the micro-lending companies could be addressed through the integration and
implementation of ERM framework that acts as a guide to the operational activities of this sector.
An adoption of an ERM system could address many issues that affect growth, performance,

business continuity and competitiveness in micro-lending companies particularly in Botswana.
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iter 6
chapter provides qualitative data analysis, presentation and discussions of results. The
:ative research used a thematic approach. The results from this chapter meant to confirm or

r the resuits in chapter 5 above.

iter 7
e chapter, a working ERM and Sustainability framework for micro-lending companies in
vana was developed. The chapter interrogates all the aspects which were suggested by

sipants who were involved in the study.

iter 8
chapter focuses on the key findings, conclusions, recommendations and contributions to the

of knowledge.

Chapter summary

surpose of the chapter is to provide an introduction, background of the problem and overview
2 thesis, which includes 8 chapters. The study is on a huge decrease in numbers of micro-
ng companies in Botswana, where approximately 770 micro-lenders out of 993 have been
lated due to problems related to business continuity. Chapter 1 focuses on the introductory,
ground, problem statement and purpose of the study. The chapter also provides research
stives, research questions, justification of the study and the scope of the study. An outline of
study is also provided in this chapter. The next chapter 2 focuses on critical review and

rsis of the literature and interrelated studies to .M systems.
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21 En prise Risk Management (ERM)

According to Hoyt and Liebenberg (2011:795) implementation and adoption of ERM systems
promote increased risk awareness that fosters effective operational and strategic decision making.
Academics and scholars such as Miccolis and Shah (2000:3); Hoyt and Liebenberg (2011:795)
and Viscelli et al. (2017:70) contend that ERM systems promote growth, performance,
sustainability and business continuity of a firm. Accounting practitioners play an integral role in the
implementation, development and adoption of effective ERM systems (Viscelli et al., 2017:70).
COSO (2013:5) is one of the examples for best practices that was implemented and developed in
order to assist boards of directors and management in designing and implementing effective ERM
processes. The ultimate goal for implementing effective ERM processes is to help the board of
directors and executive management to incorporate risk management in their strategy in order to
achieve intended organisational objectives (Beasley et al., 2010:1; Beasley et al., 2008:4; Frigo &
Anderson, 2011:81; Hoyt & Liebenberg, 2011.:795; Lyon & Popov, 2016:40; Paape & Speklé,
2012:1; Pojasek, 2011:85; Viscelli et al., 2017:70).

Viscelli et al. (2017:70) refer to the ERM process as an important strategic tool used to assist
boards and senior executives to effectively manage, monitor and mitigate risk that may affect the
firm’s business model and strategic initiatives either positively or negatively. According to Beasley
et al. (2015:222), large corporations and listed companies delegate the responsibilities for ERM
processes, best practices and corporate governance to the audit committee. Senior executives
holding the financial accounting roles are responsible for the implementation and adoption of a
holistic risk-based approach and effective internal controls (Viscelli et al., 2017:70). According to
Viscelli et al. (2017:70), the understanding of the knowledge about implementation of ERM
processes and risk appetite is treated as highly relevant to the accounting profession and

accounting literature.

According to Hoyt and Liebenberg (2011:797), firms that implement ERM program increases
expected shareholders return or value. Proponents of ERM such as Hoyt and Liebenberg
(2011:799) and Viscelli et al. (2017:71) argue that holistic enterprise-wide risk management
process enables firms to avoid duplicate risk management activities and expenditure through
exploring integrated decision-making across all risk classes and departments. Firms that are
engaged in _..J strategies are able to effectively allocate resources hence this improves
o ar tioo | formar  and ‘urnon juity (Hoyl ~ Liebenbe 2011:797). Accordii Hoyt
and Liebenberg (2011:797) integrated ERM framework enables decision makers to establish the
firm's profile which is then used to improve the competitiveness, sustainability and business
continuity of an enterprise. Firms that are able to improve information on risk profiling are
perceived as highly financially sound hence are able to meet intended organisational objectives
(Hoyt & Liebenberg, 2011:797).
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5. A locomotive falls uuwii a e
t, Vaal Reefs mine, South Africa
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nal controls for Barings Bank.

town.
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speed.

104 people were killed.

wanmpUlawen  w wuernal controls  and

opening of secret Barings bank account.
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around $1 billion

ieptember 2001:

A sophisticated terrorist attack was
launched in the United States when four
aircraft were hijacked. two of which

crashed into the World Trade centre.

This caused the twin towers to collapse
and the deaths of thousands of people.

»ber 2001: Enron

The scandal leads to the Enron

Corporation.

Many executives at Enron were charged
of fraud activities and the shareholders

fled a lawsuit of $40 billion. The

Sarbanes-Oxley Act was used to penalise
Enron’s senior management.

2002: WorldCom The

improper

largest telephone company filed | The WorldCom bankruptcy was the

books (creative accounting) | largest in United States history. Many

approximately $3.8 billion in expenses. banks refused to provide WorldCom with
more money unless it was secured with

Assets.

Dil spill, the oit disaster 2010: w2 largest marine oil spill in the history | The oil spill extensively killed people and

of the petroleum industry. damaged the marine, wildlife and fishing

and tourism industries.

'ce: Constructed by the researcher based on Beasley et al. (2010:2) and Viscelli et al.
7:71).

efore, most ERM programs have been integrated into organisational plans in order to address
iption and environmental uncertainties, and ultimately achieve the firm’s intended business
3l and objectives. Scholars such as Beasley et al. (2010:2) and Viscelli et al. (2017:71)
ede that firms that fail to implement and adopt ERM activities face challenges that are related
Isiness continuity, competitiveness and sustainability hence the need to conduct this study in

~vyana.

“rameworks underpinning risk management
frameworks that underpin this study are the ERM model; theories of entrepreneurship and
sholder assumptions. The following sections provide an explanation of the three frameworks

ad to risk management.
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2.2.2 Communication and consultation

According to Lyon and Popov (2016:40), the first stage in the risk management process is
communication and consultation with the internal stakeholders within an enterprise. The
competitive global business environment has influenced organisations to be creative and
innovative in order to survive in the uncertainty of the global village (Beasley et al, 2010:1).
Therefore :ecutives recommend the implementation and adoption of effective M systems in
order to survive in a turbulent environment (Beasley et al., 2010:1). Beasley et al. (2010:4) argue
that the majority of organisations communicate information about key risks on an ad hoc basis,
particularly in management meetings. However, the study conducted by Beasley et al. (2010:4)
revealed that large organisations, public companies and financial services organisations
communicate and report about risk information on a monthly, quarterly and yearly basis to relevant
stakeholders. This was the case with the small firms as they communicate about risk information
when need arises (Beasley et al., 2010:1). Communication and reporting on risk information
nurtures a culture that is supportive of individuals sharing information about key risk areas in the
organisation from the top to the bottom (Viscelli et al., 2017:77). It is important to understand the
organisation’s culture as this brings in harmony to the organisation hence strengthens a two-way
communication process which leads to a proper integration and execution of effective strategic

planning and ERM systems (Viscelli et al., 2017:77).

The communication and consultation stage (See Figure 2.1) is two-fold: communication and
consultation about information on key risk exposure with all the employees within the firm and
communication and consultation with the senior management and executive team (reporting and
consultation on risk exposure). Communication and consultation with employees raise awareness
and education on adverse / negative risk areas. Communication and consultation with senior
management and executive team is perceived as reporting on positive and negative risk areas and
consultation in terms of integration of ERM into organisational strategic planning. In most firms a
Risk Manager / Chief Risk Officer is appointed as the focal point of communication and
consultation. In large organisations, public companies and financial services the Risk Manager /
Chief Risk Officer reports to the audit committee which is charged with governance related matters.
The responsibility for risk management rests with those charged with governance as they are in
charge of overall organisational strategy which is a driver in an enterprise (Cohen et al,
2014:1178).

Pojasek (2011:87) developed a quality toolbox which requires the ERM team to design an
enterprise risk management structure that shows channels of communication within an enterprise.
An effective enterprise risk management structure enhances all lines of reporting and this brings in

harmony within an enterprise (Viscelli et al., 2017:77). Furthermore, effective ERM structure
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then recorded into the | : register (¢ : Annexure F). TI risk which was used as 1
ample in this study includes the following items: reference number; description of the risk;
werent risk level (impact / probability); description of current control or mitigation methods;
sidual risk level (impact / probability); acceptable risk or risk appetite and action to be taken
ojasek, 2011:88). The team responsible for risk management activities update the risk register

a regular basis in line with the terms of reference.

2.6 Risk Analysis
e fifth stage for risk management process is the risk analysis (See Figure 2.1). Risk analysis is
understanding of consequences, probabilities and existing controls in a given business
vironment (Brown & Moles, 2012:2). At this stage it is imperative to discuss the implications of a
nple definition of risk as follows: risk is a deviation of a chance or probability from an anticipated
tcome (Brown & Moles, 2012:16). According to Brown and Moles (2012:16) implications to
nple risk definition are as follows: probabilities are attached to risk; risk can be n asured,
adicted and calculated; risk can be quantified and expressed as a number, parameter or value;
k is concerned with the deviations from the expected outcome and risk is a function of
jectives. In other words where there is a possibility of a gain or loss, such a probability is

rceived to be a risk.

relation to risk theory, the probability of an event occurring takes a value that ranges from zero
one (Brown & Moles, 2012:17). This means that an event is impossible if it has a probability of
ro because an event is certain if it has a probability of one. The risk theory is interpreted as
satest if the gain or loss-making event has a probability of one (it is certain to occur).
ithematically or statistically a probability (p) of loss lies above zero and is less than one for
ample 0 < p < 1.0. This is often known as the odds of gains or losses (Brown & Moles, 2012:17).
is is expressed as the ratio of unfavourable to favourable outcomes, for example a gain of 0.25
plies that the odds would be: 075:025. These are often expressed as 3 fo 7 and interpreted as 3

1 against success.

is stage has two broad objectives stated as follows:

e The top management of an organisation, especially the Risk Manager / Chief Risk Officer,
may consider the likelihood (or probability) of an event occurring and then predict the
impact of that event (using statistical tools).

e The top management of an enterprise, particularly the Risk Manager / Chief Risk Officer,
may consider using qualitative approach to risk analysis, using the High, Medium and Low
descriptors of the likelihood as well as the same to impact.
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physical risk management prograt : for example; reduction of the mz itude of the exposure;
dealing (r 'sici /) with loss producii events and :overing (physically) from loss - oducing
events. Lyon and Popov (2016:48) suggested that a Bow Tie Analysis (See Figt : 2.5) can be
used for risk pathways and control easures. Lyon d Popov (2016:48), these researchers state
that the n 1 strategy for using a Bow Tie Analysis is for preventive and control measures for any
type of a scenario. When using a Bow Tie Analysis, the Chief Risk Officer may identify the causes
of risk and mitigation coi ols between risk and consequences (See Figure 2.5). The concept

using Bow Tie Analysis was adapted from safety and health professionals and this :chnique may

be customi: |to suit any scenario.

Interpretation of a Bow Tie Analysis (Figure 2.5) according to Lyon and Popov (2016:48) is as
follows: S = Severity ; P = Probability; PE = Preventive Effectiveness, : 4 RPN = Risk . .iority
Number. The strengths of a Bow ..2 Analysis are that it displays the present risk exposures and
controls. In Figure 2.5 it displays training and development of workers as a preventive measure to
risk exposure to the explosion scenario below. The aim is to provide awareness to the employees
before the occurrence of the e 1t hence minimise the impact of the consequences. Therefore, in
this case of micro-lenders in Botswana it is imperati»  to advocate for risk management awareness

in order to reduce the likelihood of liquidating businesses in this sector.
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cause the organisation to stop hence it is prudent to transfer risk to the insurance industry (See

section 2.2.8 for risk transfer).

2.4 Sources of risk

There are  ferent sources of risks that may affect an enterprise’s business model, both positively
or negatively (Brown & Moles, 2012:29). An understanding and awareness of sources of risks
assists senior management in integrating M systems into strategic plannii " fiscelli et al,,
2017:70). Risk affects performan , growth, sustainability and business ct lity of many
disciplines (for .ample banks; micro-finance; health and safety; public policy rmulation;
transporta. n; the environment; te  nology; management and sciences and many other areas).
Therefore, this section introduces risk landscape known as being multi-dimens al (Brown &
Moles, 2012:29). There are many ways of explaining the different types of risks facing an
enterprise (See Figure 2.8). The sources of risks assist senior management in determining the risk
factor that may be sensitive to changes or modification of current and future cash flows of an
organisation. The task for senior risk management team is to balance the desirable objectives of
risk reduction costs constraints r mitigating risks (cost-benefit analysis). . .gure 2.8 illustrates the
risk landscape, which includes most of the risks that affect an organisation’s growth; performance;

sustainability and business continuity.
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+ competitive circumstances may ultimately force this non-competitive  cro lending comp 1y

Ig business to relatively high-risk customers due to poor strategic decision making.

Product risk
ding to Tuckman (2015:36 ) a product risk arises when a new product is launched or an
1g product fails to attract as many customers in relation to the firm’'s targeted number of
; as per the organisation’s projections. For example, a micro-lending business projected to
a profit after selling its service products to one thousand (1,000.00) customers and on a
Ily basis this firm reports sales for its service products of approximately nine hundred (900)

ners hence this product risk may threaten the firm’'s business model.

Commodity price risk
5 the risk that arises due to changes in the commodity prices and hence the volatility in prices
| direct impact on expected cash flows of an enterprise (Fraser & Simkins, 2010:240).
ples for commodities with high levels of price volatility, which impact on the firm's expected
cash flows include gold, electricity, wheat, silver, platinum, copper, zinc, diamond, tin, grains,

y, sugar, oil, gas, and other energy products.

Product reputation risk
ict reputation risk arises due to a problem that emanates from poor standard of a product or
e being offered within an enterprise and this results into bad publicity of the firm‘s image or
ation (Tuckman, 2015:36). For example, in Botswana a micro-lending company may offer a
icre service to its clients and this would obviously lead into customers switching to

etitors where excellence service is offered.

Operational risk
ars such as (Ali, Akhtar, & Sadagat, 2011:153; Tuckman, 2015:15) define operational risk as
ial stresses that emanate from operational breakdowns which result from risk loss due to
quate or failed organisational processes, human resources, or external events. For example,
Jlent activities; inadequate information communication and technology systems; failure in
al controls, mistakes in operational decision making; poor guidelines and procedures or
: from natural disasters such as floods; e. . 1quakes; veld fire and volcanoes. Therefore, the

'd to transfer this risk to tl  insurance industry 5 a sl t for mitic  ing ris/

) Economic risk

amic risk is the risk that is influenced by changes in various economic variables which impact
e cash flows or operating strategies of an enterprise (Fraser & Simkins, 2010:240). For
ple, changes in the gross domestic product; changes in minimum wages and inflation levels

hanges in consumer lifestyles and consumer tastes all constitute economic risk.
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 Environmental risk
nmental risk is the risk loss which results from non-compliance against rules and regulations
1 to the environment (Tanc & Gokoglan, 2015:569). In other words, an enterprise fails to
st the environment in which it is operating and this leads into disagreements between the
yees, management and the society at large. A firm's operation may | affec if
Jement fails to observe the rules and regulations related to the environment as the society
negatively against non-compliant firms (for example the community may not want to
iate with an unethical firm). If the community fails to accept the goods and services offered by
ethical firm, the cash flows for such an enterprise may be affected and this may result into

Jptcy and liquidation.

i Fraud risk

risk is a risk loss arises as a result of an intentional misappropriation of funds and
yresentation of financial statements by those entrusted as the custodians of financial affairs
organisation and this may be interpreted as human factor (Tuckman, 2015:35). Human factor
:gorised as part of the operational risk which is caused by individuals who are greedy as they
respect the fundamental principles of ethics and best practices. There are many firms which
affected due to failure to observe best practices such as Enron, World Com, Barings Bank

ank of Credit and Commerce.

' Corporate reputation risk

rate reputation risk arises due to poor ethical standards and the reputation or image of an
rise is affected (Tuckman, 2015:36). For example, in Botswana a micro-lending company
lave a relationship with an unethical institution, and it would be deemed unethical as well and
fects its operations through bad publicity hence this leads to customers switching on to other
e competitors. The firm which is unethical may fail to attract customers and this may lead into

uptcy and liquidation.

} Culture risk

e risk is the risk loss that arises from differences in cultures between management,
yees and the society at large (Tuckman, 2015:35). Culture risk is categorised as part of the
tional 1 :and it has a direct impact on the itity’'s cash flov : the community may react
iy tfi dit in ity For tl hr
ure oups may influence the society not to have any relationship with firms being operated
erators of a different ethnic groups; this may be perceived as discrimination in many
ies. However, if there are poor relationships between the firm and the community this may

the business performance and ultimately lead into bankruptcy and liquidation.
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XYZ Pty Ltd
An example of Statement of Financial Position (Balance Sheets) for the year ended 31
December 2017 and 2016

2017 2016
Pula Pula
Assets
Non - current assets 814 300 783 000
Current assets: 637 900 606 600
Inventories 231200 203 000
Accounts receivable 289100 277 800
Cash and cash equivalents 117 600 125 800
Total Assets 1452 200 1 389 600
Owners' equity and liabilities
Owners' Equity 653 100 628 900
Non — current liabilities 323700 378 800
Current liabilities 475 400 3R1 900
Accounts payable 108 100 100 800
Other current liabilities 367 300 281100
Total owner's equity and liabilities 1452 200 1389 600

Figure 2.11: A typical sample of Statement of Financial Position

Source: Adapted from Correia et al. (2013:5-4).



XYZ Pty Ltd

An example of Statement of Changes in Equity for the year ended 31

Attributable to Equity Holders of the Companv

|

Balance at 1.1. 2017

Praofit for the year

Dividends rel g to 2017

Balance at 31. 12. 2017

ecemb« 2017
Share Share Other Retained Total
capital premium reserves earnings
Diila Dnlq PUIP Diila Dl_"a
DU VLY su vo0 10 oL 140 VUL 230 Lo
45 000 45 000
(32 000) (32 000)
50 000 30 000 10 000 153 000 243 000

Figure 2.12: A typical Sample of St

Source: (Adapted from Correia et i . 2013:5-40).
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XYZ Pty Ltd

An example of Statement of Cash Flows for the year ending 31 December 2017

Pula Pula
Cash flows from operating activities
Profit before tax 180
Adjustments for:

Depreciation 110
Profit on sale of non - current assets (5)
Increase in inventories (300)
Increase in trade accounts receivable (200)
Increase in trade accounts payable 120
(275)
Cash generated from operating activities _(E
Taxation paid (230)
Net cash used in operating activities (325)
Cash flows from investing activities
Purchase of non - current assets (175)
Proceeds from sale of non - current assets 150
Proceeds from sale of investments _20
Net cash used in investing activities (5)
Cash flows from financing activities
Proceeds from issue of share capital 300
Dividend paid e
Net cash from financing activities 170
Net cash decrease in cash and cash equivalents (160)
Cash and cash equivalents at beginning of period 100
Cash and cash equivalents at end of period ﬁ()i

Figure 2.13: A typical Sample of Statement of Cash Flows

Source: (Adapted from Correia et al., 2013:5-6).

When accounting practitioners prepare the above set of financial statements, they are guided by
International Accounting Standards (IAS), International Financial Reporting Standards (IFRS) or
Generally Accepted Accounting Principles (GAAP) applicable to SMMEs. This study adopted the
GAAP (2013:12) applicable for SMMEs in Botswana in accordance with the Botswana Institute of
Chartered Accountants. This means the SMMEs in Botswar ould comply with the principles

and asst tions as stated in _AAL (L. 13:12), y Table _.". _,.
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: FACTORS INFLUENCING DEVELOPMENT OF SMMEs AND CHALLENGES
VICRO-LENDING COMPANIES

>n

focuses on pertinent factors which influence development of SMMESs, and challenges
ro-lending companies in the economy of Botswana. Botswana is historically known as
it-led and run economy dominated by diamonds hence the need for a paradigm shift
rsification. This ideology promotes the private sector as it could significantly boost
Sross Domestic Product (GDP). Many developed and developing countries including
e of the view that SMMEs are the engine that drives their economies in addressing
ated to poverty and equal distribution of wealth among households. In addition, the
of Botswana believes that SMN"™ ; create employment, and several policies and
ve been implemented in order to support this sector (See Section 3.2). Despite all
nment initiatives and interventions, SMMEs still face major challenges in relation to
tinuity problems. The high failure rate in the micro-lending sector in Botswana has

: researcher to conduct this study.

rrstand the history of micro-lending in Botswana the rest of the chapter is organised as
ion 3.1 briefly discusses the economy of Botswana. Section 3.2 explores Government
wards SMMEs development. The challenges faced by SMMEs in Botswana are
1 Section 3.3. Section 3.4 discusses the analysis and evaluation of licensing
s for micro-lending businesses in Botswana. Section 3.5 expiains the adoption of ERM
risk management models in Botswana. Sources of risk in the context of Botswana are
Section 3.6. Section 3.7 discusses issues related to compliance with the regulator

ection 3.8 discusses the internal controls and corporate governance.

nomy of Botswana

rated as one of the top performing economies in the world due to a good track record
onomic policies, sound governance and political stability (AfDB/OECD, 2005:105).
Nkwe (2012:30) Botswana’s per capita income is rated as higher in the world but its
has been affected due to the global economic downturn. According to AfDB/OECD
he Government of Botswana has robust fiscal and monetary policies that enable the
\aintain a low level of foreign debt. ..1e Government of Botswana has managed to
natu  resourn ec ly tl precious diamond, in contri to ot ¢« reloping
at have experienced governance challenges such as corruption activities emanating
ible distribution of wealth and natural resources. Botswana economy has transformed
rest economy to one of the world’s middle-income countries due to a robust economic
3/OECD, 2005:105). Therefore, Botswana’'s economy is viewed as one of the richest

| the African continent, with an approximately real per capita in excess of $4,700.
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3.2Govert :nt | ives towards SMMEs development

Government of Botswana has always supported SMMEs as this sector is perceived to improve the
quality of lives of thousands of many Batswana in relation to income generating activities and
employment creation. The following are relevant Government interventions and policy initiatives
towards SMMEs development in relation to micro-lending firms in Botswana. These initiatives were
implemented in order to address the high failure rate in the SMMEs sector in Botswana (Molin,
2015:32).

3.2.1 Financial Assistance Policy (FAP)
According to Sentsho, Maiketso, Sengwaketse, Anderson, & Kayawe (2007:15) , SMMEs including
micro-lending businesses play a crucial role as they uplift the quality of standards of unskilled and
semi-skilled citizens who fail to be absorbed in the employment cycles of the diamond (capital
intensive) and beef (land intensive) industries in Botswana. There is evidence from scholars such
as Molin (2015:29) that there is unimpressive performance of SMMEs in the economy of Botswana
and this necessitated the formulation and implementation of different polices. In 1982 the Financial
Assistance Policy (FAP) was inaugurated in order to support and enhance employability
opportunities and industrial development in Botswana. This initiative of promoting SMMEs through
the FAP was inclusive of micro-lending companies that were also struggling in relation to
sustainability (See Table 3.1 and Figure 3.2). FAP was launched by the Government of Botswana
in 1982, amended in 1989 and 1995 with the aim of assisting businesses to be more productive.
According to Sathyamoorthi (2002:565) the following were the aims underpinning the FAP:
= To create more jobs in order to address prevalent underemployment and unemployment
chailenges in Botswana.
= To focus on producing new products or services rather than heavily depend on cattle and
mining production, thereby enhancing research and diversification into other new
opportunities.
= The economy of Botswana focuses on producing other products that are heavily imported
from neighbouring countries hence economic growth becomes much stronger as this

reduces dependence on imports.

This Government assistance was of a temporary nature as the beneficiaries of this scheme were
assisted for a maximum of five years for ventures that qualified as industrial projects and
assistance up to a maximum of eight years if they qualified as agricultural projects. Furthermore, in
order for recipients of these financial assistance schemes to qualify they were to meet the criterion
of being described as productive business venture. This Government scheme exposed micro-
lending sector to operational risks emanating from failure to qualify for the doled assistance.
Therefore, operational risk may force micro-lending companies into financial stress hence fail to

meet daily obligations for running an entity.
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incorporation, form  (for propi. 1 com| y) and form 13 (for isting com; 1y) should |

submitted to NBFIRA. This implies that before a micro- ding business commences
operation it should be a registered firm and evidence of authentication of the business must
be in the form of a certificate of incorporation. Furthermore, all the shareholders of the
micro-lending business should be stated on form 2. The sections on form 2 should be duly
completed, which includes: name of the shareholders; identify number / registration
number; residential address or registered office; postal address; number of shares to be
issued to each shareholder; class of shares (ordinary); the amount to be paid or other
consideration; signature of shareholder / shareholder representative and the date. The form
2 application requires the micro-lending company to state the names of persons acting as
directors and ¢t pany secretary of the proposed company. Furthermore, in the case of an
existing company form 13 must be completed as a notice to change of directors or
secretary of the company. However, operating a micro-lending business without complying
with statutory obligations may result in operational risk, compliance risk and legal risk. In
addition, if it is discovered by the regulators that a micro-lending company is not
satisfactorily meeting statutory requirements it may ultimately result in liquidation or it may

not be issued a license to operate as a micro-lender.

Detailed 3 - § year business plan: a micro-lender should prepare a detailed 3-5 years
plan which includes, the firm’'s vision, mission statement and strategic objectives. The
business plan is a detailed road map which indicates how the business will achieve its
intended goals on short-term, medium term and long-term. Therefore, the purpose of a
business plan is to show how the business will compete in a fast and technologically
changing environment. A Business Plan will incorporate cashflow projections which indicate
the financial viability of a micro-lender. It is advisable that the Business Plan should be
prepared by a qualified Accountant in order to enhance its credibility. Therefore, failure to
produce a credible Business Plan may resulit in problems associated with liquidity risk and
credit risk. However, if liquidity risk and credit risk are continuing in existence it may result

into liquidation of a micro-lender.

Latest financial statements for existing businesses: an existing micro-lender is
required to prepare and produce current financial statements, which are submitted both to
NBFIRA and Botswana Unified Revenue Services (BURS). The financial statements are
used to measure performance of the enterprise and establish whether it should continue to
be existence in the ensuing year (“Going concem concept’). Therefore, it is a requirement
for micro-lenders to submit financial statements to both regulators such as NBFIRA and
BURS, a failure to comply with any one of the regulators may lead into operational risk,

compliance risk and reputational risk. Furthermore, a micro-lending firm that fails to adhere
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imperative for a micro-lender to manage and mitigate against operational risk and

compliance risk.

» Proposed dispute resolution and complaints guidance: a proposed dispute resolution
and complaints guidance must be put in place in case of any future lawsuits. Evidence of a
detailed dispute resolution and complaints guidance determines how serious the micro-
lending company stands in relation to readiness to start up its operations. However, failure
to produce a proposed dispute resolution and complaints guidance may lead into
operational risk and compliance risk. Therefore, it is imperative for a micro-lender to be able
to manage and mitigate against operational risk, litigation risk and compliance risk by
ensuring that there is a comprehensive proposed dispute resolution and complaints

guidance.

» Delinquency policy: a micro-lender must have a clear delinquency policy which stipulates
the due dates for the loan repayment. The delinquency policy should clearly state the due
date that it is on the 1% day of each month or a payment is considered late if it is not
received on the 1%t day of each month. A late payment fee may be charged against the
customer if the loan repayment is received after the penalty date according to the loan
agreement document. The delinquency policy should state the procedures to be taken in
relation to a loan defaulter depending on the ageing of the outstanding loan balances,
which is normally as follows: 30 days, 60 days, 90 days and 120 days and over. However, if
the delinquency policy is not clear in terms of defaulters it may lead into problems related to
operational risk, litigation risk, reputational risk and liquidity risk. Therefore, micro-lenders
should have a clear delinquency policy in order to safeguard its business against

operational risk, litigation risk, reputational risk and liquidity risk.

» Loan underwriting policy: a micro-lender must develop an effective underwriting policy
which is used to decide as to whether an applicant is creditworthy, and a loan should be
offered to the client concerned. The underwriting policy should ascertain the minimum
requirements of information and analysis needed to grant a credit loan. The micro-lender
must ensure that the credit loan underwriting policy is ac juate and appropriate for the
risk-bearing of capacity of the micro-lending company including any board-established risk
appetite tolerances. Therefore, it is imperative for a micro-lender to have an effective loan
underwriting policy as a strategy of avoiding credit risk which may eventually force the

micro-lending firm into problems that are associated to operational risk and liquidity risk.

» Service level agreements (if applicable): a micro-lending company may face less

challenges if it has service level agreements with its clients as these provide an assurance
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which may affect the two spouses. The micro-lender may obtain debts ors™ 1conl s that
may affect both ouses in terms of lawsuits | ice the need to request the consent from
the other spouse. However, if the micro-lender fail to obtain a consent fromtl  spout this
may lead to a situation whereby the company may face a risk of failing to be registered as a
legal entity. Therefore, the consent of a spouse is necessary to avoid issi ; related to

operational risk, compliance risk and litigation risk.

» Anti-money laundering / combating the financing of terrorism (AML/CFT) policy: a
micro-lending company must put in place effective money laundering measures and
practices that promote anti-money laundering / combating the financing of terrorism (AML /
CFT) policy. This implies that micro-lender must put in place appropriate procedures and
controls that prevent money laundering. Furthermore, a micro-lending company should
appoint an official who will be charged with the duties of a Money Laundering Reporting
Officer (MLRO). The MLRO will ensure that the business complies with the best principles
of anti-money laundering / combating the financing of terrorism. The following is the
definition of “Money Laundering” from ACCA (2017:66):

“Money laundering are acts by criminals involving concealing the origin of proceeds
from illegal activities maintaining control over the proceeds and directing the
proceeds into legal activities so that at the end it appears as if the proceeds were

not from illegal activities.”

Therefore, a micro-lending company should not be involved in any illegal transactions or activities
because these unethical behaviours may lead into problems which are associated with operational
risk, compliance risk and legal risk hence, if this is discovered that a micro-lending company is

promoting money laundering the business may be forced to close its operations.

3.5 Adoption of ERM systems and risk management models in Botswana

In Botswana there are many Government initiatives which include: the National Development Plan
9 (NDP9), Financial Assistance Policy (FAP), Citizen Entrepreneurial Development Agency
(C™7DA), Local Enterprises Authority (LEA) and National Development Plan 10 (NDP10) that were
formulated with the objective of developing SMMEs, including micro-lending companies in
Botswana. It is sufficiently clear that these initiatives did not yield significant results as the rate of
failure in SMMEs is still high and this implies that these initiatives have been exposed to risk (See
section 3.2). Therefore, it is important to integrate ERM systems and risk management models into
these initiatives in order to safeguard against exposure to risk. Scholars such as Okurut et al.
(2011:64) conducted studies focusing on risk in the banking sector in Botswana and the banking

industry, is part of exclusion to this study as the main thrust is on micro-lending companies.

103






wunting which rc il 1 in fraudulent activitic is of tt Enron scandal where ehol li

oximately $74 billion and forced the entity to be liquidated (Li, 2010:38). Therefore, fii ¢

unting is ur 1 for reporting performance of an enterprise against set criteria or standards and
deviations must be investigated (Wood & Sangster, 2008:99). In Botswana SMMESs are guided
iAAP (2013:9) when preparing financial statements and failure to comply with these principles
assumptions may lead to -non-compliance related issues. GAAP (2013:9) requires accounting
titioners to prepare financial statements in line with the following principles and assumptions:
g concern, reliability, legal form, neutrality, completeness, relevance, materiality, matching and
ual basis accounting (See Cl ) ter 2, Table 2.13 - GAAP Applicable to SMMEs in Botswana).
ad on the statistics and literature from NBFIRA (2014:14) there is little attention on the
aration of financial statements, adherence to GAAP and submission of returns within the

o-lending businesses in Botswana. However, to close this gap it was inevitable to conduct this

y.

ssues related to internal controls and corporawe yuvernance

underperformance in the micro-lending companies in Botswana could have been contributed
isues related to poor internal controls and bad corporate governance. There is limited research
nternal controls and corporate governance in Botswana. This is a gap that needs to be
stigated and closed as internal controls, effective ERM systems and good corporate
srnance contribute to the success of an enterprise (COSO, 2013:1). Furthermore, senior
sutive management working in companies in Botswana adopt the King IV's report which is
owed from South Africa. Internal control, corporate governance and risk management assist
rprises in effectively monitoring and controlling business processes, procedures and policies
et al,, 2010:46). Evidence provided in literature for the high rate of failure in micro-lending
panies in Botswana is attributable to poor internal controls, bad corporate governance and lack
ffective risk management systems; therefore, it was inevitable to develop an inclusive
ework for ERM and sustainability that addresses the gaps in this sector. In addition,
ionents of corporate governance and internal controls such as Grant and McGhee (2014:129)
le that to ensure that there is good corporate governance and best practices in organisations,
phenomenon should be viewed beyond principles of corporate governance. Grant and
ihee (2014:129) believe that organisations should consider the character-building structures of
pany directors or directors’ personal ethics in order to enhance good governance and achieve

practices. Finally, if attention on character-building structures of company directors or
stors’ personal ethics had been given before Enron scandal, the impact where shareholders
approximately $74 billion could have been minimised (Grant & McGhee, 2014:129). Therefore,
stive internal controls and good corporate governance may only be achieved if there is support
| the board of directors, who also respect the principles of best practices (Grant & McGhee,
§:130).
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3.9 Chapter summary

This chapter focused on literature review in relation to performance, com| itiveness, growth and
sustainability in micro-lending sector in Botswana. Literature shows that there is a high rate of
failu  in micro-lending sector in Botswana. The Government of Botswana employed many
mechanisms to address the underperformance in the SMMEs. Initiatives such as NDP9, FAP,
CEDA, LEA and NDP10 were put in place in order to address SMN._s, and e epreneurship
development which meant to uplift I quality and standard of living for the locals and as well as
achieving the country’s Vision 2016. However, after adopting these Gove nent initiati 3, tl rate
of failure in micro-lending sector was and is still high approximately over 80% hence the need to
adopt a framework for ERM and sustainability in the micro-lending companies. A huge decrease in
the numbers of micro-leni g businesses in Botswana from 993 (2009) to 223 (2016) is worrison
and threatens the economy hence * : urgent need to conduct this study. Chapter four of this study
focuses on the research methodology and justification for selecting the methodology used.
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CHAPTER 4: RESEARCH METHODOLOGY

4. Introduction

The previous chapter discussed ERM and sustainability in the context of Botswana. This chapter
discusses the research methodology that informs the study. In addition, the chapter explains how
the study was conducted and other informed decisions underpinnii  the study. This chapter is
organised according to the following main sections: research philosophy; research approach;
research strategy; research methods and design; quantitative data collection phase; qualitative
data collection phase; integration of results and ethical considerations. The next section focuses on
research philosophy which provides the paradigm and the Meta-theoretic assumptions

underpinning this study.

4.1 Research philosophy

This section discusses the philosophies which were adopted in this financial accounting,
management accounting and finance research. Philosophies are basic beliefs or worldviews that
guide the study and influence the choices of methods used in a study (Lor, 2011:4). Lor (2011:5)
refers to a paradigm in social and organisational theory as the philosophical view on how to
position a research. According to Creswell and Plano Clark (2011:119) philosophical assumptions
assist in articulating the basis and foundation of a research. Creswell and Plano Clark (2011:119)
argue that paradigms (worldviews) shape the development of a research. An understanding of
different paradigms helps the study in answering research questions and resolving a research
problem. A pragmatic philosophy was used to integrate the findings of this study. ..erefore, this
study adopted four philosophical assumptions as part of answering the research question and

resolving the research problem (See Table 4.1).

Table 4.1: Four levels for developing a research study

Paradigm worldview
(Beliefs, for example epistemology & ontology)

Theoretical lens
(for example, feminist, racial, social science theories & systems
approach)

Methodological approach
(for example, ethnography, experiment & mixed methods)

Methods of data collection
(for example, interviews, checklists & instruments)

Source: Adapted from Crotty, (1998:88)
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wrch approach ii »le to addre the problem of busine: continuity in micro-lending

)yanies in Botswana.

.esearch Approach

' research problems are complex in nature and they need both quantitative and qualitative
nsions in order to fully address them (Creswell & Plano Clark, 2011.64; Leedy & Ormrod,
:329). The problems for performance, growth and competitiveness in micro-lending
yanies in Botswana are suitable for both quantitative and qualitative data hence this study
’s a mixed methods research. Mixed methods research involves collecting, analysing,
reting of both quantitative and qualitative data as well as integrating conclusions derived from
lata that creates a cohesive account of the research problem pursued in this study (Leedy &
od, 2016:329).

philosophical stance for using two or multiphase iterative designs is supported by Creswell
Plano Clark (2011:214) as it is believed that a single approach may not be adequate to
rstand the reality and develop knowledge on micro-lending enterprises in Botswana. Teddlie
Tashakkori (2009:23) argue that more emphasis and importance is given to a research
tion rather than the method and philosophical worldviews that underline both positivism and
yretivism approaches which can be used in a single study. According to Greene (2007:29)
natic assumptions support and value what works to address the research problem and sub-
arch problems from an epistemological point of view. (Bryman, 2006:107; Greene, 2007:29;
lie & Tashakkori, 2009:23) argue that pragmatism supports both inductive and deductive
ning as part of answering the research questions. A mixed method allows the research to
act with the participants and places importance on the researcher's value system when
rtaking the study. The research problem and sub-problems in this study aliowed an adoption
mixed methods design due to the fact that the research questions are suitable for both

titative and qualitative paradigms. The next section discusses the research strategy.

lesearch Strategy

» study research strategy has been commonly accepted in the accounting and management
unting research but rarely common in finance research environment (Miller & O'Leary,
:235). Accounting and management accounting literature has shown that case studies are
larly gaining acceptance in the accounting research as appropriate methods (Ryan et al.,
:75). The challenges for case study research in accounting are on what constitutes accounting
study and how appropriately it can be used beyond other research methods. According to
1 ef al. (2002:142) case study and fieldwork in accounting research refer to the practical setting
accounting environment. A case study simply means a single unit of analysis, for example it
t be a micro-lending company or another form of organisation that could be aggregated to

2 a unit of analysis. A case study provides an understanding of the nature of accounting in
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lar  ory des’

ly and O od (2016:331) argue that expli  ory design uses two phase - process whereby
guantitative phase con  first as ph: 1. Quantitative phase 1 focuses on collecting a
iderable amount of quantitative data in an experiment, ex post facto study or survey. The
ititative phase 1 stage yields statistical numbers such as percentages, mean, variances and
dard deviations. A qualitative phase 2 stage is involved in collecting qualitative data as a follow
of asking a sub - sample of quantitative phase 1 participants to describe perceptions, opinions,
ty and truth about their experiences and feelings during the experimental study in quantitative
i@ 1. The qualitative approach gives the investigator an opportunity of greater substance and
ning towards the numbers collected during quantitative phase 1. This study adopted an

anatory design (See Section 4.4.4).

Research methods

rding to Ryan ef al. (2002:154) the most common categories of research methods in
unting and finance are quantitative and qualitative. (Otley & Berry, 1994:45; Ryan et al.,
.75, Spicer, 1992:2) argue that accounting and finance research mainstream borrows
arch methods from economics, especially the quantitative methods (questionnaires / surveys).
scounting and finance research fewer accounting researchers, scholars and practitioners use
tative methods hence literature in the qualitative domain is limited. This is a gap that the
stigator sought to close through utilising quantitative and gualitative methods in this accounting

finance research.

quantitative method was used to collect data on a large sample and the qualitative method
then suitable in investigating the participants’ perceptions, reality, truth and feelings on the
al phenomenon by using the interviews. The adoption of the mixed methods in this study was
idress the weaknesses that are inherently found in both gquantitative and qualitative methods.
ixed methods research helped to design a focused inquiry about the phenomenon under
stigation that would not have been possible in a single method. (Anderson & Widener,
1:142; Atkinson & Shaffir, 1998:67; Lachmann, Trapp, & Trapp, 2017:43) argue that a mixed
10d provides a deeper understanding about the phenomenon under discussion and in this case

Joing concern problems in micro-lending businesses in Botswana.

| Mixed 2thods research design

researcher adopted a mixed methods as a suitable design for this study because it yielded
tic and richer findings to the complex adoption of a framework in micro-lending companies in
wana. Mixed methods helped the researcher not to depend on a single method of design in
srstanding ERM and sustainability adoption in micro-lending businesses. Furthermore, mixed

10ds helped in validating the results of the ERM and sustainability framework.
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ansv ed by proprietors only because of the relevance and nature appropriate for the business

owners.

4.6.3 Qualitative interviews

The research problem and objectives of the study influenced the choices of data collection
techniques. Yin (2011:20) argues that the use of many sources of evidence complement each
other in a single case study. In this study face-to-face interviews targeted a sample size of sixteen
(16) participants drawn from different positions and semi-structured questions were used (Creswell
& Plano Clark, 2011:119). The sample size of 16 patrticipants for the qualitative approach was used
until the researcher reached saturation level (this is the level where no new themes were recorded
from the participants). In this study saturation level was reached after interviewing the first group /
set of interviewers (selected by relevant positions). The investigator interviewed first set of 8
participants from the targeted sample of 16 participants and the interviewees continued to repeat
the same themes without any new themes during the interview process (therefore, saturation was
reached). The following Table 4.6 shows the demographics for 8 participants who were

interviewed.

Table 4.6: Demographics for participants who were interviewed

Employee Certificate Front Line Full-time Motswana
BGSCE Officer
(FLO)
RMO1 Employee | Female | 25 riofesommiar | RiSK | < T eitime Other 1
Certificate Manager
(RM)
OMO1 Employee | Male 49 Bachelor's Operations 2 Full-time Motswana 1
degree Manager
(OM)
ACCO01 | Employee | Female | 35 Professional | Accountant 2 Part-time Zimbabwean | 1
Certificate (ACC)
HRMO01 | Employee | Female | 20 Professional | Human 1 Part-time Motswana 1

- Certificate Resources

Manager
(HRM)
LOO1 plo | 22 Profe > |L s 1 Full-tir Mots' 1
Diploma Officer (LO)
CEO01 | Proprietor | Male 48 Professional | CEO -1 2 Fuli-time Motswana 1
Certificate Proprietor
(CEO)
B8MO1 Proprietor | Male 26 Honours’ Board 2 Full-time Motswana 1
Degree Member
(BM)
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owing is a summary of the criterion shown in . able 4.8: credibility. loption of i aropriate,
ognised research methods;

transferability. provision of background data to establish context of study and detailed
description of phenomenon in question to allow comparisons to be made (degree to which
findings are applicable / transferable)

data integrity and accuracy. this means that the data reflects reality thus replicability (ability
of another independent researcher to reach the researcher’s conclusions);

dependability. employment of “overlapping methods” (ability of findings to be repeated if
inquiry is replicated under the same conditions) and

confirmability: triangulation to reduce effect of investigator bias.

r to make valid conclusions based on the participants’ findings, other researchers’ results
are similar and dissimilar to this present study were considered. The use of other
ident researchers’ work assisted the researcher to achieve internal validity of this research.
ssent study used participants’ actual language (words) to describe events. (Saunders,
& Thornhill, 2003:76; Yin 2011:20) argue that researchers should be methodical when
ting a research in order to allow for completeness, cross-checking research procedures and
lidation. Multiple perspectives were used in strengthening the research results and making
inclusions. The research utilised multiple data sources to increase construct validity (Yin,
)). Finally, internal validity was addressed through rival explanation, pattern matching and
ttion building. Analytical generalisations were suitable for generalising this qualitative

h on concepts and theoretical constructs similar to other situations (Myers, 2009:10; Yin,

).

gration of results

ng to Venkatesh, Brown, & Bala (2013:23) meta-inferences refer to the integration of
itive and qualitative results. Meta-inferences in this study allowed comparison of
itive and qualitative analysis for rich insights into the findings about the phenomenon (ERM

ttainability framework) on decision making in micro-lending companies.

ical considerations

I to Robben and Sluka (2012:46) a researcl  must not plagiarise, fabricate or provide
it v or knowingly ) itinforn donor u Etk princip v v
pected throughout this study. The researcher obtained participants’ consent to participate in
1y (See Annexure D). Individual interviews were conducted on a face-to-face basis between
2archer and each interviewee, and information was kept confidential. No information was
1 to third parties as this would be infringement of the participants’ rights to privacy. A formal

slearance for this study was approved by an appropriate authority (NBFIRA) (See Annexure
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C). Permission to conduct this study was granted by NBFIRA a regulator of micro-lending
companies in Botswana. The researcher also obtained consent to participate in this study from the
participants (See Annexure D). The participants we not forced to participant and those willing to
withdraw v e allowed to do so at 1y time. The names of the participants remained anonymous
as the study used codes to represent each individual. Finally, the proposal for is study was
approved by the Human Resource Research Ethics Committee (HRREC) (See Annexure E) of
North West University (NWU).

4.9 Chapter summary

This chapter discussed the research methodology which was followed in this study for developing
a working framework for ERM and sustainability that may assist micro-lending companies in
addressir  business continuity problems. In addition, this chapter provided an explanation of how
sequential explanatory mixed methods (quantitative - qualitative) research (known as Quan-Qual
research) was used in this study. The research positioning and philosophy in this  1dy helped in
providing a foundation and grounding for the study. The chapter also discussed the research
paradigm, research methodology, research design, justification of utilising mixed methods, the
study population, sampling, data collection, data analysis, data presentation and ethical
considerations. The validity, credibility and reliability «  the study were also explained. The next
chapter presents and discusses the findings from the quantitative phase 1 of this study.



CHAP1 R 5: PRES "NTATION OF QUANTITATIVE DATA ANALYSIS AND DISCUSSION OF
FINDINGS

5.1 Introduction
This chapter focuses on empirical presentation, analysis and discussion of findings for data

collected from a survey of micro-lending firms in Botswana. The chapter comprises the
demographic data which forms an integral part of the descriptive analysis and the statistical
analysis of quantitative data. Findings from primary data gathered through completed

questionnaires are reported in order to reach conclusions about the problem under investigation.

The sample that was targeted for the quantitative method was 758 of micro-lending employees and
proprietors in Botswana. There were 667 respondents who participated and completed the
questionnaires from micro-lending firms. The respondents were also categorised as compliant 208
and non-compliant 459. SPSS software was used to analyse the quantitative data. Statistical tests
were computed at 5% level of significance. This chapter is divided into three sections as follows:
the first section presents the descriptive statistics which include sample data, of frequency tables
and relationships between demographics; the next section deals with factor analysis for items
which were used to measure the factors that affect Enterprise Risk Management (ERM) in micro-
lending companies in Botswana. Factor analysis for these items was used to measure factors that
contribute to the adoption of a framework for ERM and Sustainability that mitigates sources of risk
in micro-lending companies. The results of exploratory factor analysis were analysed. Communality
of data was assessed, and Cronbach’s Alpha was used to assess the reliability of constructs.
Sufficient validity and reliability were achieved through relationships between constructs based on
multiple independent variables. Finally, the degree of satisfaction was established from using a
framework for enterprise risk management and sustainability which was analysed using
independent samples of t-tests. The chapter concludes with a section that deals with inferential
analysis on the adoption of a framework for enterprise risk management and sustainability in
micro-lending companies used to mitigate sources of risk. The following Figure 5.1 shows a flow

diagram of the procedures adopted in the quantitative analysis.
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women everywhere in the interest of all hun ity. ,.erefore, the ™ :ijing :cla ion (19¢

established mechanisms where voices of both females and males were to be treated the same and
inscribed as equal rights or gender equality. Furthe »re, apart from the Beijing conference, there
are many other proponents that support females at both household and workplace levels. The
bargaining theory is a good example of a theory that advocates for women as effective negotiators
as they can bargain on behalf of their households. The bargaining theory is a concept that believes
women are powerful in bargaining and negotiating credit loans hence they can secure credit loans.
If women access to credit loans to be extended to the spouse this is likely to benefit the household
and the entire community. In most cases if it was the male counterpart who gets access to credit

loans it may not benefit the entire community, showing that women are responsible persons.

The critique of the bargaining theory views this concept differently as they feel that woman
borrowers may fail to meet the repayment obligations due to other household commitments and
then they become defaulters. If women become defaulters, then the concept of becoming powerful
negotiator diminishes and such clients would then fail to access credit loans. Furthermore, women
are high risk in terms of issuing credit loans, and this could affect the performance and
sustainability of micro-lending company. The results shown in Table 5.1 indicate that a larger
proportion of respondents was from females (63.6%) hence this reflected that more women are

employed in micro-lending companies in Botswana than men.

5.2.1.2 Age group

The distribution of participants by age group was measured using frequencies (See Table 5.1). The
findings revealed age group as follows: 18 - 30 years (25.19%); 31 - 40 years (24.41%); 41 - 50
years (13.3%), 51 - 60 years (18.4%) and 61 years and above (18.7%). The findings reflect that the
majority of the respondents were aged between 18 - 30 years, followed by those who were in the

age group of between 31 - 40 years whilst the minority age range was between 41 - 50 years.

The findings of this study imply that micro-lending companies employ young people between the
age 18 - 30 years who have just completed senior secondary school or tertiary education level.
The results imply that it is easy for micro-lending companies to attract the youth to work for their
institutions as they would be desperately looking for employment. The youth are willing to be paid
minimum wage as they get expi :d to both social 1d economic challenge Tt ro 1 reve

that the combination of age groups between 18 - 30 years and 31 - 40 years are in the youth
category. In Botswana a youth is defined by age up to 40 years and it emerges that this is the age
range that is employed in the micro-lending companies. The findings reflect a decline in the age
group between 41 - 50 years which show a stability of adults being retained at the workplace. In
the age group between 41 - 50 years individuals are well experienced and qualified hence this

range represents the minority of the respondents working in micro-lending companies as they are
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3y have scarce skills due to restrictive regulations. The localization policy encourages empioyers
give p ence to Batswana, when offering employn it. The patria  are therefore fewer
id employed on part-time basis. . .nally, the results in Table 5.1 for emplo, :nt status revealed
at the employment of other nationalities is subject to strict conditions and these are employed on
irt time basis hence micro-lending companies are dominated by a majority of full-time employees.
iese findings confirm those of a study by Budhwar and Mellahi (2007:3).

2.1.5 Highest qualification

1e distribution of respondents by highest qualification was measured using frequencies (See
ible 5.1). The findings revealed highest qualification as follows: Certificate in BGCSE or
juivalent (8.1%); Professional Certificate & Diploma (61.9%); Bachelor's Degree (15.5%);
nours’ Degree (7.8%); Masters’ Degree (5.1%) and Doctoral Degree (1.6%). The findings
licate that most of the respondents were holders of Professional Certificate and Diploma,
lowed by holders of a Bachelor’'s degree whilst a minority were the holders of Doctoral Degree.

1e findings of this study imply that micro-lending companies employ people with Professional
srtificates and Diplomas as they are easy to attract in terms of salary packages. The results also
flect that it is difficult for employers in the micro-lending companies to attract prospective
nployees who hold postgraduate qualifications such as Honours’ Degree, Master's Degree and
rctoral Degree. The findings suggest that prospective employees with postgraduate qualifications
e mostly attracted by banks, medium to large businesses and large corporations. Furthe ore, it
not a norm to find qualified employees with Doctoral Degrees working outside the tertiary sector
ducation industry). However, the small proportion of employees with Doctoral Degree
lalifications are either occupying Chief Executive Officers (CEQ) positions, Board Member
isitions or they are the owners of the micro-lending businesses (proprietors). In some instances,
ose with Doctoral Degree get employment in the micro-lending for purposes of gaining
perience and once they get qualified it becomes easy to look for greener pastures in larger

stitutions.

1e results imply that it is easy for micro-lending companies to attract the youth to work in their
stitutions as they would be desperately looking for employment as some of the youths hold
lalifications which are not attractive to large corporations. The youths with Professional
srtificates and Diplomas are willing to be paid minimum wage as they would be exposed to both
cial and economic challenges. These findings confirm those of a study by Hanushek and W
smann (2006:66).
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t well experienced 1y affect the smooth running of the enterprise’s operations, may result into
obll ; associated with business continuity. Staff who are experienced may expose an
terprise to high risk which may affect the effectiveness and efficiency of the business model.
oponents of ERM are of the view that experienced personnel may assist enterprise to adhere
id comply with good corporate governance and best practices which influence growth,
mpetitiveness and sustainability. In this case quality assurance has been compromised through
nploying only a minority experienced personnel, who may fail to put in place effective internal
ntrols and accounting systems. These findings confirm to those of a study by Dalal, Lam, Weiss,
elch, & Hulin (2009:1053) which reached similar conclusions with regards to the extent of

‘perience in the workforce for micro-lending enterprises.

2.1.8 Micro-lending company registered with NBFIRA

1e distribution of participants by micro-lending company registered with NBFIRA was measured
ing frequencies (See Table 5.1). The findings revealed micro-lendii company registered with
3FIRA as follows: Yes (98.7%) and No (1.30%). The findings indicate that most of the
spondents were registered with NBFIRA. NBFIRA is the regulator that monitors the day to day
rerations of micro-lending businesses in Botswana. The findings reflect that a minority of the
spondents were not registered with NBFIRA. According to the requirements of NBFIRA (2014),
icro-lending companies not registered may be at the verge of collapsing. It is a serious offence to
)erate a micro-lending company without a license and such entities may be exposed to heavy

nalties.

2.1.9 Trained to work in a micro-lending company

e distribution of respondents by trained to work in a micro-lending company was measured
iing frequencies (See Table 5.1). The findings revealed trained to work in micro-lending company
i follows: Yes (12.9%) as the minority whilst the majority was not trained to work in such
itablishments (87.10%).

1e findings of this study imply that there is lack of training in micro-lending companies hence this
ip may contribute to poor performance and effectiveness within an enterprise. Lack of training
ay lead to poor quality mechanisms which compromise the enterprise’s performance. This gap in
lation to training may affect the effectiveness of L. ../ systems which may expose the entity into
3h risk. The results indicated a minority of respondents (12.9%) who have been trained to work in
micro-lending which shows that training and development of staff should be given preference as
2ll incorporated into the framework for ERM systems. These findings are similar to those of a
udy by Ford (2014:14).
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of (0.970). Marketing challenges / constraints faced with mii  lending company obtained a KMO
of (0.889). Sources of business for micro-lending company obtained a KMO of (0.919). Adoption of
enterprise risk management obtained a KMO of (0.894). Control measures of enterprise risk
management obtained a KMO of (0.769). Employee exposures as an important part of enterprise
risk management obtained a KMO of (0.860). External exposures as important part of enterprise
risk management obtained a KMO of (0.936). Methods as the most appropriate to identify various
risk types obtained a KMO of (0.867). Important elements of enterprise risk management process
obtained a KMO of (0.873). Primary factors of enterprise risk management obtained a KMO of
(0.852). Primary risk types within your organisation obtained a KMO of (0.924). Process exposures
as important part of enterprise risk management obtained a KMO of (0.831). Implementation of
qualitative methods to measure enterprise risk management obtained a KMO of (0.762).
Implementation of quantitative methods to measure enterprise risk management obtained a KMO
of (0.837). Risk financing techniques obtained a KMO of (0.607). System exposures as important
part of enterprise risk management obtained a KMO of (0.923). Corporate governance obtained a
KMO of (0.949). Profitability and liquidity ratios obtained a KMO of (0.947) and finally Critical
success factors for stakeholder management obtained a KMO of (0.967).

The exploratory factor analysis identified factors with the following KMO values on data set
involving proprietors: Managerial and innovation obtained a KMO of (0.706). Motivation obtained a
KMO of (0.594). Perceptions towards Risk Manager (RM) obtained a KMO of (0.640). Other risk
oversight obtained a KMO of (0.630) and finally Taking opportunities obtained a KMO of (0.650).

The associated Bartlett's Test of Sphericity was found in nineteen cases representing employee
(respondents) and five cases representing proprietors (respondents), which is a total of 24 cases to
be statistically significant at the p< .000. The study used the principal component analysis method
to extract factors from the data which describes the best underlying relationships or correlations
among variables. The study used eigenvalues of 1 and above with loads of 0.3 in the exploratory
factor analysis. The challenges / constraints faced by micro-lending company accounted total
percentages of variance explained of 69.02%. Marketing challenges / constraints faced by micro-
lending company accounted total percentages of variance explained of 72.64%. Sources of
business for micro-lending accounted total percentages of variance explained of i %. Adoption of
enterprise risk management accounted total percentages of variance explained of 75.42%. Control
measures of enterprise risk management accounted total percentages of variance explained of
90.46%. Employee exposures as an important part of enterprise risk management accounted total
percentages of variance explained at 68.07%. External exposures as important part of enterprise
risk management accounted total percentages of variance explained at 87.67%. Methods as the
most appropriate to identify various risk types accounted total percentages of variance explained of

90.95%. Important elements of enterprise risk management process accounted total percentages
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management (0.913). Risk financing techniques (0.735). System exposures as important part of
enterprise risk management (0.971). Corporate governance (0.984). Profitability and liquidity ratios
(0.970) and finally critical success factors for stakeholder management (0.988).

Cronbach’s Alpha values on data set involving proprietors: Managerial and innovation (0.884).
Motivation (0.757). Perceptions towards Risk Manager (RM) (0.660). Other risk oversight (0.856)
and finally taking opportunities (0.668).

The findings of this study were measured by Cronbach’s Alpha, and revealed that all the identified
factors had acceptable levels of reliability as there were 0.70 and above. This shows that there
were high levels of consistency of the 5 - point Likert scales used in the questionnaire as alluded
by Nunnally (1978:26).

The following Table 5.2 shows the mean values and standard deviation scores of ERM and
sustainability by micro-lending companies in Botswana. The highest mean values and standard
deviation scores were analysed based on the employee and proprietor perspectives. The highest
mean value was 4.6854 with a standard deviation score of 0.61857 based on employee
perspective, from variable challenges / constraints. The second highest mean values were 4.6297
with standard deviation scores of 0.63228 based on employee perspective, which were from the

following two variables; marketing challenges and primary risks.

The highest mean value was 3.3540 with a standard deviation score of 0.73184 based on a
proprietor perspective was from a variable motivation. The second highest mean value was 2.7660
with a standard deviation score of 0.94269 based on a proprietor perspective was from a variable

risk oversight.

Table 5.2: Descriptive Statistics for Enterprise Risk Management and Sustainability

"Challenges / Constraints 667 46854 + 061857

| Marketing challenges 667 4.6297 + 0.63228

| ATOPUON 0o/ I.1Y££ T V.0 1004
LONuol measures 667 2.59... £0.69183
Employee exposures 667 2.3853 £ 0.81953
External exposures 667 2.1679 = 1.22316
Identify risk types 667 2.1582 £ 0.90684
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1 efore, these :thods used in identification of vai 1s types of risks should | embedi 1 in

the framework fi  enterprise risk managen .

5.3.1.9 Important elements
’le 5.11: Likert scale: portant elements

To what extent has your organisation recognized the following as the important elements of an
enterprise risk management process? Indicate your response on a scale ranging from Strongly
Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1. (Please simply put a
“circle” on a number representing your preferred answer, if you make a mistake, put an “X” across

the circle and choose another answer).

A factor analysis was carried out on how micro-lending company recognized important elements of
an enterprise risk management process. The important elements of an enterprise risk management
include the following: risk identification; risk evaluation / measurement; risk control and risk
financing. A moderate mean of 2.1252 and a low standard deviation of 0.94593 were confirmed
through the factor important elements. This mean reflects a tendency towards the lower end of the
Likert scale of above 2. in Table 5.11 and this implies that there is a lack of awareness in micro-
lending companies in terms of recognition of important elements of an enterprise risk management
process. It is perceived that if an enterprise fails to recognise important elements of an enterprise
risk management process such as risk identification; risk evaluation / measurement; risk control
and risk financing may be exposed to high risk which may significantly affects the ability of
achieving critical business models and ultimately jeopardize the sustainability, competitiveness and
growth of the company (Lyon & Popov, 2016:40). These findings concur with studies conducted by
(Lyon & Popov, 2016:40) as it advocates that firms which incorporate effective enterprise risk
management processes and adopt operational risk management framework systems within their
strategic plans tend to be highly successful organisations. Therefore, it is imperative to incorporate
these important elements of enterprise risk management into the framework for micro-lending
companies as mechanisms of safeguarding and addressing the challenges of business closure

which is so prevalent in this sector.

5.3.1.10 Primary factors
Table 5.12: Likert scale: Primary factors

To what extent has your organisation implemented the following as primary factors of enterprise
risk management? Indicate your response on a scale ranging from Strongly Agree = 5, Agree = 4,
Neutral = 3, Disagree = 2, Strongly Disagree = 1. (Please simply put a “circle” on a number
representing your preferred answer, if you make a mistake, put an “X" across the circle and

choose another answer,).

147






herwise failure may result into liquidation as in tI  case of micro-lending companies in
3. Micro-lending compan : in Botswana face business continuity challenges as
d with empirical data from NBFIRA (2014:17). Therefore, for the « :tor to remain viable
essful it is imperative to develop a framework for enterprise risk management and
iility which could be used as a mechanism of safeguarding against sources of risk.
J to Lyon and Popov (2016:40) organisations that fail to mitigate risk such as credit risk;
sk; liquidity risk; intertest risk; country risk; reputation risk; legal risk and operational risk
face business continuity challenges as in the case of micro-lending companies in
1. Therefore, this study acts as an intervention to the survival of existing and future micro-
:ompanies in Botswana as it addresses pertinent issues that affect performance and
continuity in this sector. These findings concur with studies conducted by (Lyon & Popov,
that promote effective and efficient enterprise risk management strategies which tend to
business sustainability. Furthermore, similar sentiments have been submitted by risk
nent advocates such as Baxter et al. (2013:1264) and Hoyt and Liebenberg (2011:797)
jest that enterprise risk management improves performance, helps firms to avoid losses,
cy and reputational costs. Therefore, micro-lending firms should adopt risk management

ks as they enhance effective decision-making.

Process exposures

14: Likert scale: Process exposures

extent has your organisation recognized process exposures as important part of enterprise risk
nent? Indicate your response on a scale ranging from Strongly Agree = 5, Agree = 4, Neutral = 3,
=2, Strongly Disagree = 1. (Please simply put a “circle” on a number representing your preferred

if you make a mistake, put an “X” across the circle and choose another answer).

1nalysis was carried out on how micro-lending company recognized process exposures as
t part of enterprise risk management process. The process exposures as part of important
ise risk management include the following errors in procedures / methodologies;
tation errors; product complexity and security risks. A moderate mean of 2.0266 and a
dard deviation of 1.04225 were confirmed through the factor process exposures. This
lects a tendency which is almost towards the lower end of the Likert scale of above 2. in
l14 and this implies that there is a lack of awareness in micro-lending companies in terms
nition of process exposures as important part of enterprise risk management. It is
e to educate employees and management about process exposures such as errors in
es / methodologies; documentation errors; product complexity and security risks, since
)cesses and procedures promote effective and efficient risk management systems. The

s on effective and efficient risk management systems was also supported in studies by

149







following quantiauve methoas 10 measure enterprise nsk management? Indicate your  ponse
on a scale ranging from Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly
Disagree = 1. (Please simply put a “circle” on a number representing your preferred answer, if you

make a mistake, put an “X” across the circle and choose another answer).

A factor analysis was carried out on implementation of quantitative methods used to measure
enterprise risk management. The quantitative methods used to measure enterprise risk
management are casual modelling; risk indicators; escalation triggers and loss-event database. A
low mean of 1.9543 and a low standard deviation of 0.72180 were confirmed through the factor
quantitative methods. This mean reflects a tendency towards the lower end of the Likert scale of
above 2. in Table 5.16 and this implies that there are poor implementation strategies in relation to
quantitative methods used to measure enterprise risk management. Quantitative methods used to
measure enterprise risk management are important as it would be easier to identify which risk
types are more prevalent in each business unit hence proper mitigation strategies may be
implemented. These findings further imply that micro-lending companies in Botswana rarely use
guantitative methods to measure enterprise risk management. According to Florio and Leoni
(2017:6) organisations that fail to recognise quantitative methods used for measuring enterprise
risk management such as casual modelling; risk indicators; escalation triggers and loss-event
database tend to face business continuity challenges as in the case of micro-lending companies in
Botswana. Therefore, this study acts as an intervention to the survival of existing and future micro-
lending companies in Botswana as it addresses pertinent issues including advocating for use of
quantitative methods. These findings concur with studies conducted by Florio and Leoni (2017:6)
as both studies promote effective and efficient enterprise risk management objectives which tend

to promote business sustainability.

5.3.1.15 Risk financing techniques
Table 5.17: Likert scale: Risk financing techniques

To what extent has your organisation recognized the importance of and implemented the
following risk financing techniques? Indicate your response on a scale ranging from Strongly
Ag =5, Agree = 4, Neutral = 3, Disagree 2, Strongly Disagree 1. (Please simply put a
“circle” on a number representing your preferred answer, if you make a mistake, put an “X” across
i

A factor analysis was carried out on implementation of risk financing techniques used in enterprise

risk mai jement systems to mitigate sources of risk. The risk financing techniques used in

enterprise risk management systems to mitigate sources are risk transfers (to third parties -
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robust enterpric  risk inag.. . :ntin  inaging and mitigating risk. These findings concur
ies conducted by Fraser and Simkins (2016:690) as they both have some commonalities
irting effective implementation of enterprise risk management. Therefore, it would be
t for micro-lending companies to incorporate effective systems exposures in their risk

nent systems in order to remain in a competitive environment.

Corporate governance

19: Likert scale: Corporate governance

ywing corporate governance mechanisms affect performance, growth and competitiveness of a
1ding company, indicate your agreement or disagreement on scale ranging from Strongly Agree =
= 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1. (Please simply put a “circle” on a number

iting your preferred answer, if you make a mistake, put an “X” across the circle and choose another

analysis was carried out on corporate governance mechanisms that affect the
nce, growth and competitiveness of a micro-lending company. The corporate governance
sms that affect the performance, growth and competitiveness of a micro-lending company
ollows: ownership; board size; outsiders in board; audit committee; outsiders in audit
:e; total employees in the firm; human resources manager; family CEQ; firm size; fixed
nvestments; total assets; solidarity; nature of firm and firm age. A moderate mean of
ind a low standard deviation of 1.16700 were confirmed through the factor corporate
1ce. This mean reflects a tendency towards the lower end of the Likert scale of above 2. in
I9 and this implies that there is a lack of awareness in micro-lending companies in terms
standing risk governance. The strategy on how to manage the business and corporate
s are important for decision - making. The COSO (2013:1) and the King (2016:43) provide
» must be a separation of duties of the Chief Executive Officer (CEO) and other influential
such as Financial Director in order to remove individual dominance in decision-making. In
y the results reveal that the CEO plays so many roles in the managing of micro-lending
this may be associated with some elements of biasness. In Table 5.1 the results reflect
% of the respondents are CEOs - Proprietors, 7.9% are Operations Mangers, 4.8% are
ints, 17,5% are Frontline Officers, 1.9% are Risk Managers, 3.7% are Human Resources
s, 13,5% are Loans Officers and 1,3% Board Members. This shows that majority of the
il in tl - opt - N o b\ , if ¢ '
| they may be subject to bias as evident in the studies by Sheedy d Griffin (2017:2).
and Griffin (2017:2) argue that the presence or the balancing of the organisational
structure with Chief Risk Officers (CF ~ brings in independent and well - resourced risk
nent function which promote best practices. This study shows a small proportion of

nts who hold Risk Manager’'s position in micro-lending companies and is typically
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wviation of 0.92799 were confi  :d thror 1 the factor profitability ratios. This mean
ndency which is st towards the lower end of the Likert scale of above 2. in Table
his implies most of the micro-lending companies in Botswana are not applying
ratios used for measuring organisational performance. In financial management
ratios are used to measure organisational performance and financially sound of an
itioners and scholars such as (Florio & Leoni, 2017:7);(Hoyt & Liebenl . 2011:808)
y, 2011:41) concur that organisations that fail to apply accounting ratios such as
ratios and liquidity have challenges related to busii s continuity and sustainability.
case with micro-lending compar : in Botswana as they are faced with business
1allenges as the reduction in numbers, year on year is reflected with empirical evidence
RA, 2014:17). There is also a challenge in the licensing requirements for micro-lending
articularly on the area of financial liquidity as it is determined in a form an amount of
instead of being in a form of a financial ratio. ..1e background to the financial liquidity
»-lending sector in Botswana is that a prospective company should show evidence of

) in its bank account and this appears to be a small amount to cater for working capital.

t is imperative to maintain a certain ratio similar to the model that is used in the banking
I as the Capital Adequacy (Basel lilI). According to Grody and Hughes (2016:130)
quacy (Basel lll) is a tool used for evaluation, monitoring and control of the financial
of the financial services sector particularly in the banking sector. The Capital Adequacy
1 with the leverage ratio which measures the liquidity of the bank and this is an initiative
roduced during the financial crackdown, the period following the global financial crisis.
loes not focus on financial institutions, but characteristics of micro-lending sectors are
lar to the financial sectors and policy makers may incorporate or adopt some of the
5 behind the Basel Il initiatives. Furthermore, micro-lending companies depend heavily
| reporting (financial statements) which are perceived to be historical and may not
' assist in detecting or predicting the current and future financially stability of an
Therefore, it would be prudent to adopt a framework for enterprise risk management
ability that comprises of a Capital Adequacy Risk Ratio which links between NBFIRA
ending firms through technology (software). The NBFIRA will then flag those micro-
ich shows red signals and then advised accordingly through financial advisors.

this strategy will assist in avoiding micro-lending companies to face sustainability

ikeholder management

Likert scale: Stakeholder management

ing critical success factors for stakeholder management affect perform: :e, growth and

2ness of a micro-lending company, indicate your agreement or disagreement on scale
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or micro-lending ¢ )anies to highly consider the positions of Risk Mangers on its
wurces management policies in order to achieve effective and efficient enterprise risk

nt systems and avoid the challenges related to business continuity and sustainability.

sk oversight
Likert scale: Risk oversight

xtent would you agree or disagree that other risk oversignt are critical success factors |
pment of micro-lending companies? Indicate your agreement or disagreement on scale
m Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.
mply put a “circle” on a number representing your preferred answer, if you make a

ut an “X” across the circle and choose another answer).

1alysis was carried out on other risk oversight that are critical success factors for
1t of micro-lending companies. The following are other risk oversight that are critical
ctors for development of micro-lending companies: the risk committee meets often
provide genuine oversight of the organisation’s risks; our processes ensure that
stivities are consistent with risk appetite; directors meet regularly with the executive; |
ent time to review the materials sent to me in advance of meetings; the board owns the
2 statement and reviews it on regular basis; we often don’'t have time to think about all
lications when making decisions and businesses with usually high profits attract greater
scrutiny. A moderate mean of 2.7660 and a low standard deviation of 0.94269 were
hrough the factor risk oversight. This mean reflects a tendency which is almost towards
nd of the Likert scale of above 2. in Table 5.25 and this implies that there is a lack of
in micro-lending companies in terms of understanding risk oversight. Risk oversight is
) the success of an enterprise risk management system and this is supported by studies
and Griffin (2017:9). The findings for the studies by Sheedy and Griffin (2017:9) are
lifferent and the opposite to the findings of this study for micro-lending companies, with
of above 5 and a low mean of above 2 respectively, on oversight risk. In the studies by
1 Griffin (2017:9) it implies that it is important to recognise oversight risk and this is not
f micro-lending companies. Therefore, it is important for micro- 1ding companies to
sider oversight risk into its processes, policies and procedures in order to achieve
d it o opric 1N jement d avoid tl ¢l ) to

ntinuity and sustainability.

1king opportunity
Likert scale: Taking opportunity

xtent would you agree or aisagree that taking opportunities are critical success factors
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organisation; respondent groups; gender and is your organisation registerr  with NBFIRA). The:

t-tests in this section were based on the employees’ perspectives and proprietors’ perspectives.

5.4.1.1 Employment status

The findings revealed that there was a statistically significant difference between employment
status and sources of business for micro-lending companies in Botswana, (t= 3. 092, p = 0.002),
an independent samples t-test was performed (See Table 5.27). The findings show that there is a
statistically significant difference on how respondents view sources of business for micro-lending
such as credit card; mortgage; home improvement loan; business loan; car loan; student loan;
personal loan and payday loan. The findings reflect a mean of 4.4123 for full-time employment
status and a mean of 4.1149 for part-time employment status. The respondents who were on full-
time employment status understood the sources of business more than those who were on part-
time employment status. Therefore, micro-lending companies should put in place employment
policies which encourages full-time employment rather than part-time employment status as those
on full-time would have experience to mitigate risk. The challenges for employing part-time
employees are that chances for violating, internal controls and rules as they may not be worried
about any consequences about organisation’s future. Furthermore, there is high risk in terms of
employing part-time employees hence micro-lending companies should adopt human resources
management policies which advocate for full-time employment in order to avoid costs related to
poor enterprise risk management. The findings on demographic of this study revealed that critical
positions such as risk managers and accountants occupied by part-time respondents expose
micro-lending businesses to risk. This t-tests satisfy one of the objectives of this study, to ascertain
procedures and internal controls in micro-lending businesses. It is perceived that poor internal
controls may affect organisational performance which may lead to problems associated with

sustainability and business continuity.

The findings revealed that there was a statistically significant difference between employment
status and challenges / constraints faced with micro-lending company, (= 4.584, p = 0.000), an
independent samples t-test was performed (See Table 5.27). The findings show that there is a
statistically significant difference on how respondents view challenges / constraints faced with
micro-lending company such as; customers relationship; organisational design; managerial
background; human resources management development, working capital, marketing activities;
managerial activities; investment analysis; social-economic problems (interest rates, inflation and
retrenchments); technological changes; competitive strategy; personal factors; attracting and
recruiting suitable staff, experience in owning or running business; business location / business
site; accessibility of growth financing sources; strict government regulations; financial liquidity of
P20,000.00 to be maintained all the times and ownership of enterprise being individual proprietor.
The results reflect a mean of 4.7116 for full-time employment status and a mean of 4.2390 for part-
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interest rate risk; country risk; reputation risk; legal risk 1d o atioir risk. T  findings ita
mean of 4.6578 for full-time employment status and a mean of 4.1514 for part-tin employment
status. The respondents who were on full-time employment status understood the primary risk as
compared to part-time employment status respondents. The respondents on | t-tin n /s
ha iough to deal with primary 1+ [t ice there is need for inten tion through training d
development of all staff members about sources of risk in order to avoid issues related to
sustainability and growth. . .iis t-tests on primary risk and employment status addresses one of the
objectives of the study, to establish sources of risk that affect sustainability in micro-lending
companies. The sources of risk that affect sustainability in micro-lending companies are as follows;
credit risk; market risk; liquidity risk; interest rate risk; country risk; reputation risk; legal risk and
operational risk and these sources of risk should be included in the framework for enterprise risk
management and sustainability for micro-lending in Botswana. This would be part of the
contribution of this study to policy makers and other stakeholders.

The findings revealed that there was a statistically significant difference between employment
status and primary factors, (= - 5.105, p = 0.000), an independent samples t-test was performed
(See Table 5.27). The findings show that there is a statistically significant difference on how
respondents viewed primary factors of enterprise risk management within their organisations such
as; employees’ misconduct; processes; systems and external factors (e.g. natural disasters; fraud,
political pressures). The findings reflect a low mean of 1.9786 for full-time employment status and
a high mean of 2.7365 for part-time employment status. The respondents who were on part-time
employment status are more conscious than full-time employment status in relation to
implementation of primary factors of enterprise risk management. This may be perceived as
resistance to change hence strict measures are required to address the issues surrounding poor
enterprise risk management which is linked to performance and sustainability problems. The
findings reflected that majority of employees are on full-time, therefore in order to address
problems associated to business continuity in micro-lending it is encouraged to implement
awareness on primary factors of enterprise risk management. ..is t-tests satisfy one of the
objectives of this study, to determine the challenges that contributes to the closure of micro -

lending companies.

The findings revealed that there was a statistically significant difference between employment
status and employee exposures, (t= - 6.129, p = 0.000), an independent samples t-test was
performed (See Table 5.27). The findings show that there is a statistically significant difference on
how respondents viewed employee exposures as an important part of enterprise risk management
within their organisations such as; incompetence; human error (negligence), low morale; high staff
turnover; fraudulent / criminal activities by employees and lack of training. The findings reflect a low

mean of 2.3394 for full-time employment status and a high mean of 3.1667 for part-time
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nstraints related to business continuity and sustainability as evidenced in this study for micro-
ding sector. This t-tests satisfy four of the objectives of this study, to establish sources of risk
it affect sustainability in micro-lending companies; to determine the chalienges that contributes
the closure of micro-lending companies; to ascertain procedures and internal controls in micro-
1ding businesses and to develop a framework for enterprise risk manaacement that can be used

mitigate risks in micro-lending companies.

e findings revealed that there was a statistically significant difference between employment
itus and quantitative methods, (t = - 4.564, p = 0.000), an independent samples t-test was
rformed (See Table 5.27). The results show that there is a statistically significant difference on
w respondents viewed quantitative methods used to measure enterprise risk management within
3ir organisations such as; casual modelling; risk indicators; escalation triggers and loss - event
tabase. The findings reflect a low mean of 1.9238 for full-time employment status and a high
q:an of 2.4730 for part-time employment status. The respondents who were on part-time
iployment status managed to appreciate quantitative methods used to measure enterprise risk
inagement more than full-time employment status. This shows that the part-time employees
preciate quantitative methods more than full-time employees hence the need to engage them as
I-time personnel. However, a failure to appreciate methods used to measure enterprise risk
inagement such as; casual modelling; risk indicators; escalation triggers and loss - event
tabase may result into a collapse of an enterprise. ..ierefore, poor appreciation of methods used
measure enterprise risk management is supported with the findings of this study which reflect
it most of respondents who are responsible for championing and mitigating risks are employed
part-time basis (risk managers and accountants) and those on full-time basis are not in a
sition to mitigate sources of risk. . urthermore, the findings indicated low percentages of (1.9%
d 4.8%) for respondents who are risk managers and accountants, respectively (See Table 5.2).
e results also show that the majority of respondents’ highest qualification was a professional
rtificate and diploma which constitute a ratio of 61.9% of the respondents. This shows that micro-
1ding companies are exposed to high risk and more emphasis must be given towards training
d development as a strategy of closing this gap which may lead into poor enterprise risk
inagement systems and best practices. A policy should be put in place that any registered
cro-lending company must use gquantitative methods such as; casual modelling; risk indicators;
calation triggers and loss - event database in order to appropriately measure risk. However, a
[ | W for | ' | into cl /
I raints related to business continuity and sustainability as evidenced in this study for micro-
iding sector. s t-tests satisfy four of the objectives of this study, to establish sources of risk
it affect sustainability in micro-lending companies; to determine the challenges that contributes

t closu of micro-lending companies; to ascertain pro. lures and internal controls in micro-
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shows that the part-time employees appreciate risk financing techniques more than full-time
loyees hence the need to engage them as full-time personnel. However, a failure to appreciate
financing techniques as part of enterprise risk management such 3, risk transfers (to third
es- insurance companies); risk retention (funded) and risk retention (unfunded) may result into
llapse of an enterprise. Therefore, poor appreciation of risk financing techniques as part of
rprise risk management is supported by the findings of this study which reflect that most of
ondents who are responsible for championing and mitigating risks are employed on part-time
5 (risk managers and accountants) and those on full-time basis are not in a position to mitigate
ces of risk. Furthermore, the findings indicated low percentages of (1.9% and 4.8%) for
ondents who are risk managers and accountants, respectively (See Table 5.2). The findings
show that the majority of respondents’ highest qualification was a professional certificate and
ma which constitute a ratio of 61.9% of the respondents. This shows that micro-lending
panies are exposed to high risk and more emphasis must be given towards risk financing
nigues as a strategy of closing this gap which may lead into poor enterprise risk management
ams and best practices. A policy should be put in place that any registered micro-tending
pany must apply risk financing techniques such as; risk transfers (to third parties - insurance
panies); risk retention (funded) and risk retention (unfunded) in order to manage and mitigate
However, a failure to use appropriate risk financing techniques for managing and mitigating
may lead into challenges / constraints related to business continuity and sustainability as
anced in this study for micro-lending sector. This t-tests satisfy four of the objectives of this
y, to establish sources of risk that affect sustainability in micro-lending companies; to
rmine the challenges that contributes to the closure of micro-lending companies; to ascertain
edures and internal controls in micro-lending businesses and to develop a framework for

rprise risk management that can be used to mitigate risks in micro-lending companies.

findings revealed that there was a statistically significant difference between employment
Is and adoption of enterprise risk management, (t = - 1.501, p = 0.0134), an independent
oles t-test was performed (See Table 5.27). The findings show that there is a statistically
ficant difference on how respondents viewed adoption of enterprise risk management as
rtant aspect of organisational performance as follows; an adoption of enterprise risk
agement process that aligns with strategy and objectives; an adoption of risk identification as
nportant ongoing process; an adoption of a separate enterprise risk management structure; an
i of «¢ g line wi al tl =0; i

rprise risk management as a function and responsibility of the board of directors; anz » on
uidity regulatory capital allocation for enterprise risk management; an adoption of a fram  ork
nterprise risk management and sustainability that mitigates sources of risk and an adoption of
rprise risk management process as an integral part of the enterprise’s overall n jen it

ess. The findings reflect a low mean of 1.7835 for full-time employment status and a mean of
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indings revealed that there was a statistically significant dif ence between have you been
id to work in a micro- ding company? and marketing ¢l leni ./ constraints faced with
-lending company, (t= -15.499, p = 0.000), an independent samples t-test was performed
Tat  5.28). The findings show that there is a statistically significant difference on hc

indents viewed you have been trained to work in a micro-lending company? and mar ing
:nges / constraints faced with micro-lending company. The findings reflect a mean of 3.7837
‘es” respondents and a mean of 4.7549 for “No” respondents. The respondents who recorded
" were many as compared to “Yes’, therefore, this shows a lack of training and development
sro-lending companies in Botswana. However, failure to improve on training and development
igies may lead into liquidation and this t-tests satisfy one of the objectives of this study, to

mine the challenges that contributes to the closure of micro-lending entities.

indings revealed that there was a statistically significant difference between have been trained
rk in a micro-lending company and primary risks, (t= -15.499, p = 0.000), an independent
les t-test was performed (See Table 5.28). The findings show that there is a statistically
icant difference on how respondents viewed have you been trained to work in a micro-lending
:any? and primary risk types within their organisations. The findings reflect a mean of 3.7837
'spondents who recorded “Yes” and a mean of 4.7549 for respondents who recorded “No”.
espondents who were recorded “No” were many and this shows that there is a lack of training
r area that deals with primary risk types. Therefore, there is a need of an intervention through
1g and development of all staff members about sources of risk in order to address issues
«d to sustainability and growth. This t-tests on primary risk and employment status addresses
)f the objectives of the study, to establish sources of risk that affect sustainability in micro-
1g companies. This would be part of the contribution of this study to policy makers and other
holders.

indings revealed that there was a statistically significant difference between have been trained
rk in a micro-lending company? and primary factors, (= 13.614, p = 0.000), an independent
les t-test was performed (See Table 5.28). The findings show that there is a statistically
icant difference on how respondents viewed have been trained to work in a micro-lending
any? and primary factors of enterprise risk management within ti - organisations. TI

gs lect a mean of 3.1047 for respondents who recorded “Yes” and a low mean of 1.8602
spondents who recorded “No”. The respondents who recorded “Yes” were more conscious in
on to training to work in a micro-lending company in terms of dealing with primary factors of
prise risk management. The challenges would have been on implementation and an

1ange, therefore strict measures are required to address the issues surrounding poor

prise risk management which is linked to performance and sustainability problems. This t-
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work in a micro-lending company in terms of dealing with system exposures as an important part of
enterprise risk management. The challenges would have been on implementation and resistance
to change, therefore strict measures are required to address the issues surrounding poor
enterprise risk management which is linked to performance and sustainability problems. This t-
tests satisfy one of the objectives of this study, to determine the challenges that contributes to the

closure of micro-lending companies.

The findings revealed that there was a statistically significant difference between have you been
trained to work in a micro-lending company? and external exposures, (t = 12.572, p = 0.000), an
independent samples t-test was performed (See Table 5.28). The findings show that there is a
statistically significant difference on how respondents viewed external exposures as an important
part of enterprise risk management within their organisations. The findings reflect a mean of
3.5601 for respondents who recorded “Yes” and a mean of 1.9618 for respondents who recorded
“No”. The respondents who recorded “"Yes” were more conscious in relation to training to work in a
micro-lending company in terms of dealing with external exposures as an important part of
enterprise risk management. The challenges would have been on implementation and resistance
to change, therefore strict measures are required to address the issues surrounding poor
enterprise risk management which is linked to performance and sustainability problems. This t-
tests satisfy one of the objectives of this study, to determine the challenges that contributes to the

closure of micro-lending companies.

The findings revealed that there was a statistically significant difference between have you been
trained to work in micro-lending company? and important elements, (t = 6.748, p = 0.000), an
independent samples t-test was performed (See Table 5.28). The findings show that there is

statistically significant difference on how respondents viewed have you been trained to work in a
micro-lending company? and important elements as an important part of enterprise risk
management within their organisations. The findings reflect a mean of 2.7471 for respondents who
recorded “Yes” and a mean of 2.0331 for respondents who recorded “No”. The respondents who
recorded “Yes” were more conscious in relation to training to work in a micro-lending company in
terms of dealing with important elements parts of enterprise risk management. The challenges
would have been on implementation and resistance to change, therefore strict measures are
required to address the issues surrounding poor enterprise risk management which is linked to
performance and sustainability problems. ..iis t-tests satisfy one of the objectives of this study, to

de mine the challenges that contributes to the closure of micro-lending companies.

The findings revealed that there was a statistically significant difference between have you been
trained to work in a micro-lending company? and methods used to identify risk types, (t = 6.207, p
= 0.000), an independent samples t-test was performed (See Table 5.28). The findings show that
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challenges that contributes to the closure of micro-lending companies and to establish sources of

risk that affect sustainability in micro-lending companies.

The findings revealed that there was a statistically significant difference between have you been
trained to work in a micro-lending company? and control measures, (t = 3.570, p  0.000), an
independent samples t-test was performed (See .uble 5.28). The findings show that there is a
statistically significant difference on how respondents viewed have you been trained to work in a
micro-lending company? and control measures as an important part of enterprise risk management
within their organisations. The findings reflect a mean of 2.8411 for respondents who recorded
“Yes” and a mean of 2.5582 for respondents who recorded “No”. The respondents who recorded
“Yes” were more conscious in relation to training to work in a micro-lending company in terms of
dealing with control measures for monitoring and controlling of enterprise risk management. The
challenges would have been on implementation and resistance to change, therefore strict
measures are required to address the issues surrounding poor enterprise risk management which
is linked to performance and sustainability problems. This t-tests satisfy two of the objectives of this
study, to determine the challenges that contributes to the closure of micro-lending companies and

to establish sources of risk that affect sustainability in micro-lending companies.

The findings revealed that there was a statistically significant difference between have you been
trained to work in a micro-lending company and risk financing techniques, (t = 4.192, p = 0.000), an
independent samples t-test was performed (See Table 5.28). The findings show that there is a
statistically significant difference on how respondents viewed have you been trained to work in a
micro-lending company? and risk financing techniques as important part of enterprise risk
management within their organisations. The findings reflect a mean of 2.8527 for respondents who
recorded “Yes” and a mean of 2.5433 for respondents who recorded “No”. The respondents who
recorded “Yes" were more conscious in relation to training to work in a micro-lending company in
terms of dealing with risk financing techniques used for monitoring and controlling enterprise risk
management. The challenges would have been on implementation and resistance to change,
therefore strict measures are required to address the issues surrounding poor enterprise risk
management which is linked to performance and sustainability problems. This t-tests satisfy one of
the ob tives of this study, to establish sources of risk that affect sustainability in micro-lending

companies.

The findings rer led that there was a a' ically significant diffe ce between have you | |
trained to work in a micro-lending company? and adoption of enterprise risk management, (t =
12.173, p = 0.000), an independent samples t-test was performed (See Table 5.28). The findings
show that there is a statistically significant difference on how respondents v ved have you been

trained to work in a micro-lending company? and adoption of enterprise risk management as
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rate governance which lead to improved organisational growth but there is an indication of
weaknesses in in terms of compliance to goveri ice as there is a lack of a framework which
ad to monitor leadership, staff and executive management. Therefore, there is a need for
1g and development in this sector, in order to avoid the use of ERM systems that are
ctive. Furthermore, the findings reveal that there is a need for an effective, robust framework
wterprise risk management and sustainability in micro-lending companies in Botswana, which
corates best practices such as good governance cultures (2.25% for those involved in ERM
tion against 97.75% those not involved in ERM adoption). Therefore, there is an indication
. is imperative to develop a framework for enterprise risk management in order to address the
ams issues related to poor corporate governance which may lead to business continuity and
inability problems. This t-tests satisfy two of the objectives of this study, to ascertain
rship styles, management principles and corporate governance cultures that is dominant in
~lending companies and to develop a framework for enterprise risk management that can be

to mitigate risks in micro-lending companies.

indings revealed that there was a statistically significant difference between have you been
red in ERM adoption in your organisation? and stakeholder management (t= 4.259, p =
)), an independent samples t-test was performed (See Table 5.29). The findings show that
is a statistically significant difference on how respondents viewed have you been involved in
adoption in your organisation and adherence to best practices such as stakeholder
igement that influences organisational performance as follows Yes or No. The findings reflect
an of 3.3378 for “Yes” respondents and a mean of 2.2830 for “No” respondents. The findings
that few of the respondents were not involved in ERM adoption in their organisations in
on to comply with the principles of stakeholder management which lead to improved
risational growth but there is an indication of some weaknesses in in terms of compliance to
‘holder management as there is a lack of a framework to be used for identifying stakeholder
ists and power. Therefore, there is a need for training and development in this sector, in order
oid the use of ERM systems that are ineffective. Furthermore, the findings reveal that there is
ad for an effective, robust framework for enterprise risk management and sustainability in
lending companies in Botswana, which incorporates best practices such as stakeholder
igement (2.25% for those involved in ERM adoption against 97.75% those not involved in
adoption). Therefore, there is an indication that it is imperative to develop a framework for
p! I n pl it which it )y itinore  to I tl
s related to stakeholder power and interests which may lead to business continuity and
inability problems. This t-tests satisfy two of the objectives of this study, to ascertain
wship styles, management principles and corporate governance cultures that is dominant in
-lending companies and to develop a fri  :work for enterprise risk management that can be

to mitigate risks in micro-lending companies.
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ding compan i and to ast tain dership y ., management principles and corporate

rernance cultures that dominant in micro-lending companies.

2 findings revealed that there was a statistically significant difference between gender and taking
ortunity, (t = -0.889, p = 0.375), an independent samples t-test was performed (See Table
3). The findings show that there is a statistically significant difference on how respondents
~ved taking opportunity based on gender, female or male. The findings reflect a mean of 1.6887
female respondents and a mean of 1.6424 for male respondents and this implies that there are
ny women who are risk takers. There are so many factors that influence females to be risk
ers such as; pressure from economic hardships and politically motivated (women
powerment) hence maximize on any opportunities available to them. On the contrary to the
ceptions that females are risk takers due to economic pressure and challenges, this may be risk
their businesses as they may lack skills for managing a company which results into
imanagement. Therefore, it is imperative for policy makers to put in place strategies which are
usive of both females and males to understand risk appetite. This may address the issues
rounding the dominance by females as while as reduce problems associated with business
itinuity and sustainability. This t-tests satisfy three of the objectives of this study, to establish
irces of risk that affect sustainability in micro-lending companies, to develop a framework for
erprise risk management that can be used to mitigate risks in micro-lending companies and to
ertain leadership styles, management principles and corporate governance cultures that

ninant in micro-lending companies.

2 findings revealed that there was a statistically significant difference between gender and
ceptions on ERM, (t = -2.256, p = 0.025), an independent samples t-test was performed (See
sle 5.33). The findings show that there is a statistically significant difference on how respondents
~ved perceptions on ERM based on gender, female or male. The findings reflect a mean of
717 for female respondents and a mean of 1.2182 for male respondents and this implies that
re are many women who understand the ERM systems. Contrary to the perception that females
lerstand ERM systems, there is still problems associated with business continuity and
tainability which is a failure to mitigate risks. The female respondents may be aware of ERM
tems, but the problems would be related to implementation and effectiveness. Therefore,
usive training and development strategies should be put in place through policy makers
3FIRA) in order to address challenges and problems related to performance and growth as the
e of microo ding in Botswana. This t-tests satisfy three of the objectives of this study, to
ablish sources of risk that affect sustainability in micro-lending companies, to develop a
nework for enterprise risk management that can be used to mitigate risks in micro-lending
npanies and to ascertain leadership styles, management principles and corporate governance

:ures that are dominant in micro-lending companies.
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impared with the age group 61 years plus. Thisis chal 1ge in the micro-lending especially on
is variable as the majority may not understand primary risks, this r / affect the performance of
terprise as in the case of non - performing in this sector. The findings reflect that age has
luence on primary risk and issue of maturity should be considered as a recommendation to
isiness owners / policy makers (F= 19.989, p = 0.000). This means that marketing challenges
ve impact on the performance of an enterprise. This ANOVA address objectives 2 and 6; to
itermine the challenges that contributes to the closure of micro-lending entities and to develop a
imework for enterprise risk management that can be used to mitigate risks in micro lending

mpanies.

1e policy makers should seriously consider age group (61 years plus) for the following variables
ources of business; challenges / constraints; marketing challenges and primary risks) as
Jicated with ANOVA that maturity is required in order to minimize risks which may affect the
isiness model. However, it would be imperative to offer positions such as risk managers / chief
k officers, accountants, operations manager, chief executive officers, board members who are in
s age group as they would be experienced in relations to the above variables. In contrary to this
commendation the proprietor may be of any age from 18 years to 61 years plus as long strict
2asures are taken to employ risks practitioners within the enterprise. This recommendation is
portant in order to avoid discriminating the young generation becoming entrepreneurs

roprietors).

JOVA was conducted in Table 5.36 to find out how age the independent variable influences the
pendent variable primary factors. The findings from ANOVA reflect that there is a significant
riance between age and primary factors. This is validated by the means of two age groups
tween 18 - 30 years (mean of 2.3802) and 61 years plus (mean of 1.6420), a difference of
7382. The findings reflect that the majority of the respondents are in the bracket 18 - 30 years
57) are aware of primary factors as compared to the age group 61 years plus (125). The lack of
/areness of the group 61 years plus may affects performance of enterprise hence the need to put
place a framework for enterprise risk management and sustainability as a bridging gap. They are
any factors which contributes to the awareness among the young group of age between 18 - 30
ars such as; eager to learn, interests to use ir  net and technology. Tt findings lectthal je
s influence on primary factors and issue of developing a framework is of paramount important
d should be considered as a recommendation to business owners / policy makers (F= 20.037, p
0.000). - n stl  primary factors have impact on tl performant of an enterprise. This
JOVA address objectives 2 and 6; to determine the challenges that contributes to the closure of
cro-lending entities and to develop a framework for enterprise risk management that can be

ed to mitigate risks in micro lending companies.
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ANOVA was conducted in Table 5.36 to find out how age the independent variable influences the
dependent variable employee exposures. The findings from ANOVA reflect that there is a
significant variance between age and employee exposures. This is validated by the means of two
age groups between 18 - 30 years (mean of 2.6257) and 61 years | 1s (mean « 2.0693), a
difference of 0.5564. The findings reflect that the majority of the respondents are in e bracket 18 -
30 years (167) are aware of employee exposures as compared to the age group 61 years plus
(125). The lack of awareness of the age group 61 years plus may affects performance of enterprise
hence the need to put in place a framework for enterprise risk management and sustainability as a
bridging gap. They are many factors which contributes to the awareness among the young group
of age between 18 - 30 years such as; eager to learn, creative, innovative, interests to use internet
and technology (tech - savvy). Whilst the age group 61 years plus is technophobia (dislikes
technology). The findings reflect that age has influence on employee exposures and issue of
developing a framework is of paramount important and should be considered as a
recommendation to business owners / policy makers (F= 15.431, p = .000). This means that
em| ryee exposures have impact on the performance of an enterprise. This ANOVA address
objectives 2 and 6; to determine the challenges that contributes to the closure « micro-lending
entities and to develop a framework for enterprise risk management that can be used to mitigate

risks in micro lending companies.

ANOVA was conducted in Table 5.36 to find out how age the independent variable influences the
dependent variable process exposures. The findings from ANOVA reflect that there is a significant
variance between age and process exposures. This is validated by the means of two age groups
between 31 - 40 years (mean of 2.4003) and 61 years plus (mean of 1.6380), a difference of
0.7623. The findings reflect that the majority of the respondents are in the bracket 31 - 40 years
(163) are aware of prot s exposures: compa |tothe age group 61 rs plus (125). The la

of awareness of the age group 61 years plus may affect performance of enterprise hence the need
to put in place a framework for enterprise risk management and sustainability as a bridging gap.
They are many factors which contributes to the awareness among the group of age between 31 -
40 © s such as; energetic, eagi to learn, creative, innovative, interests to use internet and
technology (tech - savvy). Whilst the age group 61 years plus is technophobia (dislikes
technology). The findings reflect that age has influence on process exposures and issue of
developing a framework is of paramount impo int and should be considered as a
recommendation to business owners / policy makers (F= 18.493, p  0.000). This means that
process exposures have impact on the performance of an enterprise. This ANOVA address
objectives 2 and 6; to determine the challenges that contributes to the closure of micro-lending
entities and to develop a framework for enterprise risk management that can be used to mitigate

risks inmic > dil con
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ANOVA was conducted in . able 5.36 to find out how age the independent variable influences the
dependent vai le adoption. The findings from ANOVA reflect that there is a significant variance
between age and adoption. ..is is validated by the means of two age groups between 18 - 30
years (mean of 2.0075) and 61 ' irs plus (mean of 1.5650), a difference of 0.4425. The findings
reflect that the majority of the respondents are in the bracket 18 - 30 years (167) are aware of
adoption as compared to the age group 61 years plus (125). The lack of awareness of the age
group 61 years plus may affect performance of enterprise hence the need to put in place a
framework for enterprise risk management and sustainability as a bridging gap. They are many
factors which contributes to the awareness among the group of age between 18 - 30 years such
as; energetic, eager to learn, creative, innovative, interests to use internet and technology (tech -
savvy). Whilst the age group 61 years plus is technophobia (dislikes technology). The results
reflect that age has influence on adoption and issue of developing a framework is of paramount
important and should be considered as a recommendation to business owners / policy makers (F=
11.366, p = 0.000). This means that adoption have impact on the performance of an enterprise.
This ANOVA address objectives 2 and 6; to determine the challenges that contributes to the
closure of micro-lending entities and to develop a framework for enterprise risk management that

can be used to mitigate risks in micro lending companies.

ANOVA was conducted in Table 5.36 to find out how age the independent variable influences the
dependent variable profitability and liquidity ratios. The findings from ANOVA reflect that there is a
significant variance between age and profitability and liquidity ratios. This is validated by the means
of two age groups between 18 - 30 years (mean of 2.5463) and 61 years plus (mean of 1.6960), a
difference of 0.8503. The findings reflect that the majority of the respondents are in the bracket 18 -
30 years (167) are knowledgeable of profitability and liquidity ratios as compared to the age group
81 years plus (125). The lack of awareness of the age group 61 years plus may affect performance
of enterprise hence the need to put in place a framework for enterprise risk management and
sustainability as a bridging gap. They are many factors which contributes to the awareness among
the group of age between 18 - 30 years such as; energetic, eager to learn, creative, innovative,
interests to use internet and technology (tech - savvy). Whilst the age group 61 years plus is
technophobia (dislikes technology). The findings reflect that age has influence on profitability and
liquidity  ios and le of developii a framework  of paramount important and should be
considered as a recommendation to business owners / policy makers (F= 26.220, p = 0.000). This
means that profitability and liquidity ratios have impact on the performance of an enterprise. This
ANOVA idrc ; objecti 2 and 6; to determir tI challenges that contributes to the closure of
micro-lending entities and to develop a framework for enterprise risk management that can be

used to mitigate risks in micro lending companies.
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ANOVA was conducted in Table 5.36 to find out how education the independent variable
nfluences the dependent variable p1  iry risks. The findings from ANOVA reflect that there is a
significant variance between education and primary risks. This is validated by the means of two
jualifications; professional certificate & diploma (mean of 4.8218) and doctoral degree (mean of
3.3455), a difference of 1.4763. The findings reflect that the majority 413 out of 667 (62%) of the
‘espondents are professional certificate & diploma holders, and this may cause a limitation in terms
>»f understanding primary risks. The shortages of respondents with higher qualifications may
axposure micro-lending companies to high risks. The gap between the doctoral degree levels
shown by difference in means is very high and attention should be given in terms of increase in the
evel of education in this sector in order to avoid bankruptcy or insolvency. Therefore, training and
levelopment strategies should be encouraged in the whole sector through the policy makers
NBFIRA). The results reflect that education has influence on primary risks. Therefore, it is
mperative to develop a framework for enterprise risk management which incorporates effective
raining development polices. The finding are significant as in Table 5.36 (F=33.087, p = 0.000).
This means that education has an impact on the performance of an enterprise. This ANOVA
address objectives 2 and 6; to determine the challenges that contributes to the closure of micro-
ending entities and to develop a framework for enterprise risk mananement that can he 11sed to

nitigate risks in micro lending companies.

ANOVA was conducted in Table 5.36 to find out how education the independent variable
nfluences the dependent variable primary factors. The findings from ANOVA reflect that there is a
significant variance between education and primary factors. This is validated by the means of two
jualifications; professional certificate & diploma (mean of 1.7228) and doctoral degree (mean of
3.0227), a difference of 1.2999. The findings reflect that 11 respondents (1.7%) with doctoral
legrees understand how to deal with primary factors due to their level of education. Therefore, this
mplies that 98.30% (656) of the respondents require appreciation and orientation to the knowledge
»f primary risks. This means that lack of understanding of primary factors may results in poor
drocesses and internal controls. The shortages of respondents without higher qualifications may
2xposure micro-lending companies into high risks. The gap between the doctoral degree levels
shown by difference in means is very high and attention should be given in terms of increasing the
evel of education in this sector in order to avoid bankruptcy or insolvency. Therefo  training and
levelopment strategies should be encouraged in the whole sector through policy makers
‘NBFIRA). ..ie findings reflect that education has influence on primary factors. Therefore, it is
mperative to develop a framework for enterprise risk management which incorporates effective
raining development polices. The findings are significant as shown on Table 5.36 (F=32.083, p =
).000). This means that education has an impact on the performance of an enterprise. This
ANOVA address objectives 2, 3 and 6; to determine the challenges that contributes to the closure

of micro-lending entities; to ascertain procedures and internal controls in micro-lending businesses
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policy ikers (NBF...\). The findit s r_ :ct that education hi a signil int influenc on process
exposures. Therefore, it is  erative to develop a fran vork for enterprise risk n  iagen it
which incorporates effective training development polices. The findings are significant as shown on
Table 5.36 (F=25.872, p = 0.000). This means that education has an impact on the performance of
an enterprise. This ANOVA address objectives 2, 3 and 6; to determine the challenges that
contributes to the closure of micro-lending entities; to ascertain procedures and internal controls in
micro-lending businesses and to develop a framework for enterprise risk management that can be

used to mitigate risks in micro lending companies.

ANOVA was conducted in Table 5.36 to find out how education the independent variable
influences the dependent variable system exposures. The findings from ANOVA reflect that there
is a significant variance between education and system exposures. This is validated by the means
of two qualifications; professional certificate & diploma (mean of 1.6856) and doctoral degree
(mean of 3.0779), a difference of 1.3923. The findings reflect that 11 respondents (1.7%) with
doctoral degrees understand how to dea! with system exposures due to their level of education.
Therefore, this implies that 98.30% (656) of the respondents require appreciation and orientation to
the knowledge of system exposures. This means that lack of understanding of system exposures
may results in poor processes and internal controls. The shortages of respondents without higher
jualifications may exposure micro-lending companies into high risks. The gap between the
doctoral degree levels shown by difference in means is very high and attention should be given in
terms of increasing the level of education in this sector in order to avoid bankruptcy or insolvency.
Therefore, training and development strategies should be encouraged in the whole sector through
policy makers (NBFIRA). The findings reflect that education has influence on system exposures.

erefore, it is imperative to develop a framework for enterprise risk management which
incorporates effective training development polices. The findings are significant as shown on Table
5.36 (F=28.425, p = 0.000). This means that education has an impact on the performance of an
anterprise. This ANOVA address objectives 2, 3 and 6; to determine the challenges that
contributes to the closure of micro-lending entities; to ascertain procedures and internal controls in
micro-lending businesses and to develop a framework for enterprise risk management that can be

used to mitigate risks in micro lending companies.

ANOVA was conducted in Table 5.36 to find out how education the independent variable
nfluences the dependent variable external exposures. The findings from ANOVA reflect that there
s a significant variance between education and external exposures. This is validated by the means
of two qualifications; professional certificate & diploma (mean of 1.7563) and doctoral degree
(mean of 3.5455), a difference of 1.7892. The findings reflect that 11 respondents (1.7%) with
doctoral degrees understand how to deal with external exposures due to their level of education.

Therefore, this implies that 98.30% (656) of the respondents require appreciation and orientation to
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IOVA was conduc | in Table 5.36 to find out how education the independent variable
uences the dependent variable identify risk types. The findings from ANOVA reflect that there is
significant variance between education and identify risk types. This is validated by the means of
> qualifications; professional certificate & diploma (mean of 1.9976) and doctoral degree (mean
3.0682), a difference of 1.0706. The findings reflect that 11 respondents (1.7%) with doctoral
grees understand how to deal with risk types due to their level of education. Therefore, this
plies that 98.30% (656) of the respondents require appreciation and orientation to the knowledge
identify risk types. This means that lack of understanding of identify risk types may resuits in
or processes and internal controls. The shortages of respondents without higher qualifications
1y exposure micro-lending companies into high risks. ..1le gap between the doctoral degree
els shown by difference in means is very high and attention should be given in terms of
reasing the minimum level of education to a Bachelor's degree in this sector in order to avoid
nkruptcy or insolvency. Therefore, training and development strategies should be encouraged in
» whole sector through policy makers (NBFIRA). The findings reflect that education has influence
identify risk types. Therefore, it is imperative to develop a framework for enterprise risk
inagement which incorporates effective training development polices. The findings are
nificant as shown on Table 5.36 . :9.291, p = 0.000). This means that education has an impact
the performance of an enterprise. This ANOVA address objectives 2, 3 and 6; to determine the
allenges that contributes to the closure of micro-lending entities; to ascertain procedures and
ernal controls in micro-lending businesses and to develop a framework for enterprise risk

inagement that can be used to mitigate risks in micro lending companies.

IOVA was conducted in Table 5.36 to find out how education the independent variable
uences the dependent variable qualitative methods. The findings from ANOVA reflect that there
a significant variance between education and qualitative methods. This is validated by the
rans of two qualifications; professional certificate & diploma (mean of 1.9976) and doctoral
gree (mean of 3.0682), a difference of 1.0706. The findings reflect that 11 respondents (1.7%)
h doctoral degrees understand how to deal with qualitative methods due to their level of
ucation. Therefore, this implies that 98.30% (656) of the respondents require appreciation and
entation to the knowledge of qualitative methods. This means that lack of understanding of
glitative methods may results in poor processes and internal controls. The shortages of
spondents without higher qualifications may exposure micro-lending companies into high risks.
e gap between the doctoral degree levels shown by difference in means is very high and
ention should be given in terms of increasing the level of education in this sector in order

oid bankruptcy or insolvency. Therefore, training and development strategies should be
couraged in the whole sector through policy makers (NBFIRA). The findings it that
ucation has an influence on qualitative methods. Therefore, it is imperative to develop a

mework for enterprise risk management which incorporates effective training development
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in BGCSE, this implies that this act should be addressed in order to avoid jeopardizing the
| cedures and inte 1l controls which 1y lead into problems related to business continuity.
This means that lack of understanding of control measures may result into poor best practices and
internal governance which may exposure micro-lending companies into high risks. The gap
between professional certificate & diploma and certificate in BGCSE, shown by difference in
means is very high and attention should be given in terms of a restoration of this anomaly in this
sector in order to avoid bankruptcy or insolvency. Therefore, training and development strategies
should be encouraged in the whole sector through policy makers (NBFIRA). The findings reflect
that education has influence on control measures. Therefore, it is imperative to develop a
framework for enterprise risk management which incorporates effective training development
polices. The findings are significant as shown in Table 5.36 (F=5.124, p = 0.000). This means that
education has an impact on the performance of an enterprise. This ANOVA address objectives 2,
3,4 and 6; to determine the challenges that contributes to the closure of micro-lending entities; to
ascertain procedures and internal controls in micro-lending businesses; to ascertain leadership
styles, management principles and corporate governance cultures that is dominant in micro-
lending businesses and to develop a framework for enterprise risk management that can be used

to mitigate risks in micro lending companies.

ANOVA was conducted in Table 5.36 to find out how education the independent variable
influences the dependent variable risk financing techniques. . .ie findings from ANOVA reflect that
there is a significant variance between education and risk financing techniques. This is validated by
the means of two qualifications; professional certificate & diploma (mean of 2.4649) and doctoral
degree (mean of 3.0303), a difference of 0.5654. The findings refiect that 11 respondents (1.7%)
with doctoral degrees understand how to deal with risk financing techniques due to their level of
education. Therefore, this implies that 98.30% (656) of the respondents require appreciation and
orientation to the knowledge of risk financing techniques. This means that lack of understanding of
risk financing techniques may results in poor processes and internal controls. The shortages of
respondents without higher qualifications may exposure micro-lending companies into high risks.
The gap between the doctoral degree level shown by difference in means is very high and
attention should be given in terms of increasing the level of education in this sector in order to
avoid bankruptcy or insolvency. Therefore, training and development strategies should be
encouraged in the whole sector through policy makers (NBFIRA). The findings reflect that
education has influence on risk financing techniques. Therefore, it is imperative to develop a
I nework for enterprise risk management which incorporates effective training development
polices. The findings are significant as shown on Table 5.36 (F=8.555, p = 0.000). This means that
education has an impact on the performance of an enterprise. This ANOVA address objectives 2, 3
and 6; to determine the challenges that contributes to the closure of micro-lending entities; to

ascertain procedures and internal controls in micro-lending businesses and to develop a
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). This means that occupation has an impact on the perfo ince, competitiveness and
inability of an enterprise. This ANOVA address objectives 2, 3, 4 and 6; to determine the
inges that contributes to the closure of micro-lending entities; to ascertain procedures, and
al controls in micro-lending businesses, to ascertain leadership styles, management
ples and corporate governance cultures that are dominant in micro-lending companies and to
op a framework for enterprise risk management that can be used to mitigate risks in micro

1g companies.

/A was conducted in Table 5.36 to find out how occupation the independent variable
nces the dependent variable primary factors. The findings from ANOVA reflect that there is a
icant variance between occupation and primary factors. This is validated by too extreme
s of two occupations; Board Member (mean of 2.8611) and CEO - Proprietor (mean of
2), a difference of 1.3459. The findings are in line with the principles of best practices and
corporate governance which recognise Board Members, this is evidenced with the results of
itudy which reveal that Board Members are knowledgeable and understand the variable
ry factors. The principles of best practices such as (COSO, 2013:1-29) and (King, 2016:61)
;ate for Board Members’ positions as they play an integral independent role. The role of a
| Member assist in removing the dominance by one individual such as CEO or Financial
tor, as this may lead to fraudulent activities and lack of corporate governance. The chailenges
he CEO - Proprietors may be resolved through an adoption of effective and efficient ERM
m hence the need for the guidelines (effective and efficient framework for enterprise risk
gement and sustainability). This means that lack of an effective and efficient framework for
arise risk management and sustainability in the sector may result into poor and ineffective
dures, polices processes and internal controls. Finally, the differences in means is very high
39) and attention should be given in terms of an adoption of effective and efficient framework
M and sustainability in this sector in order to avoid business continuity problems. Therefore,
nperative to develop a framework for enterprise risk management and sustainability which
1s a guideline to all the micro-lending businesses in this sector. The findings are significant as
1 on Table 5.36 (F=44.213, p = 0.000). This means that occupation has an impact on the
'mance, competitiveness and sustainability of an enterprise. This ANOVA address objectives
4 and 6; to determine the challenges ti  contributes to the closu of micro-lending entities;
sertain procedures, and internal controls in micro-lending businesses, to ascertain leadership
, management principles and corporate governance cultures that are dominant in micro-
ig com| it and to develop framework for enterprise risk management that can be used

igate risks in micro lending companies.

/A was conducted in Table 5.36 to find out how occupation the independent variable
nces the dependent variable employee exposures. The findings from ANOVA reflect that
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regulatory and adl en to compl 1ce in relation to; acts of God (lighting, veld fi and floods);
external criminal activities; domestic political upheaval; regulatory and compliance; legal actions;
business environment changes; deterioration of micro-lending company’s reputation perceived by
the market; strikes and money laundering. Furthermore, after identifying these symptoms re edto
regulations and compliance the Human Resource Manager would then implement and execute
robust effective and efficient human resources management monitoring and control systems. Tt

challenges with the CEO - Proprietors may be resolved through an adoption of effective and
efficient ERM system hence the need for the guidelines (effective and efficient framework for
enterprise risk management and sustainability). This means that lack of an effective and efficient
framework for enterprise risk management and sustainability in the sector may result into poor and
ineffective procedures, polices, processes and internal controls. However, it would prudent to
suggest that CEO - Proprietor positions must require potential candidates with human resources
management background and HRM qualification in order to avoid bankruptcy or insolvency as a
result of non - performing. Finally, the differences in means is very high (1.8239) and attention to
detail should be given in terms of an adoption of effective and efficient framework for ERM and
sustainability in this sector in order to avoid business continuity problems. Therefore, it is
imperative to develop a framework for enterprise risk management and sustainability which acts as
a guideline to all the micro-lending businesses in this sector, to be implemented through NBFIRA
(policy maker). The findings are significant as shown on Table 5.36 (F=38.717, p = 0.000). This
means that occupation has an impact on the performance, competitiveness and sustainability of an
enterprise. This ANOVA address objectives 2, 3, 4 and 6; to determine the challenges that
contributes to the closure of micro-lending entities; to ascertain procedures, and internai controls in
micro-lending businesses, to ascertain leadership styles, management principles and corporate
governance cultures that are dominant in micro-lending companies and to develop a framework for

enterprise risk management that can be used to mitigate risks in micro lending companies.

ANOVA was conducted in Table 5.36 to find out how occupation the independent variable
influences the dependent variable important elements. The findings from ANOVA reflect that there
is a significant variance between occupation and important elements. This is validated by too
extreme means of two occupations; Board Member (mean of 2.8611) and CEQ - Proprietor (mean
of 1.7622), a difference of 1.0989. The findings are in line with the principles of best practic ; and
good corporate governance which recognise Board Members, this is evidenced with the results of
this udy which reveal that Bc d Meml s are knowlec’ :able and understand the vai e
important elements. The important elements as part of the enterprise risk management include the
following; risk identification; risk evaluation / measurement; risk control and risk financing. The
principles of best practices such as (COSO, 2013:1-29) and (King, 2016:61) advocate for Board
Members’ positions as they play an integral independent role. The role of a Board Member assist

in removing the dominance (biasness) by or of one individual such as CEO or Financial Director,

231


















ANOVA was conducted in Table 5.36 to find out how occupation the independent variable
influences ti de| dent variat™ adoption. The findings from ANOVA rel tthattt e a
significant variance between occupation and adoption. This is validated by too extreme means of
two occupations; Board Member (mean of 2.7083) and CEO - Proprietor (mean of 1.5217), a
difference of 1.1866. The results are in line with the principles of best practices and good corporate
governance which recognise Board Members and is shown with the findings of this study which
reveal that Board Members are in favour of the variable adoption of a framework for enterprise risk
management and sustainability. In contrary to this assertion / claim by Board Members, CEO -
Proprietors are not in support of an adoption of this framework as evidenced with the findings. The
framework is very effective and efficient, the behaviour for CEO - Proprietors, appears to be
resistance to change. Therefore, to avoid this resistance it would important to enforce the
framework as a law from the regulator's point view. It is also recommended to use the Lewin’s
model of change during the implementation of the ERM and sustainability framework in order to
achieve inclusiveness in the entire process. The principles of best practices such as (COSO,
2013:1-29) and (King, 2016:61) advocate for Board Members’ positions as they play an integral
independent role such as implementation of ERM systems. The role of a Board N nber assist in
removing the dominance (biasness) by or of one individual such as CEO or Financial Director, as
this may lead to fraudulent activities, resistance to change and lack of corporate governance.
According to King (2016:16) Board Members are charged with corporate governance and
enterprise risk financial management responsibilities and roles. The challenges with the CEO -
Proprietors may be resolved through an adoption of effective and efficient ERM system hence the
need for the guidelines (effective and efficient framework for enterprise risk management and
sustainability). This means that lack of an effective and efficient framework for enterprise risk
management and sustainability in the sector may result into poor and ineffective procedures,
polices, processes and internal controls, which lead into bankruptcy and insolvency. Finally, the
Jdifference means is very high (1.1866) and attention should be given in terms of an adoption of
sffective and efficient framework for ERM and sustainability in this sector in order to avoid business
continuity problems. Therefore, it is imperative to develop a framework for enterprise risk
management and sustainability which acts as a guideline to all the micro-lending businesses in this
sector. The results are significant as shown on Table 5.36 (F=30.661, p = 0.000). This means that
occupation has an impact on the performance, competitiveness and sustainability of an enterprise.
This ANOVA address objectives 1, 2, 3, 4 and 6; to establish sources of risk that affect
sustainability in micro-lending companies; to determine the cha iges that contributes to the
closure of micro-lending entities; to ascertain procedures, and internal controls in micro-lending
ousinesses, to ascertain leadership styles, management principles and corporate governance
cultures that are dominant in micro-lending companies and to develop a framework for enterprise

risk management that can be used to mitigate risks in micro lending companies.
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for enterprise risk management that can be used to mitigate risks in micro lending

as conducted in Table 5.36 to find out how occupa..... ..c ..ccperiwe... Jariable
the dependent variable corporate governance. The findings from ANOVA reflect that
ignificant variance between occupation and corporate governance. This is validated by
e means of two occupations; Risk Manager (RM) (mean of 3.3550) and CEO -
mean of 1.6501), a difference of 1.9049. The findings are in line with the principles of
:es and good corporate governance which recognise Risk Managers, and this is shown
lings of this study which reveal that Risk Managers are knowledgeable and understand
> corporate governance. The following are some of the factors that affect corporate
» culture if a fair attention is provided for; ownership; board size; outsiders in audit
total employees in the firm; human resources manager; family CEQ; firm size; fixed
estments; total assets; solidity; nature of firm and firm age. The principles of best
I the (COSO, 2013:1-29) and (King, 2016:61) advocate for Risk Managers’ positions
Officer) as they play a pivotal role which minimises risk. The role of a Risk Manager is
removing the dominance (biasness) by or of one powerful individual such as CEO or
Jirector, as this may lead to fraudulent activities and poor corporate governance.
to King (2016:16) Risk Managers are charged with corporate governance and risk
nt responsibilities and roles. These challenges faced with the CEO - Proprietors for not
ing good corporate governance cultures may be resolved through an adoption of
d efficient ERM system hence the need for the guidelines (effective and efficient
for enterprise risk management and sustainability). This means that lack of an effective
it framework for enterprise risk management and sustainability in the sector may result
and ineffective procedures, polices processes and internal controls. Finally, the
in means is very high (1.9049) and attention should be given in terms of an adoption of
d efficient framework for ERM and sustainability in this sector in order to avoid business
oroblems. Therefore, it is imperative to develop a framework for enterprise risk
nt and sustainability which acts as a guideline to all the micro-lending businesses in this
results are significant as shown on Table 5.36 (F=21.041, p = 0.000). This means that
has an impact on the performance, competitiveness and sustainability of an enterprise.
‘A address objectives 1, 2, 3, 4, 5 and 6; to establish sources of risk that affect
ty in micro- m| ( mit  tl  cha” o (N iti tl

mic lending entities; to scer n procedures, and internal controls in micro-lendii

, to ascertain leadership styles, management principles and corporate governance
at are dominant in micro-lending companies, to ascertain whether micro-lending

understand the application of accounting and reporting as a tool for decision making
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s are significant as shown on Table 5.37 (F=5.112, p = 0.006). This means that nationality
| impact on the performance, competitiver is and sustainability of an enterprise. This
\ address objectives 4 and 6; to ascertain leadership styles, management principles and
ite governance cultures that are dominant in micro-lending companies and to develop a
ork for enterprise risk management that can be used to mitigate risks in micro lending

Iies.

\ was conducted in Table 537 to find out how nationality the independent variable
ses the dependent variable marketing challenges. The findings from ANOVA reflect that
i a significant variance between nationality and marketing challenges. This is validated by
"eme means of two nationalities; Motswana (mean of 4.6410) and other nationalities (mean
00), a difference of 0.721. The findings reveal that there is lack of knowledge of marketing
ges in other nationalities except for Batswana. Therefore, it is imperative to train other
lities in relation to marketing challenges and this may be embedded in the ERM and
ability framework. Furthermore, micro-lending companies are encouraged to train other
lities in order to promote diversification of personnel and sharing of ideas. This means that
training and development of other nationalities may be addressed through an effective and
t framework for enterprise risk management and sustainability. Finally, the difference in
is very high (0.721) and attention should be given in terms of an adoption of effective and
t framework for ERM and sustainability in this sector in order to avoid business continuity
1s. Therefore, it is imperative to develop a framework for enterprise risk management and
ability which acts as a guideline to all the micro-lending businesses in this sector. The
are significant as shown on Table 5.37 (F=3.692, p = 0.025). This means that nationality

impact on the performance, competitiveness and sustainability of an enterprise. This
\ address objectives 4 and 6; to ascertain leadership styles, management principles and
ite governance cultures that are dominant in micro-lending companies and to develop a
ork for enterprise risk management that can be used to mitigate risks in micro lending

lies.

v was conducted in Table 5.37 to find out how nationality the independent variable
:.es the dependent variable primary risks. The findings from ANOVA reflect that there is a
int variance between nationality and primary risks. ..iis is validated by too extreme means
\ ' A (r 1 4 [ ' (n )

ce of 0.721. The findii _ i reveal that tl is lack of knowledge of pi  iry risks in other
lities except for Batswana. Therefore, it is imperative to train other nationalities in relation to
risks and this may be embedded in the ERM and sustainability framework. Furthermore,
:nding companies are encouraged to train other nationalities in order to promote

cation of personnel and sharing of ideas. This means that lack of training and development
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jnificant variance between nationality and qualitative methods. This is validated by too
2 means of two nationalities; other nationalities (mean of 2.5333) and Motswana (mean of
, a difference of 0.6997. The findings reveal that there is lack of knowledge in qualitative
s in Botswana. Therefore, it is imperative to train all nationali : in relation to sy: n
res and this may be embedded in the ERM and sustainability framework. Furthermore,
:nding companies are encouraged to train all nationalities in order to promote diversification
onnel and sharing of ideas. This means that lack of training and development in ail
lities may be addressed through an effective and efficient framework for enterprise risk
>ment and sustainability. Finally, the difference in means is very high (0.6997) and attention
be given in terms of an adoption of effective and efficient framework for ERM and
ability in this sector in order to avoid business continuity problems. Therefore, it is
ive to develop a framework for enterprise risk management and sustainability which acts as
line to all the micro-lending businesses in this sector. The findings are significant as shown
e 5.37 (F=4.227, p = 0.015). This means that nationality has an impact on the performance,
itiveness and sustainability of an enterprise. This ANOVA address objectives 4 and 6; to
in leadership styles, management principies and corporate governance cultures that are
nt in micro-lending companies and to develop a framework for enterprise risk management

1ld be used to mitigate risks in micro lending companies.

« was conducted in Table 5.37 to find out how nationality the independent variable
.es the dependent variable quantitative methods. The findings from ANOVA reflect that
no significant variance between nationality and quantitative methods. The results are not
ant as shown on Table 5.37 (F=2.648, p = 0.072).

. was conducted in Table 5.37 to find out how nationality the independent variable
:es the dependent variable control measures. The findings from ANOVA reflect that there is
ificant variance between nationality and control measures. The results are not sianificant as
on Table 5.37 (F=1.728, p = 0.178).

. was conducted in Table 5.37 to find out how nationality the independent variable
:es the dependent variable control measures. The findings from ANOVA reflect that there is
ificant variance between nationality and control measures. The findings are not significant
o’ "(F=1. p="1""".

. was conducted in Table 5.37 to find out how nationality the indej; dent variable
:es the dependent variable risk financing techniques. The findings from ANOVA reflect that
no significant variance between nationality and risk financing techniques. The findings are
lificant as shown on Table 5.37 (F=1.477, p = 0.229).
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itify risk types may be addressed through an effective and efficient framework
1anagement and sustainability. Finally, the difference in means is very high
in should be given in terms of an adoption of effective and efficient framework
ability in this sector in order to avoid business continuity problems. Therefore,
svelop a framework for enterprise risk management and sustainability which
) all the micro-lending businesses in this sector. The findings are significant as
7 (F=6.282, p = 0.000). This means that service of work has an impact on the
etitiveness and sustainability of an enterprise. This ANOVA addresses
>p a framework for enterprise risk management that could be used to mitigate

| companies.

ited in Table 5.37 to find out how service of work the independent variable
ident variable qualitative methods. The findings from ANOVA reflect that there
1ce between service of work and qualitative methods. This is validated by too
iervice of work; 11 - 15 years (mean of 2.8333) and 2 - 5 years (mean of
1 of 1.0782. The findings reflect that those respondents more experienced at
qualitative methods than those with less experience. This implies that those
at the work-place should undergo a training related to qualitative methods in
xms associated with business continuity. This means that lack of training and
lalitative methods may be addressed through an effective and efficient
yise risk management and sustainability. Finally, the difference in means is
nd attention should be given in terms of an adoption of effective and efficient
and sustainability in this sector in order to avoid business continuity problems.
perative to develop a framework for enterprise risk management and
acts as a guideline to all the micro-lending businesses in this sector. The
nt as shown on Table 5.37 (F=11.543, p = 0.000). This means that service of
on the performance, competitiveness and sustainability of an enterprise. This
bjective 6; to develop a framework for enterprise risk management that could

sks in micro lending companies.

ted in Table 5.37 to find out how service of work the independent variable

ndent variable quantitative methods. The findings from AbM._ /A reflect that
v n h Tt

1s of service of work; 11 - 15 ya 2-5years ) of

+ of 0.6399. The findings reflect that those respondents more experic ced at

juantitative methods than those with less experience. This implies that those

at the work-place should undergo a training related to quantitative methods in

'ms associated with business continuity. This means that lack of training and
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primary risks when developing a framework for _.RM and sustainability. This correlation fulfils

objective 1, to establish sources of risk that al :t sustainability in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that sources of business are
significantly and negatively associated with primary factors (r = - 0.494, p < 0.01). The findings
reveal that the sources of business for micro-lending companies may affect the primary factors to
increase the opposite direction as sources of business are decreasing. Therefore, an increase in
sources of business may not influence an increase in primary factors since these two variables are
moving on the opposite directions. Finally, both variables should be embedded into the framework
for ERM and sustainability, except that they should not have similar rankings. This correlation fulfils
objectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
and to develop a framework for enterprise risk management that could be used to mitigate risks in

micro-lending companies.

The findings shown on correlation matrix Table 540 reveal that sources of business are
significantly and negatively associated with employee exposures (r = - 0.321, p < 0.01). The
findings reveal that the sources of business for micro-lending companies may affect the employee
exposures to increase in the opposite direction as sources of business are decreasing. Therefore,
an increase in sources of business may not influence an increase in employee exposures since
these two variables are moving on the opposite directions. Finally, both variables should be
embedded into the framework for ERM and sustainability, except that they should not have similar
rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
sustainability in micro-lending companies and to develop a framework for enterprise risk

management that could be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that sources of business are
significantly and negatively associated with process exposures (r = - 0.376, p < 0.01). The results
reveal that the sources of business for micro-lending may affect process exposures to increase in
the opposite direction as sources of business are decreasing. Therefore, an increase in sources of
business may not influence an increase in process exposures since these two variables are
moving on the opposite directions. Finally, both variables should be embedded into the framework
for _.RM and sustainability, except that they should not have similar rankings. This correlation fulfils
objectives 1 and 6, to estab 1 urces of risk that at  :t sustainability in micro-lendii  com| iies
and to develop a framework for enterprise risk management that could be used to mitigate risks in

micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that sources of business are

significantly and negatively associated with system exposures (r = - 0.338, p < 0.01). The findings
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sorrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
ending companies and to develop a framework for enterprise risk management that could be used

o mitigate risks in micro-lending companies.

‘he findings shown on correlation matrix Table 5.40 reveal that sources of business are
iignificantly and negatively associated with qualitative methods (r = - 0.377, p < 0.01). The findings
eveal that the sources of business for micro-lending companies may affect qualitative methods to
1crease in the opposite direction as sources of business are decreasing. Therefore, an increase in
iources of business may not influence an increase in qualitative methods since these two variables
ire moving on the opposite directions. Finally, both variables should be embedded into the
ramework for ERM and sustainability, except that they should not have similar rankings. This
:orrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
anding companies and to develop a framework for enterprise risk management that could be used

0 mitigate risks in micro-lending companies.

‘he findings shown on correlation matrix Table 5.40 reveal that sources of business are
ignificantly and negatively associated with quantitative methods (r = - 0.337, p < 0.01). The
ndings reveal that the sources of business for micro-lending companies may affect quantitative
1ethods to increase in the opposite direction as sources of business are decreasing. Therefore, an
1crease in sources of business may not influence an increase in quantitative methods since these
~vo variables are moving on the opposite directions. Finally, both variables should be embedded
1to the framework for ERM and sustainability, except that they should not have similar rankings.
‘his correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in
nicro-lending companies and to develop a framework for enterprise risk management that could

e used to mitigate risks in micro-lending companies.

‘he findings shown on correlation matrix Table 5.40 reveal that sources of business are
ignificantly and negatively associated with control measures (r = - 0.110, p < 0.01). The findings
aveal that the sources of business for micro-lending companies may affect control measures to
1crease in the opposite direction as sources of business are decreasing. Therefore, an increase in
ources of business may not influence an increase in control measures since these two variables
re moving on the opposite directions. Finally, both variables should be embedded into the
amework for ERM and sustainability, except that they should not have similar rankings. This
orrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
:nding companies and to develop a framework for enterprise risk management that could be used

» mitigate risks in micro-lending companies.
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iese two variables are moving on the opposite directions. Finally, both variables should be
mbedded into the framework for ERM and sustainability, except that they should not have similar
inkings. This correlation fulfiis objectives 1 and 6, to establish sources of risk that affect
istainability in micro-lending companies and to develop a framework for enterprise risk

:anagement that could be used to mitigate risks in micro-lending companies.

ne findings shown on correlation matrix Table 5.40 reveal that sources of business are
gnificantly and negatively associated with stakeholder management (r = - 0.472, p < 0.01). The
1dings reveal that the sources of business for micro-lending companies may affect stakeholder
anagement to increase in the opposite direction as sources of business are decreasing.
nerefore, an increase in sources of business may not influence an increase in stakeholder
anagement since these two variables are moving on the opposite directions. Finally, both
riables should be embedded into the framework for ERM and sustainability, except that they
1ould not have similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of
sk that affect sustainability in micro-lending companies and to develop a framework for enterprise

sk management that could be used to mitigate risks in micro-lending companies.

o Correlations between challenges / constraints and other key identified variables

1e findings shown on correlation matrix Table 5.40 reveal that challenges / constraints are
gnificantly and positively associated with marketing challenges (r = 0.893, p < 0.01). The findings
weal that challenges / constraints for micro-lending companies may affect marketing challenges
increase in the same direction as challenges / constraints are increasing. Therefore, an increase
challenges / constraints will result into an increase in marketing challenges since these two
iriables are moving in the same directions. Finally, both variables shouid be embedded into the
amework for ERM and sustainability and should be given similar rankings. This correlation fulfils
djectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
1d to develop a framework for enterprise risk management that could be used to mitigate risks in

icro-lending companies.

1e findings shown on correlation matrix Table 5.40 reveal that challenges / constraints are
gnificantly and positively associated with primary risks (r = 0.893, p < 0.01). The findings reveal
at challenges / constraints for micro-lending companies may affect primary risks to increase in
e san direction ¢l en@ ;/constraints areinc 1sing. ..ierefore, anincrc e in challenges
sonstraints will result into an increase in primary risks since these two variables are moving in the
ime directions. Finally, both variables should be embedded into the framework for ERM and
1stainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to

stablish sources of risk that affect sustainability in micro-lending companies and to develop a
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2al that challenges / constraints for micro-lending companies may affect system exposures to
ease in the opposite direction as challenges / const nts are der asing. The ‘¢  an
ease in challenges / constraints may not influence an increase in system exposures since
;e two variables are moving on the opposite directions. Finally, both variables should be
»edded into the framework for ..\ and sustainability, except that they should not have similar
<ngs. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
tainability in micro-lending companies and to develop a framework for enterprise risk

1agement that could be used to mitigate risks in micro-lending companies.

findings shown on correlation matrix Table 5.40 reveal that challenges / constraints are
ificantly and negatively associated with external exposures (r = - 0.412, p < 0.01). The findings
ral that challenges / constraints for micro-lending companies may affect external exposures to
ease in the opposite direction as challenges / constraints are decreasing. Therefore, an
ease in challenges / constraints may not influence an increase in external exposures since
se two variables are moving on the opposite directions. Finally, both variables should be
yedded into the framework for ERM and sustainability, except that they should not have similar
Gings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
-ainability in micro-lending companies and to develop a framework for enterprise risk

1agement that could be used to mitigate risks in micro-lending companies

findings shown on correlation matrix Table 5.40 reveal that challenges / conswraims are
ificantly and negatively associated with important elements (r = - 0.352, p < 0.01). The findings
:al that challenges / constraints for micro-lending companies may affect important elements to
ease in the opposite direction as challenges / constraints are decreasing. Therefore, an
ease in challenges / constraints may not influence an increase in important elements since
;e two variables are moving on the opposite directions. Finally, both variables should be
yedded into the framework for ERM and sustainability, except that they should not have similar
tiings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
:ainability in micro-lending companies and to develop a framework for enterprise risk

1agement that could be used to mitigate risks in micro-lending companies.

findings shown on correlation matrix Table 5.40 reveal that challenges / constraints are
ificantly and negatively associated with identify risk types (r = - 0.294, p < 0.01). The findings
sal that challenges / constraints for micro-lending companies may affect identify risk types to
sase in the opposite direction as challenges / constraints are decreasing. Therefore, an
2ase in challenges / constraints may not influence an increase in identify risk types since these
variables are moving on the opposite directions. Finally, both variables should be embedded

the framework for ERM and sustainability, except that they should not have similar rankings.
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This correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in
micro-lending companies and to develop a framework for enterprise risk management that could

be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that che :nges / constraints are
significantly and negatively associated with qualitative methods (r = - 0.428, p < 0.0 . The findings
reveal that challenges / constraints for micro-lending companies may affect qualitative methods to
increase in the opposite direction as challenges / constraints are decreasing. Therefore, an
increase in challenges / constraints may not influence an increase in 1alitative methods since
these two variables are moving on the opposite directions. Finally, both variables should be
embedded into the framework for { ‘M and sustainability, except that they should not have similar
rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
sustainability in micro-lending companies and to develop a framework for enterprise risk

management that could be used to mitigate risks in micro-lending companies.

The findings shown on corre ition matrix Table 5.40 reveal that challenges / onstraints are
significantly and negatively associated with quantitative methods (r = - 0.358, p < 0.01). The
findings reveal that challenges / constraints for micro-lending companies may affect quan itive
methods » increase in the opposite direction as challenges / constraints are decreasing.
Therefore, an increase in challenges / constraints may not influence an increase in quantitative
methods since these two variables are moving on the opposite directions. Finally, both variables
should be embedded into the framework for ERM and sustainability, except that they should not
have similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that
affect su: inability in micro-lending companies and to develop a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that chi 2nges / ¢ straints are
significantly and negatively associated with control measures (r = - 0.1.  p < 0.01). The findings
reveal that challenges / constraints for micro-lending companies may affect control measures to
increase in the opposite direction as challenges / constraints are decreasing. Therefore, an
increase in challenges / constraints may not influence an increase in control measures since these
two variables are moving on 2 opposite directions. Finally, both variables shou be embedded
into the framework for ERM and sustainability, except that they should not have similar rankings.
This correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in
micro-ler 1g companies and to develop a framework for enterprise risk management that could

be used to mitigate risks in micro-lending companies.
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he findings shown on correlation matrix Table 540 reveal that challenges / constraints are
gnificantly and negatively associated with risk financing techniques (r = - 0.202, p < 0.01). The
dings reveal that challenges / constraints for micro-lending companies may affect risk financing
:chniques to increase in the opposite direction as challenges / constraints are decreasing.
herefore, an increase in challenges / constraints may not influence an increase in risk financing
:chniques since these two variables are moving on the opposite directions. Finally, both variables
tould be embedded into the framework for ERM and sustainability, except that they should not
ave similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that
ffect sustainability in micro-lending companies and to develop a framework for enterprise risk

1anagement that can be used to mitigate risks in micro-lending companies.

he findings shown on correlation matrix Table 5.40 reveal that challenges / constraints are
gnificantly and negatively associated with adoption (r = - 0.531, p < 0.01). The findings reveal that
rallenges / constraints for micro-lending companies may affect adoption to increase in the
oposite direction as challenges / constraints are decreasing. Therefore, an increase in challenges
constraints may not influence an increase in adoption since these two variables are moving on
ie opposite directions. Finally, both variables should be embedded into the framework for ERM
1d sustainability, except that they should not have similar rankings. This correlation fulfils
djectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
1d to develop a framework for enterprise risk management that can be used to mitigate risks in

icro-lending companies.

ne findings shown on correlation matrix ,able 5.40 reveal that challenges / constraints are
gnificantly and negatively associated with profitability and liquidity ratios (r = - 0.579, p < 0.01).
ne findings reveal that challenges / constraints for micro-lending companies may affect
-ofitability and liquidity ratios to increase in the opposite direction as challenges / constraints are
screasing. Therefore, an increase in challenges / constraints may not influence an increase in
‘ofitability and liquidity ratios since these two variables are moving on the opposite directions.
nally, both variables should be embedded into the framework for ERM and sustainability, except
at they should not have similar rankings. This correlation fulfils objectives 1 and 6, to establish
wurces of risk that affect sustainability in micro-lending companies and to develop a framework for

terprise risk  inagement that could be used to mitigate risks in micro-lending companies.

1e findings shown on correlation matrix Table 5.40 reveal that challenges / constraints are
gnificantly and negatively associated with corporate governance (r = - 0.416, p < 0.01). The
1dings reveal that challenges / constraints for micro-lending companies may affect corporate
overnance to increase in the opposite direction as challenges / constraints are decreasing.

nerefore, an increase in challenges / constraints may not influence an increase in corporate
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anding companies and to develop a framework for enterprise risk management that could be used

o mitigate risks in micro-lending companies.

‘he findings shown on correlation matrix Table 5.40 reveal that marketing challenges are
ignificantly and negatively associated with employee exposures (r = - 0.284, p < 0.01). The
indings reveal that marketing challenges for micro-lending companies may affect employee
ixposures to increase in the opposite direction as marketing challenges are decreasing. Therefore,
In increase in challenges / constraints may not influence an increase in employee exposures since
hese two variables are moving on the opposite directions. Finally, both variables should be
'mbedded into the framework for ERM and sustainability, except that they should not have similar
ankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
.ustainability in micro-lending companies and to develop a framework for enterprise risk

nanagement that could be used to mitigate risks in micro-lending companies.

‘he findings shown on correlation matrix Table 5.40 reveal that marketing challenges are
ignificantly and negatively associated with process exposures (r = - 0.313, p < 0.01). The findings
eveal that marketing challenges for micro-lending companies may affect process exposures to
1crease in the opposite direction as marketing challenges are decreasing. Therefore, an increase
1 marketing challenges may not influence an increase in process exposures since these two
ariables are moving on the opposite directions. Finally, both variables should be embedded into
1e framework for ERM and sustainability, except that they should not have similar rankings. This
orrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
:nding companies and to develop a framework for enterprise risk management that could be used

) mitigate risks in micro-lending companies.

he findings shown on correlation matrix Table 5.40 reveal that marketing challenges are
ignificantly and negatively associated with system exposures (r = - 0.288, p < 0.01). The findings
aveal that marketing challenges for micro-lending companies may affect system exposures to
icrease in the opposite direction as marketing challenges are decreasing. Therefore, an increase
1 marketing challenges may not influence an increase in system exposures since these two
ariables are moving on the opposite directions. Finally, both variables should be embedded into
1e framework for ERM and sustainability, except that they should not have similar rankings. This
orrelation fulfils objectives 1 and 6, to establish sourt : of risk that affect sustainability in micro-
nding companies and to develop a framework for enterprise risk management that could be used

)y mitigate risks in micro-lending companies.

he findings shown on correlation matrix Table 5.40 reveal that marketing challenges are

ignificantly and negatively associated with external exposures (r = - 0.333, p < 0.01). The findings
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orrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
:nding companies and to develop a framework for enterprise risk management that could be used

> mitigate risks in micro-lending companies.

he findings shown on correlation matrix Table 5.40 reveal that marketing challenges are
ignificantly and negatively associated with quantitative methods (r = - 0.265, p < 0.01). The
ndings reveal that marketing challenges for micro-lending companies may affect quantitative
1ethods to increase in the opposite direction as marketing challenges are decreasing. Therefore,
n increase in marketing challenges may not influence an increase variable quantitative method
ince these two variables are moving on the opposite directions. Finally, both variables should be
mbedded into the framework for ERM and sustainability, except that they should not have similar
ankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
ustainability in micro-lending companies and to develop a framework for enterprise risk

1anagement that could be used to mitigate risks in micro-lending companies.

he findings shown on correlation matrix Table 5.40 reveal that marketing challenges are
gnificantly and negatively associated with control measures (r = - 0.027, p < 0.01). The findings
sveal that marketing challenges for micro-lending companies may affect control measures to
icrease in the opposite direction as marketing challenges are decreasing. Therefore, an increase
I marketing challenges may not influence an increase variable control measures since these two
ariables are moving on the opposite directions. Finally, both variables should be embedded into
1e framework for ERM and sustainability, except that they should not have similar rankings. This
orrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
:nding companies and to develop a framework for enterprise risk management that could be used

» mitigate risks in micro-lending companies.

he findings shown on correlation matrix Table 5.40 reveal that marketing challenges are
gnificantly and negatively associated with risk financing techniques (r = - 0.097, p < 0.01). The
wdings reveal that marketing challenges for micro-lending companies may affect risk financing
«chniques to increase in the opposite direction as marketing challenges are decreasing.
herefore, an increase in marketing challenges may not influence an increase variable risk
1ancing technique since these two variables are moving on the opposite directions. Finally, both
ariables should be embedded into the framework for ERM and sustainability, except that they
Yould not have similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of
sk that affect sustainability in micro-lending companies and to develop a framework for enterprise

sk management that could be used to mitigate risks in micro-lending companies.
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1anagement stakeholder since these two variables are moving on the opposite directions. Finally,
oth variables should be embedded into the framework for ERM and sustainability, except that
1ey should not have similar rankings. This correlation fulfils objectives 1 and 6, to establish
ources of risk that affect sustainability in micro-lending companies and to develop a framework for

nterprise risk management that could be used to mitigate risks in micro-lending companies.

o Correlations between primary risks and other key identified variables
he findings shown on correlation matrix Table 5.40 reveal that primary risks are significantly and
egatively associated with primary factors (r = - 0.524, p < 0.01). The findings reveal that primary
sks for micro-lending companies may affect primary factors to increase in the opposite direction
s primary risks are decreasing. Therefore, an increase in primary factors may not influence an
crease variable primary risks since these two variables are moving on the opposite directions.
inally, both variables should be embedded into the framework for .. .M and sustainability, except
1at they should not have similar rankings. This correlation fulfils objectives 1 and 6, to establish
ources of risk that affect sustainability in micro-lending companies and to develop a framework for

nterprise risk management that could be used to mitigate risks in micro-lending companies.

he findings shown on correlation matrix Table 5.40 reveal that primary risks are significantly and
egatively associated with employee exposures (r = - 0.284, p < 0.01). The findings reveal that
rimary risks for micro-lending companies may affect employee exposures to increase in the
pposite direction as primary risks are decreasing. Therefore, an increase in employee exposures
1ay not influence an increase variable primary risks since these two variables are moving on the
pposite directions. Finally, both variables should be embedded into the framework for ERM and
ustainability, except that they should not have similar rankings. This correlation fulfils objectives 1
nd 6, to establish sources of risk that affect sustainability in micro-lending companies and to
evelop a framework for enterprise risk management that could be used to mitigate risks in micro-

:nding companies.

he findings shown on correlation matrix Table 5.40 reveal that primary risks are significantly and
egatively associated with process exposures (r = - 0.313, p < 0.01). The findings reveal that
rimary risks for micro-lending companies may affect process exposures to increase in the
pposite direction as primary risks are decreasing. Therefore, an increase in process exposures
1ay not influence an increase variable primary risks since these two variables are moving on the
pposite directions. Finally, both variables should be embedded into the framework for ERM and
ustainability, except that they should not have similar rankings. This correlation fulfils objectives 1
nd 6, to establish sources of risk that affect sustainability in micro-lending companies and to
evelop a framework for enterprise risk management that could be used to mitigate risks in micro-
:nding companies.
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posite directions. Finally, both variables should be embedded into the framework for ERM and
stainability, except that they should not have similar rankings. This correlation fulfils objectives 1
d 6, to establish sources of risk that affect sustainability in micro-lending companies and to
velop a framework for enterprise risk management that could be used to mitigate risks in micro-

1ding companies.

ie findings shown on correlation matrix Table 5.40 reveal that primary risks are significantly and
gatively associated with qualitative methods (r = - 0.345, p < 0.01). The findings reveal that
mary risks for micro-lending companies may affect qualitative methods to increase in the
posite direction as primary risks are decreasing. Therefore, an increase in qualitative methods
ay not influence an increase of variable primary risks since these two variables are moving on
2 opposite directions. Finally, both variables should be embedded into the framework for ERM
d sustainability, except that they should not have similar rankings. This correlation fulfils
jectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
id to develop a framework for enterprise risk management that could be used to mitigate risks in

cro-lending companies.

ie findings shown on correlation matrix Table 5.40 reveal that primary risks are significantly and
gatively associated with quantitative methods (r = - 0.265, p < 0.01). The findings reveal that
mary risks for micro-lending companies may affect quantitative methods to increase in the
posite direction as primary risks are decreasing. Therefore, an increase in quantitative methods
ay not influence an increase of variable primary risks since these two variables are moving on
2 opposite directions. Finally, both variables should be embedded into the framework for ERM
d sustainability, except that they should not have similar rankings. This correlation fulfils
jectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
id to develop a framework for enterprise risk management that could be used to mitigate risks in

cro-lending companies.

ie findings shown on correlation matrix Table 5.40 reveal that primary risks are significantly and
igatively associated with control measures (r = - 0.027, p < 0.01). The findings reveal that
mary risks for micro-lending companies may affect control measures to increase in the opposite
‘ection as primary risks are decreasing. Therefore, an increase in control measures may not
luence an increase of variable primary risks since these two variables are moving on the
posite directions. Finally, both variables should be embedded into the framework for ERM and
stainability, except that they should not have similar rankings. This correlation fulfils objectives 1
id 6, to establish sources of risk that affect sustainability in micro-lending companies and to
wwelop a framework for enterprise risk management that could be used to mitigate risks in micro-

1ding companies.
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he opposite directions. Finally, both variables should be eml Ided into the  nework for ERM
ind sustainability, except that they should not have similar rankings. This correlation fulfils
bjectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
ind to develop a framework for enterprise risk management that could be used to mitigate risks in

nicro-lending companies.

“he findings shown on correlation matrix Table 5.40 reveal that primary risks are significantly and
1egatively associated with stakeholder management (r = - 0.483, p < 0.01). The findings reveal
hat primary risks for micro-lending companies may affect stakeholder management to increase in
he opposite direction as primary risks are decreasing. Therefore, an increase in corporate
tovernance may not influence an increase of variable primary risks since these two variables are
noving on the opposite directions. Finally, both variables should be embedded into the framework
or ERM and sustainability, except that they should not have similar rankings. This correlation fulfils
bjectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
tnd to develop a framework for enterprise risk management that could be used to mitigate risks in

nicro-lending companies.

e Correlations between primary factors and other key identified variables
‘he findings shown on correlation matrix Table 5.40 reveal that primary factors are significantly
nd positively associated with employee exposures (r = 0.469, p < 0.01). The findings reveal that
rimary factors for micro-lending companies may affect employee exposures to increase in the
ame direction as primary factors are increasing. Therefore, an increase in primary factors will
asult into an increase in employee exposures since these two variables are moving in the same
irections. Finally, both variables should be embedded into the framework for ERM and
ustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
stablish sources of risk that affect sustainability in micro-lending companies and to develop a
-amework for enterprise risk management that could be used to mitigate risks in micro-lending

ompanies.

he findings shown on correlation matrix Table 5.40 reveal that primary factors are significantly
nd positively associated with process exposures (r = 0.452, p < 0.01). The findings reveal that
rimary factors for micro-lending companies may affect process exposures to increase in the same
irection as primary factors a inc 1sing. Therefore, an increase in primary factors will result into
n increase in process exposures since these two variables are moving in the same directions.
inally, both variables should be embedded into the framework for ERM and sustainability and
hould be given similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of
sk that affect sustainability in micro-lending companies and to develop a framework for enterprise

sk management that could be used to mitigate risks in micro-lending companies.
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¢ that affect sustainability in micro-lending companies and to develop a framework for enterprise

¢ management that can be used to mitigate risks in micro-lending companies.

2 findings shown on correlation matrix Table 5.40 reveal that primary factors are significantly
1 positively associated with qualitative methods (r = 0.352, p < 0.01). The findings reveal that
nary factors for micro-lending companies may affect qualitative methods to increase in the
ne direction as primary factors are increasing. Therefore, an increase in primary factors will
ult into an increase in qualitative methods since these two variables are moving in the same
actions. Finally, both variables should be embedded into the framework for ERM and
stainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
ablish sources of risk that affect sustainability in micro-lending companies and to develop a
mework for enterprise risk management that can be used to mitigate risks in micro-lending

npanies.

2 findings shown on correlation matrix Table 5.40 reveal that primary factors are significantly
1 positively associated with quantitative methods (r = 0.354, p < 0.01). The findings reveal that
nary factors for micro-lending companies may affect quantitative methods to increase in the
ne direction as primary factors are increasing. Therefore, an increase in primary factors will
ult into an increase in quantitative methods since these two variables are moving in the same
actions. Finally, both variables should be embedded into the framework for ERM and
stainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
ablish sources of risk that affect sustainability in micro-lending companies and to develop a
nework for enterprise risk management that can be used to mitigate risks in micro-lending

npanies.

2 findings shown on correlation matrix Table 5.40 reveal that primary factors are significantly
1 positively associated with control measures (r = 0.037, p < 0.01). The findings reveal that
nary factors for micro-lending companies may affect control measures to increase in the same
action as primary factors are increasing. Therefore, an increase in primary factors will result into
increase in control measures since these two variables are moving in the same directions.
ally, both variables should be embedded into the framework for ERM and sustainability and
wuld be given similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of
(thal fectsus ni lity in o-- 1dii  companies and to develop a framework for enterprise

i management that can be used tc¢  tigate risks in micro-lending compar ;.

2 findings shown on correlation matrix Table 5.40 reveal that primary factors are significantly
1 positively associated with risk financing techniques (r = 0.038, p < 0.01). The findings reveal

t primary factors for micro-lending companies may affect risk financing techniques to increase in
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ramework for enterprise risk management that can be used to mitigate risks in micro-lending

sompanies.

'he findings shown on correlation matrix Table 5.40 reveal that primary factors are significantly
ind positively associated with stakeholder management (r = 0.584, p < 0.01). The findings reveal
hat primary factors for micro-lending companies may affect stakeholder management to increase
n the same direction as primary factors are increasing. Therefore, an increase in primary factors
vill result into an increase in stakeholder management since these two variables are moving in the
same directions. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
sstablish sources of risk that affect sustainability in micro-lending companies and to develop a
ramework for enterprise risk management that can be used to mitigate risks in micro-lending

sompanies.

o Correlations between employee exposures and other key identified variables
'he findings shown on correlation matrix Table 5.40 reveal that employee exposures are
iignificantly and positively associated with process exposures (r = 0.914, p < 0.01). The findings
eveal that employee exposures for micro-lending companies may affect process exposures to
ncrease in the same direction as employee exposures are increasing. Therefore, an increase in
)mployee exposures will result into an increase in process exposures since these two variables
ire moving in the same directions. Finally, both variables should be embedded into the framework
or ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
ind 6, to establish sources of risk that affect sustainability in micro-lending companies and to
levelop a framework for enterprise risk management that can be used to mitigate risks in micro-

anding companies.

‘he findings shown on correlation matrix Table 5.40 reveal that employee exposures are
ignificantly and positively associated with system exposures (r = 0.877, p < 0.01). The findings
eveal that employee exposures for micro-lending companies may affect system exposures to
1crease in the same direction as employee exposures are increasing. Therefore, an increase in
'imployee exposures will result into an increase in system exposures since these two variables are
noving in the same directions. Finally, both variables should be embedded into the framework for
:RM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
ind 6, to establish sources of risk that affect sustainability in micro-lending companies and to
levelop a framework for enterprise risk management that can be used to mitigate risks in micro-

anding companies.
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The findings shown on correlation matrix Table 5.40 reveal that employee exposures are
significantly and positively associated with external exposures (r = 0.824, p < 0.01). The findings
reveal that employee exposures fi  micro-lending companies may affect external exposures to
increase in the same direction as employee exposures are increasing. Therefore, an increase in
employee exposures will result into an increase in external exposures since these two variables
are moving in the same directions. Finally, both variables should be embedded into the framewo

for ERM a | sustainability and should be given similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 5.40 reveal that employee exposures are
significantly and positively associated with important elements (r = 0.405, p < 0.01). The findings
reveal that employee exposures for micro-lending companies may affect important elements to
increase in the same direction as employee exposures are increasing. Therefore, an increase in
employee exposures will result into an increase in important elements since these two variables
are moving in the same directions. Finally, both variables shouid be embedded into the framework
for ERM and sustainability and should be given similar rankings. This cor lation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a amework for enterprise risk management that can be used  mitigate risks in micro-

lending companies.

The findii 5 shown on correlation matrix Table 5.40 reveal that « ployee exposures are
significantly and positively associated with identify risk types (r = 0.360, p < 0.01). The findings
reveal that employee exposures for micro-lending companies may affect identity risk types to
increase in the same direction as employee exposures are increasing. Therefore, an increase in
employee exposures will result into an increase in identify risk types since these two variables are
moving in the same directions. Finally, both variables should be embedded into the framework for
ERM and sustainability and should be given similar rankings. This correlation fu s objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 5.40 reveal that « 1ployee exposures are
significantly and positively associated with qualitative methods (r = 0.779, p < 0.01). The findings
reveal that employee exposures for micro-lending companies may affect qualitative methods to
inc in tl ime direction as employee exposures are increasir srefc 1inc 1sein

employee exposures will result into an increase in qualitative  :tho e these two ' iat
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re moving in the same directions. Finally, both variables should be nbedded into the framework
or ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
nd 6, to establish sources of risk that affect sustainability in micro-lending companies and to
evelop a framework for enterprise risk management that can be used to mitigate risks in micro-

:nding companies.

‘he findings shown on correlation matrix Table 540 reveal that nployee exposures are
ignificantly and positively associated with quantitative methods (r = 0.684, p < 0.01). The findings
aveal that employee exposures for micro-lending companies may affect quantitative methods to
1crease in the same direction as employee exposures are increasing. Therefore, an increase in
‘mployee exposures will result into an increase in quantitative methods since these two variables
re moving in the same directions. Finally, both variables should be embedded into the framework
>r ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
nd 6, to establish sources of risk that affect sustainability in micro-lending companies and to
evelop a framework for enterprise risk management that can be used to mitigate risks in micro-

:nding companies.

he findings shown on correlation matrix Table 5.40 reveal that employee exposures are
ignificantly and positively associated with control measures (r = 0.605, p < 0.01). The findings
aveal that employee exposures for micro-lending companies may affect control measures to
icrease in the same direction as employee exposures are increasing. Therefore, an increase in
mployee exposures will result into an increase in control measures since these two variables are
10ving in the same directions. Finally, both variables should be embedded into the framework for
‘RM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
nd 6, to establish sources of risk that affect sustainability in micro-lending companies and to
evelop a framework for enterprise risk management that can be used to mitigate risks in micro-

:nding companies.

he findings shown on correlation matrix Table 540 reveal that employee exposures are
ignificantly and positively associated with risk financing techniques (r  0.523, p < 0.01). The
ndings reveal that employee exposures for micro-lending companies may affect risk financing
:chniques to increase in the same direction as employee exposures are increasing. Therefore, an
icrease in employee exposurc  will  ult into an inc in1 <financing hnique cett
vo variables are moving in the same directions. Finally, both variables should be embedded into
1e framework for ERM and sustainability and should be given similar rankings. This correlation
ilfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending
ompanies and to develop a framework for enterprise risk management that can be used to

itigate risks in micro-lending companies.
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nto the framework for ERM and sustainability and should be given sim - 1kings. This
sorrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
ending companies and to develop a framework for enterprise risk management that can be used

‘0 mitigate risks in micro-lending companies.

o Correlations between process exposures and other key identified variables
The findings shown on correlation matrix Table 5.40 reveal that process exposures are significantly
and positively associated with system exposures (r = 0.895, p < 0.01). The findings reveal that
rocess exposures for micro-lending companies may affect system exposures to increase in the
same direction as process exposures are increasing. Therefore, an increase in process exposures
wvill result into an increase in system exposures since these two variables are moving in the same
lirections. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
astablish sources of risk that affect sustainability in micro-lending companies and to develop a
ramework for enterprise risk management that can be used to mitigate risks in micro-lending

:ompanies.

he findings shown on correfation matrix Table 5.40 reveal that process exposures are significantly
ind positively associated with external exposures (r = 0.828, p < 0.01). The findings reveal that
rocess exposures for micro-lending companies may affect external exposures to increase in the
same direction as process exposures are increasing. Therefore, an increase in process exposures
vill result into an increase in external exposures since these two variables are moving in the same
lirections. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
istablish sources of risk that affect sustainability in micro-lending companies and to develop a
ramework for enterprise risk management that can be used to mitigate risks in micro-lending

;ompanies.

“he findings shown on correlation matrix Table 5.40 reveal that process exposures are significantly
ind positively associated with important elements (r = 0.404, p < 0.01). The findings reveal that
rocess exposures for micro-lending companies may affect important elements to increase in the
i:ame direction as process exposures are increasing. Therefore, an increase in process exposures
vill  sultinto 1inc vinimpor it elen s since these two variables are moving in the same
lirections. Finally, both variables should be embedded into the framework for ERM and
ustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
istablish sources of risk that affect sustainability in micro-lending companies and to develop a
ramework for enterprise risk management that can be used to mitigate risks in micro-lending
:ompanies.
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directions. Finally, both variables should be embedded into the framework for .M and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that process exposures are significantly
and positively associated with risk financing techniques (r = 0.535, p < 0.01). The findings reveal
that process exposures for micro-lending companies may affect risk financing techniques to
increase in the same direction as process exposures are increasing. Therefore, an increase in
process exposures will result into an increase in risk financing techniques since these two
variables are moving in the same directions. Finally, both variables should be embedded into the
framework for ERM and sustainability and should be given similar rankings. This correlation fulfils
objectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
and to develop a framework for enterprise risk management that can be used to mitigate risks in

micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that process exposures are significantly
and positively associated with adoption (r = 0.160, p < 0.01). The findings reveal that process
axposures for micro-lending companies may affect adoption to increase in the same direction as
Jrocess exposures are increasing. Therefore, an increase in process exposures will result into an
ncrease in adoption since these two variables are moving in the same directions. Finally, both
/ariables should be embedded into the framework for ERM and sustainability and should be given
similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
sustainability in micro-lending companies and to develop a framework for enterprise risk

nanagement that can be used to mitigate risks in micro-lending companies.

Fhe findings shown on correlation matrix Table 5.40 reveal that process exposures are significantly
ind positively associated with profitability and liquidity ratios (r = 0.756, p < 0.01). The findings
eveal that process exposures for micro-lending companies may affect profitability and liquidity
atios to increase in the same direction as process exposures are increasing. Therefore, an
ncrease in process exposures will result into an increase in profitability and liquidity ratios since
he: two variables are moving in the me directions. Fii ly, both variables should be nbedded
nto the framework for ERM and sustainability and should be given similar rankings. This
sorrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
ending companies and to develop a framework for enterprise risk management that can be used

o mitigate risks in micro-lending companies.
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will result into an increase in important elements since these two variables are moving in the same
directions. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that system exposures are significantly
and positively associated with identify risk types (r = 0.376, p < 0.01). The findings reveal that
system exposures for micro-lending companies may affect identify risk types to increase in the
same direction as system exposures are increasing. Therefore, an increase in system exposures
will result into an increase in identify risk types since these two variables are moving in the same
directions. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that system exposures are significantly
and positively associated with qualitative methods (r = 0.846, p < 0.01). The findings reveal that
system exposures for micro-lending companies may affect qualitative methods to increase in the
same direction as system exposures are increasing. Therefore, an increase in system exposures
will result into an increase in qualitative methods since these two variables are moving in the same
directions. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that system exposures are significantly
and positively associated with quantitative methods (r = 0.734, p < 0.01). The findings reveal that
system exposures for micro-lending companies may affect quantitative methods to increase in the
same direction as system exposures are increasing. Therefore, an increase in system exposures
could could result into an increase in quantitative methods since these two variables are moving in
the same directions. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to

establish sources of risk that affect sustainability in micro-lending companies and to develop a
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tios to increase in the same direction as system exposures are increasing. Therefore, an
crease in system exposures could result into an increase in profitability and liquidity ratios since
ese two variables are moving in the same directions. Finally, both variables should be embedded
to the framework for ERM and sustainability and should be given similar rankings. This
rrelation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
nding companies and to develop a framework for enterprise risk management that can be used

mitigate risks in micro-lending companies.

1e findings shown on correlation matrix Table 5.40 reveal that system exposures are significantly
1d positively associated with corporate governance (r = 0.709, p < 0.01). The findings reveal that
rstem exposures for micro-lending companies may affect corporate governance to increase in the
ime direction as system exposures are increasing. Therefore, an increase in system exposures
uld result into an increase in corporate governance since these two variables are moving in the
ime directions. Finally, both variables should be embedded into the framework for ERM and
istainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
stablish sources of risk that affect sustainability in micro-lending companies and to develop a
amework for enterprise risk management that can be used to mitigate risks in micro-lending

ympanies.

1e findings shown on correlation matrix Table 5.40 reveal that system exposures are significantly
d positively associated with stakeholder management (r = 0.605, p < 0.01). The findings reveal
at system exposures for micro-lending companies may affect stakeholder management to
crease in the same direction as system exposures are increasing. Therefore, an increase in
'stem exposures could result into an increase in stakeholder management since these two
iriables are moving in the same directions. Finally, both variables should be embedded into the
imework for ERM and sustainability and should be given similar rankings. This correlation fulfils
jjectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
'd to develop a framework for enterprise risk management that can be used to mitigate risks in

icro-lending companies.

o Correlations between external exposures and other key identified variables
1e findings shown on correlation matrix Table 5.40 reveal that external exposures are significantly
id positively associated with important elements (r = 0.428, p < 0.01). The findings reveal that
ternal exposures for micro-lending companies may affect important elements to increase in the
ime direction as external exposures are increasing. Therefore, an increase in external exposures
wld result into an increase in important elements since these two variables are moving in the
ime directions. Finally, both variables should be embedded into the framework for ERM and

istainability and should be given similar rankings. This correlation fulfils objectives 1 and 8, to
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establish sources of risk that affe sustainability in micro-lending con nies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that external exposures are significantly
and positively associated with identify risk types (r = 0.387, p < 0.01). The findings reveal that
external exposures for micro-lending companies may affect identify risk ty] : to increase in the
same direr  2on as external exposures are increasing. Therefore, an increase in external exposures
could result into an increase in identify risk types since these two variables are moving in the same
directions. Finally, both variables should be embedded into the fr nework for ERM and
sustainability and shouid be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitige risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that external expo:  es are significantly
and positively associated with qualitative methods (r = 0.817, p < 0.01). The findings reveal that
external exposures for micro-lending companies may affect qualitative methods to increase in the
same direction as external exposures are increasing. Therefore, an increase in external exposures
could result into an increase in qualitative methods since these two variables are moving in the
same direr ons. Finally, both varii les should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework r enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that external e:  >sures are significantly
and positively associated with quantitative methods (r = 0.713, p < 0.01). The findings reveal that
external e: sures for micro-lending companies may affect quantitative n hods to increase in the
same direction as external exposures are increasing. Therefore, an increase in external exposures
could result into an increase in quantitative methods since these two vai >les are moving in the
same directions. Finally, both variables should be embedded into the framework for £/ and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.



The findings shown on correlation matrix Table 5.40 rer |l that external exposures are signifi  stly
and positively associated with control measures (r = 0.560, p < 0.01). The findings reveal that
external exposures for micro-lending companies may affect control measures to increase in the
same direction as external exposures are increasing. Therefore, an increase in external exposures
could result into an increase in control measures since these two variables are moving in the same
directions. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that external exposures are significantly
and positively associated with risk financing techniques (r = 0.573, p < 0.01). The findings reveal
that external exposures for micro-lending companies may affect risk financing techniques to
increase in the same direction as external exposures are increasing. Therefore, an increase in
external exposures could result into an increase in risk financing techniques since these two
variables are moving in the same directions. Finally, both variables should be embedded into the
framework for ERM and sustainability and should be given similar rankings. This correlation fulfils
objectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
and to develop a framework for enterprise risk management that can be used to mitigate risks in

micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that external exposures are significantly
and positively associated with adoption (r = 0.204, p < 0.01). The findings reveal that external
exposures for micro-lending companies may affect adoption to increase in the same direction as
external exposures are increasing. Therefore, an increase in external exposures could result into
an increase in adoption since these two variables are moving in the same directions. Finally, both
variables should be embedded into the framework for ERM and sustainability and should be given
similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
sustainability in micro-lending companies and to develop a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.

Tl finding iownon ionn rix Table 540 Il that exter! pt 1 gnific ly
and positively associated with profitability and liquidity ratios (r = 0.823, p < 0.01). The findings
reveal that external exposures for micro-lending companies may affect profitability and liquidity
ratios to increase in the same direction as external exposures are increasing. Therefore, an
increase in external exposures will result into an increase in profitability and liquidity ratios since

these two variables are moving in the same directions. Finally, both variables should be embedded
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The findings shown on correlation matrix Table 5.40 reveal that important elements are
significantly and positively associated with qualitative methods (r  0.438, p < 0.01). The findings
reveal that important elements for micro-lending companies may affect qualitative methods to
increase in the same direction as important elements are increasing. Therefore, an increase in
important elements could result into an increase in qualitative methods since these two variables
are moving in the same directions. Finally, both variables should be embedded into the framework
for ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 5.40 reveal that important elements are
significantly and positively associated with quantitative methods (r = 0.382, p < 0.01). The findings
reveal that important elements for micro-lending companies may affect quantitative methods to
increase in the same direction as important elements are increasing. Therefore, an increase in
important elements could result into an increase in quantitative methods since these two variables
are moving in the same directions. Finally, both variables should be embedded into the framework
for ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 5.40 reveal that important elements are
significantly and positively associated with control measures (r = 0.261, p < 0.01). The findings
reveal that important elements for micro-lending companies may affect control measures to
increase in the same direction as important elements are increasing. Therefore, an increase in
important element could result into an increase in control measures since these two variables are
moving in the same directions. Finally, both variables should be embedded into the framework for
ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 5.40 reveal that important elements are
significantly and positively associated with risk financing techniques (r = 0.159, p < 0.01). The
findings reveal that important elements for micro-lending companies may affect risk financing
techniques to increase in the same direction as important elements are increasing. Therefore, an

increase in important elements could result into an increase in risk financing techniques since
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these two variables are moving in ti  same directions. nally, both varial s should be embedded
into the framework for ERM and sustainability ar should be given similar rankings. This
correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
lending companies and to develop a framework for enterprise risk management that can be used

to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 real that important elements are
significantly and positively associated with adoption (r = 0.409, p < 0.01). The findings reveal that
important elements for micro-lending companies may affect adoption to increase in the same
direction as important elements are increasing. Therefore, an increase in important elements could
result into an increase in adoption since these two variables are moving in the same directions.
Finally, both variables should be embedded into the framework for ERM and sustainability and
should be given similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of
risk that affect sustainability in micro-lending companies and to develop a framework for enterprise

risk management that can be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that important elements are
significantly and ositively associated with profitability and liquidity ratios (r = 0.390, p < 0.01). The
findings reveal that important elements for micro-lending companies may affect profitability and
liquidity ratios to increase in the same direction as important elements are increasing. Therefore,
an increase in important elements could result into an increase in profit: ility and liquidity ratios
since these two variables are moving in the same directions. Finally, both variables should be
embedded into the framework for ERM and sustainability and should be given similar rankings.
This correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in
micro-lendi | companies and to develop a framework for enterprise risk management that can be

usec ) mitigate risks in micro-lending companies.

The ndings shown on correlation matrix Table 5.40 reveal that cortant elements are
significantly and positively associated with corporate governance (r = 0.627, p < 0.01). The findings
reveal that important elements r micro-lending companies may affect corpc e vernanc to
increase in the same direction as important elements are increasing. Therefore, an increase in
important elements could result into an increase in corporate governance ¢ ce these two variables
are moving in the same directions. Finally, both variables should be embe led into the framework
for ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lendii con nies.
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1e findings shown on correlation matrix Table 5.40 reveal that important elements are
jnificantly and positively associated with stakeholder management (r  0.632, p < 0.01). The
dings reveal that important elements for micro-lending companies may affect stakeholder
anagement to increase in the same direction as important elements are increasing. Therefore, an
srease in important elements could result into an increase in stakeholder management since
ase two variables are moving in the same directions. Finally, both variables should be embedded
o the framework for ERM and sustainability and should be given similar rankings. This
rrelation fulfits objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
1ding companies and to develop a framework for enterprise risk management that can be used

mitigate risks in micro-lending companies.

¢ Correlations between identify risk types and other key identified variables
ie findings shown on correlation matrix Table 5.40 reveal that identify risk types are significantly
d positively associated with qualitative methods (r = 0.360, p < 0.01). The findings reveal that
antify risk types for micro-lending companies may affect qualitative methods to increase in the
me direction as identify risk types are increasing. Therefore, an increase in identify risk types
uld result into an increase in qualitative methods since these two variables are moving in the
me directions. Finally, both variables should be embedded into the framework for ERM and
stainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
tablish sources of risk that affect sustainability in micro-lending companies and to develop a
mework for enterprise risk management that can be used to mitigate risks in micro-lending

mpanies.

e findings shown on correlation matrix Table 5.40 reveal that identify risk types are significantly
d positively associated with quantitative methods (r = 0.360, p < 0.01). The findings reveal that
:ntify risk types for micro-lending companies may affect quantitative methods to increase in the
me direction as identify risk types are increasing. Therefore, an increase in identify risk types
uld result into an increase in quantitative methods since these two variables are moving in the
me directions. Finally, both variables should be embedded into the framework for ERM and
stainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
tablish sources of risk that affect sustainability in micro-lending companies and to develop a
mework for enterprise risk management that can be used to mitigate risks in micro-lending

Tmpanies.

e findings shown on correlation matrix Table 5.40 reveal that identify risk types are significantly
d positively associated with control measures (r = 0.181, p < 0.01). The findings reveal that
ntify risk types for micro-lending companies may affect control measures to increase in the

me direction as identify risk types are increasing. Therefore, an increase in identify risk types
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The findings shown on correlation matrix Table 5.40 reveal that identify risk types are significantly
and positively associated with corporate governance (r = 0.591, p < 0.01). The findings reveal that
identify risk types for micro-lending companies may affect corporate governance to increase in the
same direction as identify risk types are increasing. Therefore, an increase in identify risk types
could result into an increase in corporate governance since these two variables are moving in the
same directions. Finally, both variables should be embedded into the framework for ERM and
sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that identify risk types are signifi ity
and positively associated with stakeholder management (r 0.617, p < 0.01). The findings reveal
that identify risk types for micro-lending companies may affect stakeholder management to
increase in the same direction as identify risk types are increasing. Therefore, an increase in
identify risk types could result into an increase in stakeholder management since these two
variables are moving in the same directions. Finally, both variables should be embedded into the
framework for ERM and sustainability and should be given similar rankings. This correlation fulfils
objectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
and to develop a framework for enterprise risk management that can be used to mitigate risks in

micro-lending companies.

o Correlations between qualitative methods and other key identified variables
The findings shown on correlation matrix Table 5.40 reveal that qualitative methods are
significantly and positively associated with quantitative methods (r = 0.777, p < 0.01). The findings
reveal that qualitative methods for micro-lending companies may affect quantitative methods to
increase in the same direction as qualitative methods are increasing. Therefore, an increase in
qualitative methods could result into an increase in quantitative methods since these two variables
are moving in the same directions. Finally, both variables should be embedded into the framework
for ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 5.40 reveal that qualitative methods are
significantly and positively associated with control measures (r = 0.687, p < 0.01). The findings
reveal that qualitative methods for micro-lending companies may affect control measures to

increase in the same direction as qualitative methods are increasing. Therefore, an increase in
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The findings shown on correlation matrix Table 5.40 reveal that qualitative methods are
significantly and positively associated with corporate go  nance (r = 0.602, p < 0.01). The findings
reveal that qualitative methods for micro-lending companies may affect corporate governance to
increase in the same direction as qualitative methods are increasing. Therefore, an increase in
qualitative methods could result into an increase in corporate governance since these two
variables are moving in the same directions. Finally, both variables should be embedded into the
framework for ERM and sustainability and should be given simitar rankings. This correlation fulfils
objectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
and to develop a framework for enterprise risk management that can be used to mitigate risks in

micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that qualitative methods are
sign.ifiéantly and positively associated with stakeholder management (r = 0.514, p < 0.01). The
findings reveal that qualitative methods for micro-lending companies may affect stakeholder
management to increase in the same direction as qualitative methods are increasing. Therefore,
an increase in qualitative methods could result into an increase in stakeholder management since
these two variables are moving in the same directions. Finally, both variables should be embedded
into the framework for ERM and sustainability and should be given similar rankings. This
correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
lending companies and to develop a framework for enterprise risk management that can be used

to mitigate risks in micro-lending companies.

e Correlations between quantitative methods and other key identified variables
The findings shown on correlation matrix Table 5.40 reveal that quantitative methods are
significantly and positively associated with control measures (r = 0.671, p < 0.01). The findings
reveal that quantitative methods for micro-lending companies may affect control measures to
increase in the same direction as quantitative methods are increasing. Therefore, an increase in
quantitative methods could result into an increase in control measures since these two variables
are moving in the same directions. Finally, both variables should be embedded into the framework
for ERM and sustainability and should be given similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 540 reveal that quantitative methods are
significantly and positively associated with risk financing techniques (r = 0.559, p < 0.01). This
could reveal that quantitative methods for micro-lending companies may affect risk financing

techniques to increase in the same direction as quantitative methods are increasing. Therefore, an
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The findit shown on correlation matrix Table 5.40 reveal that quantitative me >ds :

significant id positively associated with stakeholder mana: nent (r = 0.493, p 0.01). The
findings reveal that quantitative methods for micro-lending companies may affect stakeholder
management to increase in the same direction as quantitative methods are increasing. Therefore,
an increase in quantitative methods could result into an increase stakeholder management since
these two variables are moving in the same directions. Finally, both variables should be embedded
into the framework for ERM and sustainability and should be given similar rankings. This
correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
lending companies and to develop a framework for enterprise risk management that can be used

to mitigate risks in micro-lending companies.

¢ Correlations between control measures and other key identified variables
The findings shown on correlation matrix Table 5.40 reveal that control measures are significantly
and positively associated with risk financing techniques (r = 0.661, p < 0.01). The findings reveal
that control measures for micro-lending companies may affect risk financing techniques to increase
in the same direction as control measures are increasing. Therefore, an increase in control
measures will result into an increase risk financing technique since these two variables are moving
in the same directions. Finally, both variables should be embedded into the framework for ERM
and sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
establish sources of risk that affect sustainability in micro-lending companies and to develop a
framework for enterprise risk management that can be used to mitigate risks in micro-lending

companies.

The findings shown on correlation matrix Table 5.40 reveal that control measures are significantly
and negatively associated with adoption (r = - 0.158, p < 0.01). The findings reveal that control
measures for micro-lending companies may affect adoption to increase in the opposite direction as
control measures are decreasing. Therefore, an increase in adoption may not influence an
increase of variable control measure since these two variables are moving on the opposite
directions. Finally, both variables should be embedded into the framework for ERM and
sustainability, except that they should not have similar rankings. This correlation fulfils objectives 1
and 6, to establish sources of risk that affect sustainability in micro-lending companies and to
develop a framework for enterprise risk management that can be used to mitigate risks in micro-

lending companies.

The findings shown on correlation matrix Table 5.40 reveal that control measures are significantly
and positively associated with profitability and liquidity ratios (r = 0.577, p < 0.01). The findings
reveal that control measures for micro-lending companies may affect profitability and liquidity ratios

to increase in the same direction as control measures are increasing. Therefore, an increase in
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and to develop a framework for enterprise risk management that can be used to mitigate risks in

micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that risk financing technigues are
significantly and positively associated with profitability and liquidity ratios (r = 0.617, p < 0.01). Tl

findings reveal that risk financing techniques for micro-lending companies may affect profitability
and liquidity ratios to increase in the same direction as risk financing techniques are increasing.
Therefore, an increase in risk financing techniques could result into an increase profitability and
liquidity ratios since these two variables are moving in the same directions. Finally, both variables
should be embedded into the framework for ERM and sustainability and should be given similar
rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
sustainability in micro-lending companies and to develop a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that risk financing techniques are
significantly and positively associated with corporate governance (r = 0.372, p < 0.01). The findings
reveal that risk financing techniques for micro-lending companies may affect corporate governance
to increase in the same direction as risk financing techniques are increasing. Therefore, an
increase in risk financing technigues could result into an increase corporate governance since
these two variables are moving in the same directions. Finally, both variables should be embedded
into the framework for ERM and sustainability and should be given similar rankings. This
correlation fulfils objectives 1 and 6, to establish sources of risk that affect sustainability in micro-
lending companies and to develop a framework for enterprise risk management that can be used

to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that nisk nnancing tecnniques are
significantly and positively associated with stakeholder management (r = 0.270, p < 0.01). The
findings reveal that risk financing techniques for micro-lending companies may affect stakeholder
management to increase in the same direction as risk financing techniques are increasing.
Therefore, an increase in risk financing techniques could result into an increase stakeholder
management since these two variables are moving in the san directions. Finally, both variables
should be embedded into the framework for ERM and sustainability and should be given similar
rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
sustainability in micro-lending companies and to develop a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.
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Therefore, an increase in profitability and liquidity ratios could result into an increase corporate
governance since these two variables are moving in the same directions. Finally, both variables
should be embedded into the framework for ERM and sustainability and should be given similar
rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that affect
sustainability in micro-lending companies and to de' >p a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.40 reveal that profitability and liquidity ratios are
significantly and positively associated with stakeholder management (r = 0.650, p < 0.01). The
findings reveal that profitability and liquidity ratios for micro-lending companies may affect
stakeholder management to increase in the same direction as profitability and liquidity ratios are
increasing. Therefore, an increase in profitability and liquidity ratios could result into an increase
stakeholder management since these two variables are moving in the same directions. Finally,
both variables should be embedded into the framework for ERM and sustainability and should be
given simiiar rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that
affect sustainability in micro-lending companies and to develop a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.

¢ Correlations between corporate governance and key identified variable
The findings shown on correlation matrix Table 5.40 reveal corporate governance is significantly
and positively associated with stakeholder management (r = 0.841, p < 0.01). The findings reveal
that corporate governance for micro-lending companies may affect stakeholder management to
increase in the same direction as corporate governance are increasing. Therefore, an increase in
corporate governance could result into an increase stakeholder management since these two
variables are moving in the same directions. Finally, both variables should be embedded into the
framework for ERM and sustainability and should be given similar rankings. This correlation fulfils
objectives 1 and 6, to establish sources of risk that affect sustainability in micro-lending companies
and to develop a framework for enterprise risk management that can be used to mitigate risks in

micro-lending companies.
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5.4.3.2 Relationships between variables (proprietor perspective)
A correlation n  rix (See Tat 5.41) was used to interpret the correlations between key variables
based on proprietor perspective (motivation; managerial innovation; taking opportunity; perceptions

on ERM and risk oversight).

¢ Correlations between motivation and key identified variables
The findings shown on correlation matrix Table 5.41 reveal that motivation is significantly and
positively associated with managerial innovation (r = 0.773, p < 0.01). The findings reveal that
motivation in the micro-lending companies may affect managerial innovation to increase in the
same direction as motivation is increasing. Therefore, an increase in motivation could result into an
increase managerial innovation since these two variables are moving in the same directions.
Finally, both variables should be embedded into the framework for ERM and sustainability and
should be given similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of
risk that affect sustainability in micro-lending companies and to develop a framework for enterprise

risk management that can be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.41 reveal that motivation is significantly and
positively associated with taking opportunity (r  0.525, p < 0.01). The findings reveal that
motivation in the micro-lending companies may affect taking opportunity to increase in the same
direction as motivation is increasing. Therefore, an increase in motivation could result into an
increase taking opportunity since these two variables are moving in the same directions. Finally,
both variables should be embedded into the framework for ERM and sustainability and should be
given similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of risk that
affect sustainability in micro-lending companies and to develop a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.41 reveal that motivation is significantly and
positively associated with perceptions on ERM (r = 0.677, p < 0.01). The results reveal that
motivation in the micro-lending companies may affect perceptions on ERM to increase in the same
direction as motivation is increasing. Therefore, an increase in motivation could result into an
increase perception on ERM since these two variables are moving in the same directions. Finally,
both variables should be embedded into the framework for ERM and sustainability and shouid be
gi- 1 similar  1kings. This correlation fulfils objectir 1 and 6, to establish sources of risk I

affect sustainability in micro-lending companies and to develop a framework for enterprise risk

management that can be used to mitigate risks in micro-lending companies.

The findings shown on correlation matrix Table 5.41 reveal that motivation is significantly and

positively associated with risk oversight (r = 0.791, p < 0.01). The results reveal that motivation in
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stablish sources of risk that affect sustainability in micro-lending companies and to develop a
amework for enterprise risk management that can be used to mitigate risks in micro- 1ding

ompanies.

e Correlations between taking opportunity and key identified variables

he findings shown on correlation matrix . able 5.41 reveal that taking opportunity is significantly
nd positively associated with perceptions on ERM (r = 0.663, p < 0.01). The findings reveal that
1anagerial innovation in the micro-lending companies may affect perceptions on ERM to increase
I the same direction as taking opportunity is increasing. Therefore, an increase in taking
pportunity could result into an increase perception on ERM since these two variables are moving

the same directions. Finally, both variables should be embedded into the framework for ERM
nd sustainability and should be given similar rankings. This correlation fulfils objectives 1 and 6, to
stablish sources of risk that affect sustainability in micro-lending companies and to develop a
amework for enterprise risk management that can be used to mitigate risks in micro-lending

xmpanies.

he findings shown on correlation matrix Table 5.41 reveal that taking opportunity is significantly
1d positively associated with risk oversight (r = 0.419, p < 0.01). The findings reveal that
anagerial innovation in the micro-lending companies may affect risk oversight to increase in the
ame direction as taking opportunity is increasing. Therefore, an increase in taking opportunity will
isult into an increase risk oversight since these two variables are moving in the same directions.
nally, both variables should be embedded into the framework for ERM and sustainability and
ould be given similar rankings. This correlation fulfils objectives 1 and 6, to establish sources of
sk that affect sustainability in micro-lending companies and to develop a framework for enterprise

sk management that can be used to mitigate risks in micro-lending companies.

e Correlations between perceptions on ERM and key identified variable
1e findings shown on correlation matrix Table 5.41 reveal that perceptions on ERM is significantly
d positively associated with risk oversight (r = 0.913, p < 0.01). The findings reveal that
anagerial innovation in the micro-lending companies may affect risk oversight to increase in the
ime direction as perceptions on ERM is increasing. Therefore, an increase in taking perceptions
1 M could result into an increase risk oversight since these two variables are moving in the
ime directions. Finally, both var »les should be ¢ )edded into the framework for ..M 1d
istainability 1d should be given similar rankings. This correlation fulfils objectives 1 and 6, to
stablish sources of risk that affect sustainability in micro-lending companies and to develop a
amework for enterprise risk management that can be used to mitigate risks in micro-lending

ympanies.
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CHAPTER 6: QUALITATIVE DATA ANALYSIS, PRESENTATION AND DISCUSSION OF
RESULTS

8 Introduction

Quantitative data analysis and discussion of findings were presented in the previous chapter.

Qualitative data presentation, analysis and discussion of findings are presented in this chapter.
The chapter discusses the themes that emerged from the interviews conducted with employees
and proprietors in the micro-lending sector in Botswana. Consent was granted by interviewees
(participants) and interviews were recorded and transcribed. In the qualitative frame of the
research, structured interview was utilised to examine the level of understanding what influences
the closure of micro-lending businesses in Botswana. Themes were derived from the research
objectives and research questions based on the participants’ perceptions and views towards an
adoption of ERM and sustainability framework in micro-lending companies. Thematic analysis
axtends the study in examining different topics, understanding participants’ voices and presenting
jata where verbatim quotations have been extracted to substantiate the perceptions. Thematic
analysis is essential for enhancing reliability of data and achieving an in-depth understanding of the
ohenomenon under discussion. An inductive approach was used in identifying the themes and
satterns of meanings across the qualitative data collected. Verbatim quotations eliminate the risk of
‘abricating findings and enhances the ethical status of the study. In order to understand the raw

Jata from the participants, summarises were given at the end of each section.

3.1 Participants

The study selected 16 participants in this structured interview. The 16 participants were
sonveniently selected according to the positions which generally dominate in a micro-lending
sector, such as Front-Line Officer (FLO); Risk Manager (RM); Accountant (ACC); Human
Resources Manager (HRM); CEO - Proprietor (CEQO); Loans Officer (LO) and Board Member (BM).
A pilot study was conducted on 2 participants (1 employee and 1 proprietor). This pilot study aimed
o refine the questions and remove bias. The pilot study achieved data consistency and errors
vere eliminated. In the final interviews the study managed to interview 8 participants (6 employees
and 2 proprietors) working in the micro-lending sector in Botswana. An additional 8 participants
vere not interviewed as the data reached saturation with only 8 participants. Therefore, it was not
1ecessary to continue to interview the rest of the 16 participants as saturation was reached during
he interviews with the first 8 participants. A convenient sampling technique was used in selecting
he 8 participants for the face-to-face individual interviews. Individual face-to-face interviews were
:onduc  lintt  month of August in 2018. . .1e participants were assigned codes which represent
heir positions (for example - Front Line Officer = FLOO01; Risk Manager = RMO01; Operations
Aanager = OMO01; Accountant = ACCO1; Human Resources Manager = HRMO1; Loans Officer =
.001; CEO - Proprietor and Board Member = BM01). The main intention of the study was to

nterview 16 participants, but the interview process reached saturation on 8 participants. Therefore,
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Hol{ the responses on an audio recorder in addition to scripted not on a1 e | 1
nt o Husly, ore interviewing the respondents the researcher conducted a short
linstorming exercise in order to p are each individual participant for the final interview. Below
he structure of interview questions asked during the final interview and extracted from Annexure
ind B1:

ction One: Demographic factors of respondents: Educational level, age, gender and

ars of experience.

a) Do you think the following factors: educational level, age, gender and years of experience
have an influence towards performance, growth and competitiveness of a micro-lending
company?

b) Do you think the following factors: educational level, age, gender and years of experience
have an influence on the adoption of a framework for enterprise risk management and

sustainability in micro-lending companies in Botswana?

ction two: Sources of risk that affect sustainability of micro-lending businesses.

a) What do you think are the sources of risk that affect organisational performance and require
the adoption of ERM framework that mitigates risk?

b) Tell me what you think are the challenges / constraints that are faced by a business that
may result in the closure of micro-lending entities?

¢) Inyour opinion, what do think are the marketing challenges / constraints that are faced by a
micro-lending company?

d) What is your perception towards an adoption of a framework for enterprise risk
management and sustainability in micro-lending companies in Botswana?

ction three: Lending company’s approach towards Enterprise Risk Management (ERM).

a) Which of the approaches are recognized in your enterprise in relation to ERM?

ction four: Characteristics of corporate governance and firm performance

a) Do you think your organisation uses profitability and liquidity ratios to measure and monitor
the business’s performance, growth and competitiveness?

b) Which critical success factors influence management of stakeholders in your organisation?

¢) What do you think are the leadership styles that exist in your organisation?

d) Do you think your organisation recognises the 14 principles of management of Henri
Fayol?

e) What do you think are the corporate governance cultures that exist in your organisatic  ’

fy) What is your recommendation on the factors that influence success of micro-lending

entities?
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The above sections one to four were answered by both participants (&1 )loyees and proprietors)
as there were similarities and commonalities within these questions. However, section five below

was ansv  ed by proprietors only because of their specific roles as business owners.

Section five: Characteristics of critical success factors for develc nent of micro-lending
company.

What is your perception towards critical success factors such as: entrepreneurial motives;
motivation; managerial innovation; taking opportunities; self-sufficie :y; business linkages;
initiative; problem solving; strategy; knowledge and understanding; responsibilities of a risk
manager and risk oversight in reli on to the development and sustair Hility of a micro-lending

company?

6.3 Qualitative data analysis

Yin (2011:20) submits that reviewing critically other researchers and scholars’ wo enhances
transparency, trustworthiness and credibility of the study under investigation. Therefore, the
researcher achieved validity through triangulation, checking participants’ inquiries, eliminating bias
and spending time in the field. The use of various research strategies | the researcher yielded
rich descriptions which reflected reality and truth about the phenomenon examined in this study
(Corden & Sainsbury, 2006:98). In a qualitative research the traditioni notions of validity and
reliability do not apply in this study and the alternative to this is the set of criteria to judge the rigor
of the study (Locke, 2000:59). Therefore, the most important aspects in a qualitative research
entail how to ensure trustworthiness, data integrity, accuracy and credibility of qualitative results.
The researcher satisfied the criteria of credibility, transferability, dependability and confirmability
through the guidelines shown in Chapter 4, Table 4.8 based on the wo s of Lincoln and Guba
(1985), cited in (Locke, 2000:59).

The following is a summary of the criteria (See chapter 4, Table 4.8) base on the works of Lincoln
and Guba (1985), cited (Locke, 2000:59):
= credibility: adoption of appropriate, well recognised research methods (this is where
findings are believable);
= transferability: provision of background data to establish context of study and detailed
description of phenomenon in question to allow comparisons to be made (degree to which
findings are transferable)
= data integrity and accuracy: this means that the data reflects reality thus replicability (ability
of a ther independent researcher to reach similar conclusions);
v dependability. employment of “overlapping methods” (ability of findings to be repeated if
inquiry is replicated under the same conditions) and

= con ability: triar ilationtc I fect of in ork
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In order for the researcher to make valid conclusions based on the participants’ findings, other
researchers’ results similar and dissimilar to this present study were consic ed. The use of other
independent  earcl s’ work assisted the researcher to achieve internal validity in this  iearch.
The present study used the participants’ exact language (words) to describe events as the context
of language was significant to this research. (Saunders et al., 2003:76; Yin, 2011:20) argue that
researchers should be methodical when conducting a research in order to allow for completeness,
cross-checking research procedures and data validation. Multiple perspectives were used in
strengthening the research results and making valid conclusions. The research utilised multiple
data sources during data collection as this helped to increase construct validity (Yin, 2011:20).
Finally, the issue of internal validity was addressed through rival explanation, pattern matching and
explanation building. Analytical generalisations were found suitable for generalising this qualitative
research on concepts and theoretical constructs to other similar situations (Myers, 2009:10; Yin,
2011:20). Meta-inference is the integration of quantitative and qualitative results (Venkatesh et al.,
2013:23). Meta-inferences allowed the comparison of quantitative and qualitative analysis to offer
rich insights into the research findings. Triangulation of quantitative and qualitative results was then
achieved from the rich insights about the phenomenon (ERM and sustainability framework)

decision making in micro-lending companies.

6.4 Inductive approach
This study used an inductive approach which involves the analysis of data and provides little or no
ore-determined theory, framework or structure (Creswell & Plano Clark, 2011:119). During the
analysis of the data the researcher attempted to make sense and interpreted the phenomena in
"elation to the meanings given by the participants (Northcutt & McCoy, 2004:43). According to
Jebreen (2012:170) the research used inductive approach for the following reasons:

¢ to summarise combined varied raw data into meaningful information

o to create a link between the objectives of the study and the results from raw data and to

make the links clearer through these links
¢ to use the text data for developing a theory, based on the experiences and processes

encountered through the participants

JQualitative research presents data in descriptive narrative with texts, words and attempts to
inderstand the meanings of a phenomena in natural settings (Creswell & Plano Clark, 2011:119).
lhis implies that the researcher studies things in their natural state and attempts to make sense
ind meaning through interpretation of phenomena (Denzin & Lincoln, 2005:45). According to
Jenzin and Lincoln (2005:45) qualitative research methods have taken different directions and
adopted content analysis, word counts and grounded theory. Furthermore, Guba and Lincoln
1988:82) postulated that inductive approach is used to develop a theory from data collected during
he study. In addition, the themes then emerge from explanations of the social phenomenon, which
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Code CEOO01 said:
“I have a problem with ladies and gentlemen who sometimes hold lower
level of qualifications and are also ageing. These people sometimes
sleep during working hours and | wonder why they are still coming to
work, instead [of] retiring. If they retire it would be good as they have time

to relax”.

Code FLOO1 said;
“I believe that age affect[s] performance because my uncle who was
working in another micro-lending company in Gaborone was asked to go
on early retire[ment] due to poor performance. | think gender also affect[s]
performance if a company is managed by senior lady where there [are]
many females there will be a lot of conflicts among them and at times
they fail to manage each other because of difference in personalities and

personal clashes”.

Code RMO1 said:
“I believe that all demographics factors affect performance because a
young employee these days perform[s] much better than the old age as
young people [are] computer wizards - understand technology, therefore

perform excellently.”

Code OMO01 said:
“I think different sex such as gender affects performance especially ladies
they sometimes perform badly if they are emotional charged. | have
experienced that women bring their emotions to the work-place and this

causes some of them to produce sub-standard piece of work.”

Code ACCO1 said:
“I recommend that age and experience is required for this nature of work,
because if people are exposed to cash and money at an early stage of
life, they tend to be involved in fraud. In my community the environment
tends to favour employing females as they have a belief that women may
[not] be vulnerat to stt ing [frai _ than their male counter-parts. |
recommend more ladies to be in this position without subjecting males to

discrimination”.
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¢ Commontl nes
The following were the common themes which the participants interpreted as follows:
Code HRMO1 said:
“In my opinion demographics factors influence adoption of ERM and
Sustainability framework especially educational level because it will be
easy to explain to an individual who is educated. Therefore, | support that
demographics factors influence positively or negatively the adoption of

ERM and Sustainability framework.”

Code ACCO1 said:
“In my view demographics factors such as age, gender, educational level
and years of experience affect performance. The employees with low
educational level may face challenges in understanding the ERM systems
and terminologies. It is perceived that young people may adapt easily to
ERM systems as they are good in understanding technology than elder

people. Therefore, it is important to diversify workforce.”

Code BMOO01 said:
“I think demographics factors such as age, gender, educational level and
years of experience affect both organisational performance and individual
performance. Therefore, it is imperative to consider these demographics

factors when making decisions.”

The rest of the participants agreed that demographics influence the adoption of ERM and
sustainability framework. Therefore, demographics factors should be considered when developing

a working ERM and sustainability framework during the implementation stage.

6.6.2 Sources of risk that affect sustainability of micro-lending business

The sources of risk that affect sustainability of micro-lending business were identified as follows:
credit risk, market risk, liquidity risk, interest risk, country risk, reputation risk, legal risk and
operational risk.

6.6.2.1 Sources of risk

o ( tl
The following v the common themes which the participants interpreted as follows:
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6.6.3.1 Factors that contributed to closure of micro-lending entities

e Common themes
The following were the common themes according to the participants:
Code OMO01 said:
“Based on my experience [as Operations Manager] the challenges we
encounter in the micro-lending sector are lack of capital for setting-up a

business and lack of trained staff [employees] in the sector.”

Code CEOO1 said:
“In my view the challenges that influence the closure of micro-lending
firms are that a sizeable number Chief Executive Officers [Proprietors]
lack on how to delegate to others and often make decisions which

negatively affect their businesses.”

Code RMO1 said:
“In my opinion the major marketing challenge that is faced by micro-
lending companies is the retention of customers, because of competition
[threat] from the banking sector and the informal sector (unregistered

micro-lenders).”

In summary the challenges which affected the performance, growth and competitiveness of micro -

lending companies were lack of access to finance, lack of trained personnel in the sector, poor

leadership and management style and poor customer relationship management. Therefore, it is

imperative to address these challenges in order to address issues related to business continuity.

6.6.3.2 Reasons for starting micro-lending company

The reasons for starting micro-lending company (unemployment, survival, poverty, income

generating to support extended family and independence) could influence the closure of

businesses in this sector (see Table 6.3). These reasons may be linked to solutions which address

socio-economic challenges hence most of the micro-lenders may not have any p:

entrepreneurs.

The following were the common themes which the participants submitted:

¢ Common themes

The following are some of the quotes:
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Code CEOO01 said:
‘I believe that the reasons for starting a business are as a  ult of
unempl ment and po ty and these also contributed to the closure of
micro-lending businesses as some of the owners, at initial stage may not
have any skills for starting up a business as they think of just making

money.”

Code BMOO01 said:
*I think the reasons for starting business are survival and independence
which influence the closure of business in the micro-lending sector
because proprietors may not have that interest to start up a business.

They are only using their business as a front to make cash.”

In summary the participants agreed that closure of micro-lending businesses could be related to
the reasons why proprietors started their businesses, which include: unemployment, survival,
poverty, income generating to support extended family and independence. Therefore, this may
imply that the majority of the proprietors were forced into entrepreneurship not by choice but due to

circumstances beyond their control (socio-economic challenges).

6.6.3.3 Lack of preference of sources of business (priorities)
The study showed that there is no preference as to the reasons why 2nts borrow money. In
some instances, the clients borrow money to spend on consumables that are not as important to

merit a cre tloan.

¢ Common themes
The following are some of the quotes:
Code FLOO1 said;
“In my view some clients [customers] borrow money to spend on luxury
items and they will ti 1 fail to pay their debts. Some clients [customers]
are defaulters from large commercial banks hence they will come to

borrow from us small businesses.”

Code CEOO01 said;
“In my opinion [the] majority of our clients borrow money for pay :nt of
their credit cards, personal loans to buy cars. However, few lients
[customers] borrow money for home improvement, student loan, business

2]

loan, and moi’



Therefore, it is important to rank clients who borrow money in order to avoid defaulters.
Furthermore, it is important to introduce collateral security against the credit loan as a way of

safeguarding against defaulting of payments.

6.6.3.4 Lack of ranking strategies (external control mechanisms)
The policy maker should have some strategy for ranking of micro-lending companies and then

allocate them capital adequacy ratio for monitoring purposes.

¢ Common themes
The following are some of the quotes:
Code CEOO01 said:
“I think It is important to differentiate micro-lending companies so that
they will not be treated the same. Therefore, the policy maker (NBFIRA)
should be in a position to rank the micro-lending sector according to size

and nature. This will assist when allocating funds.”

Code BMOO1 said:
“In my opinion ranking of micro-lenders [in relation to capital and size] by
the regulator [NBFIRA] will assist in the management and monitoring of

micro-lending businesses.”

The outcome from interviews suggested that micro-lending should be classified or categorised

according to size, capital, number of employees and number of years in operations.

5.6.4 Enterprise Risk Management (ERM)

ZRM process should be implemented in any business set-up including micro-lending businesses
as it enhances performance, growth, sustainability and assist in addressing problems related to
»usiness continuity. ERM is part of an organisational continuous improvement process, which is
>ften championed by Risk Managers (Chief Risk Officers).

3.6.4.1 Primary factors for enterprise risk management
>rimary factors for enterprise risk management include employee’s misconduct, processes,
systems and external factors (e.g. natural disasters, fraud and political pressures) (See Table 6.3).

'he following were some of the quotes on primary factors for enterprise risk management:

e Common themes

he foliowing are some of the quotes:
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This shows that it is important for micro-lending companies to increase awareness in relation to
employee exposure. Furthermore, promoting awareness on employee exposure in an enterprise

could enhance productivity and ultimately result in achieving intended organisational goals.

6.6.4.3 Process exposure

Micro-lending businesses may improve their performance and growth if they promote employee
process exposure within their entire organisation. In risk management it is perceived that
employees should be exposed to organisational processes as a strategy of fostering effectiveness
and efficiency of the entire organisation. Employees are the pillars of any business set-up hence
they contribute to the success of an organisation. Therefore, it is important to involve them in

understanding the organisation’s processes, since they are key stakeholders.

¢ Common themes
The following are some of the quotes:
Code FLOO01 said;
“I believe that employees should be exposed to organisational processes
because they interact with customers on a day to day basis. If employees
are exposed to processes, they will femployees] save customer’s time

since they become efficient.”

Code OMO1 said:
“In my view an understanding of the firm's processes may assist our
business to grow through attracting more customers. | support our

organisation to commit awareness for process exposure.”

Code ACCO1 said:
“As an Accountant | support process exposures as this reducefs] the
number of errors in procedures, processes and documentation.
Therefore, | encourage micro-lending companies to promote process

exposure.”

Code LOO1 said:
“| think as a Loans Officer; it is important to understand my firm ‘s
processes [procedures] in order to avoid default customers [bad debts] as
this affect the performance for our organisation. In my view all the
employees who deal directly with customers should undergo a training

related to processes, procedures and policies.”
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The results show that process exposures are vital to the survival of an organisation as the
understanding of procedures, processes and policies promote the entity’s reputation. It is believed
that good ocesses in micro-lending companies may result in improved performance whi.  could

ultimately attract more customers and improves customer retention.

6.6.4.4 System exposure

In risk management it is believed that organisational systems play a significant role to the success
of an enterprise hence the need to emphasize on the implementation of effective systems.
Therefore, is important for micro-lending companies to ensure that all staff members (employees)
understand system exposures (See Table 6.3) related to their firm in order to remain competitive in

this dynamic business environment.

o Common themes
The llowing are some of the quotes:
Code ACCO01 said:
“My role as an Accountant is to ensure that all the employees in my firm
understand and appreciate all the systems. | make sure that e is
proper awareness of system exposures in order for us to minimise risk
associated to poor procedures and system. | believe that risk related to

poor procedures and systems has a cost implication.”

Code RMO1 said:
“I believe that a two-way communication process will assist my firm in the
implementation of effective systems which help in achieving ERM
objectives. In my organisation we believe in knowledge sharing among
employees as a way of promoting employee morale because a happy

workforce will boost productivity.”

The results show that employees are the backbone of any successful sys n hence it is imperative
to involve employees during the implementation of ERM processes. erefore, micro-lending
should ensure that employees are exposed to organisational systems in order to achieve ERM

objectives.

6.6.4.5 External exposures
World-wide it is believed that organisations including micro-lending companies are subjected to
external exposures (See Table 6.3) hence the need {o increase the level of awareness. It is

in ¥ r n| wt
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organisational performance and the entire business model. An understanding of external

exposures by micro-lenders could assist in mitigating risk as it would be a threat to the business.

e Common themes
The following are some of the quotes:
Code CEOO01 said:
“I believe that my role as a CEQ is to understand external exposures and
assists the firm to reduce the degree of risk. In my view it is important to
understand the business environment changes in order fo remain

competitive in business.”

Code BMOO01 said:
“As a Board Member there is a need to bring information about the
external environment which may affect performance in my firm. | believe
that the information on external exposures assists in the implementation
of ERM system.”

Code OMO1 said:
“My role as Operational Manager is to ensure that my subordinates are
aware of external exposures. | think awareness to external exposures

assist our firm to understand competition [threats] to our business.”

Code LOO1 said:
“In my view as a Loans Officer | need to scan the external environment so
that | understand how our competitors [other micro-lending companies]
are charging [pricing] their clients. | perform this activity in order to ensure
that there is no over / under [charging] to clients. If we fail to understand

external business environment competition may push us out of business.”

The results show that external exposures are a threat to the performance of any enterprise hence
the need to understand changes in the external business environment. Therefore, micro-lenders
should understand threats which may affect performance. It is important for micro-lenders to
implement effective ERM systems which could assist in identifying external factors that affect

busit s model.

6.4.6 Elements of enterprise risk management
There are four elements of enterprise risk management which emerged from this study (See Table

6.3). These four elements are linked and connected to each other which implies that both should
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The results show that both the Accountant 1d Risk Mana¢ use appropriate methods for 1

identification hence micro-lenders could benefit if they use similar methods to identify sources of
risk. In addition, the results show that the positions of an Accountant and Risk Manager are
important in relation to risk identification. This implies that for micro-lenders to remain competitive
they need to recruit experts such as Accountants and Risk Managers and as well maintaining

these key positions.

6.6.4.8 Qualitative methods for measurement of ERM

Qualitative methods are the techniques used for measurement of ERM and this include the
historical data to forecast the likelihood of potential loss, self-risk assessment and risk maps /
process flows (See Table 6.3). The “Grid risk” of likelihood and impact can be used to measure
and rank qualitative values of High, Medium or Low based on the likelihood of event occurring and
the impact of the event to an enterprise. The outcomes as a result of risk measure and rank of
qualitative values of High, Medium or Low are then recorded in a risk register, this assists in
determining the acceptable risk or risk appetite of an enterprise. It is perceived that firms which
apply this method to measure ERM are likely to meet their set standards as this technique
enhance performance. The use of this technique requires experience and expertise and in most
cases the Accountants and Risk Managers often perform this task as they are trained as risk

professionals.

e Common themes

The following are some of the quotes:

Code ACCO01 said:
“I think it is important to use the Risk Grid as it assist to identify the
likelihood and impact of risk. The Risk Grid is a good tool as it enable
management to identify risk values as [High, Medium or Low]. Our
company uses a risk register to record the risk values obtained from the
Risk Grid.”

Code RMO01 said:
“Based on my experience as a Risk Champion, qualitative methods
require expertise and majority of companies [micro-lending companies]
avoid using these techniques. | have observed that failure to use
appropriate qualitative methods as a measurement of ERM may affect a

firm’s performance.”

The results show that it is imperative to use qualitative methods to identify the risk values as this

assist a firm in establishing its risk appetite (acceptable risk). In addition, the results have shown
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5.6.4.10 Control measures

Control measures are vital to survival of any enterprise hence the need to put in place effective and
afficient internal controls, policies, procedures, financial and risk reporting mechanisms. In risk
management, companies that fail o put in place effective control measures may be subjected to
corporate failure due to poor performance. It is therefore, recommended that micro-lenders should

aut in place effective control measures in order to avoid problems related to going concern.

e Common themes
The following are some of the quotes:
Code LOO01 said:
“I think effective controls measures depend on the top management
[senior management] as some overnde internal controls. | believe if top
management override [manipulate] internal controls as they use the
powers vested in their offices, it is a disaster for corporate failure as junior

staff may also do the same.”

>ode CEOO1 said:
“In my opinion a lot of companies are either successful [fail] because of
the CEQ's attitude towards internal control [control measures]. | have
noticed that a CEO who support control measures, succeed in his [her]
work and a CEO who does not support control measures will produce

results which are mediocre.”

"he results show that top management are the pillar for effective control measures hence they
1eed to embrace and support effective and efficient internal controls, policies, procedures, financial
ind risk reporting mechanisms. Therefore, top management in the micro-lending companies
ihould support and promote effective control measures in order to avoid corporate failure. In
iddition, top management in the micro-lending sector should lead with example as role models, so

hat junior staff could adopt and implement similar principles of best practices.

.6.4.11 Risk financing techniques

lisk financing techniques are the activities which provide a platform for reimbursement of losses
/hich occur and financing of other programmes that reduce uncertainty and risk or that enhance
ositive outcomes. ..i1e following are examples of risk financing techniques: risk transfers to third
arties (insurance companies), risk retention (funded) and risk retention (unfunded). It is imperative
> micro-lenders to integrate risk financing techniques into the strategic planning in order to remain

1 business (business continuity).
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Code CEOO01 said
“I have observed that it is important to get support and commitment from
top management in order to achieve strategies which align with ERM
initiatives. | have experienced that if top management fail to support
alignment of ERM to business strategies, the firm will not achieve its

goals.”

Code BMOO01 said:
“As a Board Member | should be seen to be motivated to drive the
agenda that supports alignment of ERM to business strategies. | know
firms which have closed operations because of poor mission statement,
vision, strategic objectives and failure to align ERM to strategic

objectives.”

The results have shown that, for ERM strategies to be successful, they need support and
commitment from senior management especially the board of Directors and Chief Executive
Officers. In addition, the Board of Directors should be able to align ERM to the strategic plans in
order to achieve intended organisational objectives. Finally, senior management in the micro-
lending businesses should be committed to align ERM to business strategies to remain competitive

in this turbulent business environment.

6.6.4.13 Profitability and liquidity ratios

Financial accounting is considered as historical financial information that is used to measure and
communicate the economic performance of an enterprise to all the organisational stakeholders. In
financial management, financial accounting is a tool that is used for reporting performance of an
enterprise against set standards and any deviations are subject to investigation. In addition,
organisational performance may be measured using accounting ratios (See Chapter 2, Table 2.15)
which are concepts derived from the following perspectives: financial management, financial
accounting and management accounting. In financial management it is perceived that successful
organisations measure performance using both profitability and liquidity ratios (See Chapter, 2
Table 2.15). Therefore, micro-lenders should use profitability and liquidity ratios in order to achieve
their intended business objectives, otherwise the sector could continue experiencing challenges

related to business closure.

¢ Common themes

The following are some of the quotes:
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of micro-lendii  companies in Botswana. In addition, companies that comply with the the codes of
good governance and principles of corporate governance (See Chapter 2, © »le 2.17), achieve the
following benefits: good and fair ethical culture, good performance, effective control and legitimacy.
It is therefore, recommended that micro-lending companies should incorporate King’s report and
best practices applicable to SMMEs in order to address issues rele | to business continuity and

business closure.

e Common themes

The following are some of the quotes:

Code BMO1 said:
“l support that senior management of [any] organisation should comply
with the principles of corporate governance [best practices] as their
company will earn credibility from all the stakeholders. | think, if top
management fail to respect codes of good governance, their company
may be subjected to reputational risk and eventually loss business to

competitors”

Code CEOO01 said
“I have experienced that organisations with best practices [good
governance] perform much better than those with poor corporate
governance. | would like to encourage micro-lenders to comply with good
principles of corporate governance in order to turnaround their

businesses.”

Based on the participants’ perceptions it is vital to comply with the principles of corporate
governance as this assist an entity to perform excellently, as well as gain good corporate image. It
is from this background that micro-lending companies should incorporate principles of corporate
governance to remain in business and avoid issues related to corporate fail, which is very high in

this sector.

6.6.4.15 Critical success factors for stakeholder management

In risk mana¢ nent it is believed stakeholder management is critical to the survival of an
enterprise. Stakeholder management is the balance between economic, social, legal environment
and ethics in the environment in which the business is operating from. In addition, top management
should understand that it is important to communicate with all the stakeholders connected to their
firms. Therefore, micro - lending companies should be able to analyse stakeholder attributes / traits

(See Table 6.3) in order to understand their behaviour and influence (interests and power).
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economic driven philosophy. The results from this study are more inclined towards the socio-
econt cdri 1 philosophy which incluc  unemployn 1t, survi* |, poverty, income generating to

support extended family and independence.

e Common themes
The following are some of the quotes:
Code CEOO01 said:
“| started this business as a way of creating employment after so many
years of being unemployed. | [often] make decisions single handed

because, success of this business is through my own effort and sv  it.”

Code BMO1 said:
“I had to venture into this business in order to generate [earn] income to
support my extended family. | had to borrow P20,000.00 which was
needed for setting-up a micro-lending business. | had to employ people to
run this business because of lack of knowledge about this business

[micro-lending business].”

The results show that many of the participants started their businesses for income generating
purposes. The challenge is that majority of the participants started business as a vehicle for
addressing socio-economic problems and it could be prudent to initiate training and development
interventions related to entrepreneurship development skills. Entrepreneurial development skills
may assist micro-lenders in changing their mindset in relation to business development and how to

make winning (positive) decisions.

6.6.5.2 Managerial innovation and initiative

It is believed that successful organisations use highly sophisticated technology and organise their
innovation efforts through generation of new ideas and research and development initiatives. In
addition, high performing enterprises partner with other companies both locally, regionaily and
internationally. Based from the themes which emerged in this qualitative study, majority of micro-

lenders are not investing in research and development.

o Common themes
The following are some of the quotes:
Code BMO1, said:
“in my company costs are very high and we do not spend money towards
research and development. | feel that research and development is for

large corporations and not for small businesses.”
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ro-lending companies could use the past mistakes to turnaround their businesses as part of 2
sons learnt from the invention of electric light bulb by Thomas Alva Edison. The history of the
stric light bulb was an opportunity which was discovered by Edison and was associated with a
(threat) as he experienced one thousand (1,000.00) mistakes during his invention. It was
seived that Edison made 1,000.00 unsuccessful attempts to invent the electric light bulb and the

wing is a conversation between Edison and the reporter:

stes for the invention of the electric light buib:
orter's question (quote):
“How did you feel to fail 1000 times?”

mas Edison replied (quote):
“I did not fail 1000 times [but] the light bulb was an invention with 1000
steps.”

bulb invention story discussed above reflects the characteristics of a risk taker, who does not
' up on opportunities quiet easily. Therefore, micro-lenders should learn from Edison’s invention

perseverance yield high dividends.

5.4 Self-sufficiency
ntrepreneurship space, self-sufficiency is encouraged as a strategy to determine whether the
ider(s) of the firm is able to supply own needs or make decisions without external assistance or
ribution. Based on the themes which emerged from this study, self-sufficiency include but not
ed to: quick scan of the environment, speed in decision making, rarely seek external advise
often depend on the suggestions from the extended family. In this 21st century it is important
yrganisations to be both inward-looking and forward-looking where the founder(s) should use
knowledge and share knowledge with external environment, also known as internal and
rnal benchmarking in business management arena. It is believed that failure to benchmark
'result into poor administration of enterprise as in the case of micro-lending businesses, where

jnificant number of micro-lenders closed their operations due to poor performance.

Common themes

following are some of the quotes:

de _ _ _ )1 said:
“In my organisation | rarely seek external advise because as a founder |
make all the decisions that affect [my] business. | think it is not necessary
to seek help from other people who did not put any pula in my business

venture. | rather fail to run the business on my own.”
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hence the idea for employing these practitioners on part-time basis should be highly considered in

the micro-lending sector.

6.6.5.6 Other risk oversight

In risk management it is important to conduct ERM meetings on a regular basis with all the
employees for the entire organisation. Based on the results from the study most of the micro-
lending companies do not have ERM systems in place hence ERM meetings are not common in
the sector. However, micro-lending companies are aware of ERM systems, which are viewed as
part of continuous improvement process. Therefore, it is imperative for micro-lending companies to
adopt an ERM framework as a strategy that could assist in addressing problems related to

ousiness continuity which is prevalent in this sector.

e Common themes
The following are some of the quotes:
Code BMO01, said:
“In my organisation | treat other risk oversight seriously [and] in future we

will consider ERM as part of [our] continuous improvement process.”

Code CEOO01 said:
“As a CEO of my organisation | support ERM systems. | think if we
introduce ERM systems in our firm, meetings will be held on regular
basis. | will encourage my team to keep a record of all risk types in a risk
register. | know that at the moment my subordinates are not maintaining

any risk register.”

The results show that participants are aware of other risk oversight and willing to adopt ERM
systems in their organisations. In addition, participants believed that ERM framework is part of a
sontinuous improvement process. Therefore, it is prudent to recommend an adoption of ERM
systems in the micro-lending companies as a strategy for addressing problems related to poor

»erformance in the sector.

3.6.6 Leadership styles and principles of management

3.6.6.1 Types of leadership

lhe partic ints were convinced that using both autocratic, bureaucratic and hierarchic type of
eadership is not sustainable and is likely to affect the enterprises’ going concern. These types of
eadership (autocratic, bureaucratic and hierarchic) have influenced low morale, high absenteeism,

ack of co-operation among team members and high labour turnover. The use of such types of
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de —_ _ )1 said:
“In my opinion organisations that apply + i ol's 14 principles of
management perform much better. | have discovered that in our sector
we do not regularly use [Henri Fayol's 14] principles of management. |
think the challenge is that the sector lack competencies on how to apply

these principles.”

yde BMO01, said:
“I have experienced that most firms in our sector often apply division of
work, authority and responsibility, unity of command and discipline for
Henri Fayol’'s management principles. | have seen that the use of these

principles of management [in our sector] is limited.”

ie results have shown that majority of micro-lending companies are not fully applying Henri
iyol's 14 principles of management. Therefore, micro-lending companies in Botswana are
couraged to apply Henri Fayol’'s 14 principles of management in order to remain in business and
the same time become competitive. In addition, micro-lending companies should be trained on
w to apply Henri Fayol's 14 principles of management as a strategy for enhancing knowledge,

lls and competencies for senior management in the sector.

3.7 Ensuring the success of micro-lending entities

ere are several strategies which ensure success of an enterprise including micro-lending
tities, if they are properly executed. Based on the themes emerged from this qualitative study,
itors that influence growth, performance and competitiveness of a micro-lending company are

own in Table 6.3.

3.7.1 Factors that influence growth, performance and competitiveness

Common themes

e following are some of the quotes:

.de BMO01, said:
“I believe that transformational leadership is the type of leadership which
infli v the iyl ¢ i . | think this type of leadership

npov s subordinates to make decisions anc  tI san time promote
high morale which translate into high productivity. | believe that, if there is

high productivity the organisation will meet its intended goals.”
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Code CEOO01 said:
“I'ti 1k a firm which uses a bottom-up approach perform much better than
a firm that adopts top-down approach. | have seen that decisii s are
[quickly] made at each level in a bottom-up approach as compared to a
top-down approach.”

The results show good observations as they all promote productivity and an environment where
decisions e quickly made. it is, therefore, prudent to recommend mi -lending companies to
adopt transformational leadership and bottom-up approach. In contrast, employees are having
low, morale, they perform badly which may result into losses or loss of Jsiness. When there is
poor performance or low productivity the company may be forced into liquidation as in the case of

micro-lending companies in Botswana.

6.7 Chapter summary

This chapter covered all the suggestions from the participants which could contribute in the
development of a framework for ERM and sustainability (See Chapter 7). e suggestions from the
literature review and participants support the survival of the micro-lending sector in Botswana. It is
therefore imperative that some of the suggestions are implemented inter lly by the micro-lending
business id some implemented by the policy makers. Finally, the sector should work hand in
hand with the policy makers such as NBFIRA and Botswana Unified Revenue Authority (BURS).
The micro-lending firms should ensure compliance in order to avoid unnecessary fines and
penaities imposed on them by these regulators. The next chapter focuses on the framework for
ERM and sustainability in micro-lending companies in Botswana based on the participants’

perceptions and opinions.
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CHAPTER 7: A FRAMEWORK FOR ENTERPRISE RISK MANAGEMENT AND
SUSTAINABILITY IN MICRO-LENDING COMPANIES IN BOTSWANA

7.1 Introduction

Fhe previous two chapters of this study presented the results and interpretation of quantitative and
jualitative methods. This chapter focuses on the framework for ERM and Sustainability which
;ould be appropriate for micro-lending companies in Botswana. The design of enterprise risk
nanagement and sustainability framework was informed by inputs from the results of the survey
ind from interviews which were carried out from proprietors, owners and employees working for
nicro-lending companies. Proprietors should spearhead implementation of these responses with
1elp from their employees. ERM and sustainability initiatives and proposed strategies should be
onsidered in  micro-lending companies as they may improve growth, performance,
sompetitiveness and sustainability in this sector in Botswana. Lessons learnt from micro-lending
;ompanies that are doing well, especially in Bangladesh (Grameen Bank) and from literature
eview, contributed to the development of the enterprise risk management and sustainability

ramework presented in this chapter.

".2 Related literature on ERM process and its integration to the ERM and Sustainability
ramework

yon and Popov (2016:46) developed a risk management model with specific steps taken when
nitigating risks. This model is used in many companies but requires some modification to suit the
ontext of micro-lending companies in Botswana. The framework for this study incorporated and
ecognized the contribution from both quantitative surveys and qualitative methods in order to
1ake it applicable in the context of micro-lending in Botswana. Furthermore, risk financing
achnique is a phenomenon and idea that was developed to address uncertainty events by Beasley
t al. (2015:220) and this was also incorporated in this working framework for enterprise risk
ranagement and sustainability developed for the context in Botswana. The risk financing
achnique will assist both micro-lending sector and the policy makers (NBFIRA) to predict current
nd future risk which is uncertain to identify the actual costs. The risk financing technique was also
eveloped due to unethical practices and uncertainty events which happened such as scandals,
orruption, catastrophic incidents on the environment (global warming), industry competition and

orporate failures.

1 ntt | : oundt n tl  micro- ding c le in SV have closed
usinesses due to corporate failure and this may have been precipitated by lack of effective ERM
nd sustainability systems. Furthermore, COSO (2013:1) views enterprise risk management as a
ontinuous process which calls for the constant monitoring of both positive and negative aspects
ithin enterprises. Most important is negative risk as it affects the enterprise’s performance, growth

nd competitiveness. Pojasek (2011:88) developed a risk register which is used to record and
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ould commit them: ves to Ipporting tl fo wii  in order to achieve lccess fec e
efficient ERM and sustainability: stakehol management, transformational leadership,

wrporate governance, effective processes, policies and procedures

3.2 ERM structure

iis framework for ERM and sustainability advocates for the separation of ERM structure where
sk Manager and team champion the implementation of ERM systems through the following: ERM
porting, risk register, control and monitor Capital Adequacy Ratio (CAR). The Capital Adequacy
atio (CAR) is authorized capital by the regulator (NBFIRA), which needs to be monitored on a
lily basis and any discrepancy or fluctuations of the closing balance should be reported. This is
onitored through cloud software connected as extranet between a micro-lending company and
e regulator, NBFIRA. This assists the micro-lending sector to achieve an effective cash fl

anagement system which averts the company’s exposure to risk in terms of business continuity.

» Whatis cloud software?
1e following are the quotes from Anderson and Rainie (2010:8) for the definition of cloud:
“A cloud is an elastic execution environment of resources involving multiple
stakeholders and providing a metered service at multiple granularities for a specified

level of quality (of service)”.

“To be more specific, a cloud is a platform or infrastructure that enables exaction of

code (services applications) in a managed and elastic fashion.”

oud is an online platform that allows execution of tasks in various forms across multiple
sources, related to manageability, elasticity and system platform independence (Anderson &
linie, 2010:8). Figure 7.2 demonstrates how cloud software operates and this is the same way it
adopted by NBFIRA, with the relation to linking to the micro-lending sector, based on the studies
Anderson and Rainie (2010:8).
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hosted. The PaaS has dedicated applications ti  control the behaviour of a ser  hosting
engine which replicates and executes user requests for e mple access rates. ierefore,
both NBFIRA and the micro-lending sector will be connected to the server using internet
and this is known as Cloud. The benefits of the cloud systems include: cost reduction, ease
of use and Return on Investment (ROI). The ROl is achieved in a more favourable manner
which implies that the benefits of using cloud outweighs the cost expenditure associated to

implementation of cloud.

» Cloud Software as a Service (SaaS): This is also known as the Service or Application
Cioud which offers recommendations to specific business functions and business
processes that are provided with cloud capabiiities. For example, Sage Pastel Accounting
and Quick Books provide applications / services using cloud infrastructure or platform
(application accounting software functionality is offered within a cloud). This implies that
micro-lending sector will then produce their accounts using real-time processing and can be
accessed by the regulator / policy maker (NBFIRA) through a dedicated server (cloud) at
anytime and anywhere in the world. Therefore, the features for cloud systems are elasticity,
which triggers reliability and virtualisation that would be enhanced through this platform. It
is, therefore, imperative to recommend NBFIRA to connect with the micro-lending sector in
order to promptly access information with each micro-lending firm so that those not
performing may be assisted immediately rather than wait for information which will be
outdated. This implies that any non-performing micro-lending firm will be flagged
immediately, and attention is then given through the daily Capital Adequacy Ratio (CAR) as
it wouid be below the prescribed threshold from the regulator. Finally, this will assist in
addressing the problems associated with sustainability, business continuity, growth and

poor performance, which are currently prevalent in the micro-lending sector.

3.3 Human resources management policies

1e Risk Manager, as a champion, will communicate with human resources management
-actitioners to implement effective human resources policies that support diversity in the
orkforce. Furthermore, effective policies could be developed to empower both genders to
ntinue learning and promote lifelong learning as part of the continuous professional
svelopment. In addition, human resources should maintain and upgrade robust recruitment and
slection policies which strategically position the business. Finally, the human resources
anagement should view the workforce as assets which are important for managing the rest of the

her intangible assets hence promoting human capital initiatives.
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7.3.4 Fine :ial reporting and financial management

The senior management and employees should believe that financial reporting and financial
management are the tools used for measuring performance within an enterprise. A failure in
producing financial statements, budgets, cashflow projections, management reports and
interp  ation of accounting ratios may result in bankruptcy and insolvency as in the case of micro-
lending companies in Botswi 2. Therefore, production of the financial statements should be
treated as part of senior management functions and failure to comply may result in heavy penalties
being imposed upon the entity and its senior officers. Therefore, the following should be part of the
ERM and sustainability continuous improvement process: interpretat 1 of accounting ratios,
financial accounting, financial management and mal  jement accounting. The financial staten its
should be embedded in the ERM and sustainability framework as part of e reporting mechanism
to NBFIRA.

7.3.5 Operations management

The mitigi on of risk should start from the operational level of the entire organisation during the
process and screening of clients. Furthermore, the Operations Ma 1ger and team should
champion the screening of clients in order to reduce the number of cli ts becoming defaulters.
Financial management and statistical tools should be implemented in the operational process for
monitoring the recruitment of clients. This could be a strategy which avo  clients turning into bad
debtors as they impact on the performance of the enterprise and at times reaten the entire firm to
close the business. Therefore, the team that offers loans should have Iidelines which prioritize
the reasons for borrowing from clients which include sources of business such as credit card,
mortgage, home improvement, business loan, car loan, student loan, personal loan, payday loan.
Furthermore, the loan officers should ascertain the collateral loan security in order to safeguard

any uncertainty of defaulting.

7.3.6Inte a )»n of ERM process
The Risk Manager should integrate the ERM process that includes the following: estab iing the
context, risk assessment, risk identification, risk analysis using both qualitative and quantitative

methods, risk evaluation and risk treatment. These elements would assist in mana¢ j and

7.3.7 Monitoring and review

A framework for ERM and sustainability advocates for continuous cons 1t monitoring and review
of ERM processes. This should be the responsibility of all the employees including the support and
commitment form senior management. This ERM system should be bol internally and externally

mon .
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.4 NBFIRA

framework for ERM and sustainability requires support from the policy makers such as NBFIRA
1 order to remain functional. Therefore, NBFIRA as regulator of micro-lending activities, should
ork closely with this sector and any deviations to compliance must attract heavy penalties and
1es. Furthermore, the businesses should be well-funded through initiatives from the policy makers
1 order to avoid the closing of business as evidenced in this study in the case of micro-lending

usinesses.

4.1 Ranking strategies of micro-lending companies (licensing)
is imperative to rank all the licensed micro-lending businesses in order to allocate each business

ith a Capital Adequacy Ratio and value to be maintained daily.

4.2 Daily control of Capital Adequacy Ratio (CAR)

Capital Adequacy Ratio (CAR) should be implemented in this sector. The CAR is authorized
apital ratio by the regulator (NBFIRA), which needs to be monitored on a daily basis and any
screpancy of the closing balance should be reported. This will be monitored through cloud
rftware connected as extranet between a micro-lending company and the regulator NBFIRA. A
stailed explanation and definitions of cloud software are in section 7.3.2 of this study. This is likely
assist the micro-lending sector to achieve an effective cash flow management system which

nits possibilities of exposure of the company to risk in terms of busii s continuity.

4.3 External audit (NBFIRA)

1e regulator should perform routine and random audits where the following should be produced
1 each micro-lending firm: risk reporting, training programmes, risk structure and ERM initiatives.
1e financial reports should be audited both by NBFIRA as well as external auditors from

stablished and reputable firms. This promotes credibility of the financial statements.

4.4 Sustainability, competitiveness, growth and performance (achieved in micro-lending
ympanies)

'omoting all the above suggestions implies that the problems of business continuity will be
Idressed. Therefore, a framework for ERM and sustainability promotes going concern,

impetitiveness, growth and performance of the micro-lending sector as whole.

5 Chapter summary

lis section covered concepts and practices related to business continuity which are currently
evalent in the micro-lending sector. However, if these suggestions are implemented, especially
e applications surrounding the funding (access to finance) and the implementation of Adequacy

apital Ratio (CAR) would improve the entire sector. Finally, an improvement in the micro-lending
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sector could influence the creation of new jobs and maintenance of irrent jobs hence this
facilitates the reduction of the level of poverty in the country. TI next chapter proffers

conclusions and recommendations directly derived from this study.



CHAPTER 8: KEY FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

8.1 Introduction

This final ¢/ 1  builds from the discussion 1d interpretation of tl results frc  the p rious
chapter. It draws conclusions which are directly related to the main research questions posed in
this study. In addition, the chapter discusses the contribution of this study on the role of enterprise
risk management in the development of micro-lenders for the future. This chapter draws
conclusions from empirical findings, the qualitative results, and identifies the major contributions
proffered to the body of knowledge through developing an integrated perspective of corporate
governance culture and leadership in micro-lending companies and providing an integrated
framework for enterprise risk management and sustainability, defining and delineating the role of
accounting, reporting and internal controls for micro-lending companies. In essence, the chapter
offers empirical validation of theoretical propositions, informing and providing guidelines to policy at
institutional level that promote growth, competitiveness, going concern, principles of management
and Generally Accepted Accounting Principles (GAAP) applicable to micro-lending companies. All
these contribute to improved standard of living, charting the contribution to future research,
limitations of the study, and offer recommendations for future work, specifically the implications for

future study.

8.2 Conclusions from empirical findings

Based on the findings drawn from descriptive statistics, it is concluded that ERM process in
Botswana is growing at a slow pace and overall risk management best practices are still at an
infant stage in developing countries. The study examined if sources of risk, internal controls and
compliance to legislation and corporate governance enhance going concern in the micro-lending
sector in Botswana. ..1e findings demonstrate that micro-lending firms fail to mitigate and manage
risks and are exposed to problems related to going concern, hence resuiting in bankruptcy and
liguidation. The study conciudes that Botswana is characterised by a high failure rate of micro-
lenders, whereby majority of firms close operations within two years from the date of inception. The
study concludes that there is a sharp decrease in numbers of micro-lending firms in Botswana
which are attributed to a lack of awareness in ERM systems and failure to understand the
interpretation of financial statements by shareholders / owners or managers in the NBFlIs. Against
this backdrop, this study investigated the determinants of _..M and their effects on going concern
and developed an integrated framework of ERM and sustainability for enhancing critical survival
and business continuity in the micro-lending sector in Botswana. ERM provides guidance on
nternal controls and minimises corporate failure, financial crises and fraudulent activities (Cohen et
al., 2014:1178). In addition, the findings for this study concur with those submitted by Arena et al.
'2010:661) which advocates for aligning control activities with policies and procedures in order to

anhance effective control measures that lead to reduction of operational costs. The study
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1e role of accountants and risk managers is critical to the survival of any enterprise as they are
/olved in the implen itation of effective internal )ntrols which fosters profi Hility and
ganisational growth. The study concluded that accountants and risk managers champion the risk
anagement process of an enterprise hence their positions are critical, and this is lacking in the
cro-lending sector in Botswana. In addition, the findings revealed that most of the employees
rking in the micro-lending sector are not well trained, and this could expose the entire sector to
jh risks, associated with challenges connected to business continuity. The study concludes that
*k of training in the micro-lending companies creates a huge gap which is characterised by poor

rformance that ultimately culminate in the liquidation of such entities.

ie findings revealed that females are predominant than male counterparts in the micro-lending
ctor in Botswana. This study concluded that more woman occupy senior positions such as CEOs
d Board Members in the micro-lending sector in Botswana. The studies by Ngo and Wahhaj
)12:6) suggest that policy makers promote women empowerment in the sectorial small
sinesses which provides a wider social benefit. This business concept is the brainchild of
tiatives voiced at the Beijing Conference “Beijing Declaration and Platform for Action 15"
ptember 1995”. The main outcome from the Beijing Conference was to promote entrepreneurial
als that enhance equality, development and peace for all the woman everywhere in the interests
all humanity. Therefore, the results from the Beijing Declaration (1995) established mechanisms
iere the voices of both females and males were to be treated the same within the cherished
radigm of equal rights or gender equality. Furthermore, apart from the Beijing conference, there
* many other theories that support female empowerment at both household and work-place
els. A bargaining theory is a good example of a theory that advocates for women as effective
gotiators as they could bargain on behalf of their households. The bargaining theory is privileges
» fact that women are powerful in bargaining and negotiating credit loans hence they can secure
idit loans. If women access credit loans which are extended to the spouse, then this accrues
nificant benefit to the household and the entire community. This study concludes that if male
Jnterparts are given more preference to credit loans, the proceeds may not benefit the entire
nmunity. The money received by males from loans may be deviated and used secretly, implying
it women act as responsible persons. In contrast, the bargaining theory views this concept
‘erently, as it conceptualises woman borrowers as heavily loaded with household duties and
ponsibilities making them tend to become defaulters. If women become defaulters, then the
1cept of being powerful negotiators could be diminished, resuiting in poor access to credit loans.
s study concludes that lending money to women exposes micro-lenders in Botswana to high

¢ since woman have many debts which they fail to systematically service.

2 findings revealed that youth dominate as proprietors and employees in the micro-lending

npanies in Botswana. The study concluded that micro-lenders employ young people between
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ons why tl e few employees managed to secure a part-time positions in the micro- 1ding
panies is because they possess scarce skills which may override restrictive employment
llations. The study concludes that the micro-lending sector discourages diversification which
d promote creative innovation d ultimately result in rich information sharing among the

loyees and good workmanship.

findings revealed that the highest qualifications for proprietors and employees in the micro-
ing sector are professional certificates & diplomas. The study concluded that micro-lenders
loy individuals with professional certificates and diplomas because they are easy to attract in
is of low salary packages offered. In addition, the study concluded that it is difficult for micro-
ers to attract prospective employees who hold postgraduate qualifications such as honours’
'ee, master’s degree and doctoral degree as they normally demand hefty salary packages. The
y found that prospective employees with postgraduate qualifications are mostly attracted to
¢ within the banking sector, medium to large businesses and large corporations. Furthermore,
study concluded that it is rare to find qualified employees with doctoral degrees working outside
ertiary and research sector (education and research industry). However, a small proportion of
loyees with doctoral degree qualifications are either occupying Chief Executive Officers (CEO)
tions, Board Member positions or they are the owners of the micro-lending businesses
orietors). The study found that in some instances, those with a doctoral degree get
loyment in the micro-lending sector for purposes of gaining experience and once they are
rienced it becomes much easier for them to penetrate the job market in large institutions.
efore, the study concludes that it is easy for micro-lending companies to attract youths to work
1eir firms because they are desperate, and without extensive experience. The findings in this
y are corroborated by those of a study by Hanushek and W 6Bmann (2006:66), which
tified that SMMEs sector employs maijority of youths due to the similar reasons alluded above.

results revealed that a majority of the participants are not involved in ERM adoption (97.8%)
:e the need for training and development of the entire sector. The findings of this study imply
there is little involvement in the adoption of ERM systems in micro-lending companies. The
lts imply that there is high risk in terms of mitigation of risk in micro-lending companies hence
need for an effective framework for ERM and Sustainability. . .amework for ERM and
ainability may assist micro-lending firms in implementing effective internal controis and
unting systems which could contribute in mitigating risk. The study found that effective ERM
xms, internal controls and financial reporting influence an organisation to prosper and continue
)erate into the foreseeable future and this evidence is supported through findings of a study
1 was conducted by Sheedy and Griffin (2017:2).
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urrent ratio; acid test ratio; inventory turnover; creditor payment period; debtor collection period;
rross profit margin and profit margin. The study found that in financial management, profitability
nd liquidity ratios are used to measure organisational performance and financial soundness of an
ntity. Practitioners and scholars such as (Florio & Leoni, 2017:57; Hoyt & Liebenberg, 2011:808;
swamy, 2011:41) concur that organisations that fail to apply accounting ratios such as profitability
atios and liquidity have challenges related to going concern. The study found that micro-lending
ompanies in Botswana are faced by going concern challenges, that is, year on year as reflected
fith empirical evidence from (NBFIRA, 2014:17). The findings revealed that challenges related to
censing requirements for micro-lending company particularly on the area of financial liquidity
thereby P20, 000.00 is used as the initial capital for start - up of a micro-lender. The study
oncluded that initial capital of P20, 000.00 appears to be a small amount to cater for working
apital. Therefore, the study concluded that a micro-lender should maintain a certain ratio similar to
1e model that is used in the banking sector referred to as Capital Adequacy (Basel IIl). According
> Grody and Hughes (2016:130) Capital Adequacy (Basel Ill) is a tool used for evaluation,
10nitoring and controlling of financial well-being of the financial services sector, particularly in a
anking sector. The Capital Adequacy is measured by the leverage ratio which measures the
juidity of the bank and this is an initiative that was introduced during the financial crackdown, the

eriod following the global financial crisis.

his study adopted a similar concept from the financial institutions as the characteristics of the
anking fraternity resonate well with the micro-lending sector. The study found that micro-lending
xmpanies depend heavily on financial reporting (financial statements) which are perceived to be
istorical and may not immediately assist in detecting or predicting the current and future financial
-ability of an enterprise. Therefore, it was concluded that it could be prudent for micro-lenders
dopting a framework for enterprise risk management and sustainability that comprises a Capital
dequacy Risk Ratio and link between NBFIRA, and micro-lending firms through technology (cloud
software - SaaS). In addition, NBFIRA could then flag micro-lenders which show red signals and
en these would be advised accordingly through financial advisors before it is too late for the

icro-lender to close operations.

3 Conclusions from qualitative results

1e following were the results drawn from the overall qualitative results. There were a number of
allenges which affected going concern in the micro-lending sector in Botswana. The following
e some of the key summaries for the challenges faced by the micro-lending sector in Botswana

ised on the qualitative results:

1e study concludes that micro-lenders did not understand how the application of stakeholder

yproaches or dimensions affect the ultimate growth of an enterprise. A failure to understand the
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concept « stakehi ler approaches or dimensions contributes to the closure of micro-lending
businesses in Botswana. In addition, failure by micro-lending companies to deal or treat
stakeholder interest or power resulted in  >utational risk which exposed this sector to going
concern problems. (CIMA, 2016:6; King, 2016:61) concur that : ikeholder conflicts are
reg sented three different dimensions as follows: The Sharehol. - Value Approach, The
Stakeholder Approach and The Stakeholder Inclusive Approach. The definitions for the three

approaches are explained as follows:

1) The Shareholder Value Approach: This is the view on corporate governance that the
directors should run the company with the objective of maximizing the wealth of its owners,
the equity shareholders (CIMA, 2016:6; King, 2016:61).

2) The Stakeholder Approach: This is the view on corporate governance that directors
shouid be permitted to run the company in a way that balances the interests of the equity
shareholders with those of other stakeholders, particularly the employees. This is also
known as the Pluralist approach (CIMA, 2016:6; King, 2016:61).

3) The Stakeholder Inclusive Approach: This is the view on corporate governance that the
directors should run the company in the interests of the equity shareholders, but taking into
consideration the interests of other stakeholder groups (CIMA, 2016:6; King, 2016:61).

The study finally concluded that it was imperative that senior management in the micro-lending
companies be able to distinguish between The Shareholder Value A, roach, The Stakeholder
Approach and The Stakeholder Inclusive Approach as this could assist in prioritizing the needs of
all stakeholders within their entities (Zech, 2013:683).

The study finally concluded that there are three approaches applicable to corporate governance as
far as practical real-life is concerned. From a financial management perspective, both the
shareholder value approach and tl  stakeholder approach are not favourable as they do not
promote the interests of all the stakeholders. Therefore, the stakeholder-inclusive approach, ¢
known as the pluri st concept, is generally :cep | from a financial 1anagement perspective
because it promotes the interests of ¢ stakeholders. In addition, the study found that there is a
debate that consideration of interests of all the stakeholders could redi 2 returns / dividends for
shareholders or shareowners. The study found that it is from this background that senior
management for micro-lending companies a in the dilemma of satisfying and balancing

conflicting and competing interests between different stakeholders (Zech, 2013:683).
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he study concluded that senior management for micro-lending companies in Botswana are
3sponsible and accountable to shareholders or investors hence the need to fulfil the goals for
chieving high share price and high-income returns. In a financial management perspective, it is
erceived that when there is a higher risk there are higher returns and if there is a lower risk then
ere is a lower return (Correia et al., 2015:31). The study found that it was imperative for micro-
:nders to understand the application of a power / interest matrix which was developed by
lendelow in 1991 (cited in (CIMA, 2016:51). The Mendelow power / interest matrix (1991) is

nown on Figure 8.1.

p Minimal Effort Keep Informed
o
w
¢
r
Keep Satisfied Key Players
High

Low Lovel of interest High

igure 8.1: Mendelow Stakeholder Mapping: Power / interest matrix

ource: Adapted from CIMA, 2016:51

1e following is a brief discussion on the Mendelow Stakeholder Mapping: Power / interest matrix:
- Minimal power: These stakeholders lack interest and power hence they are open to
influence. The stakeholders in this quadrant are more likely than others to accept what they
are told and follow instructions (CIMA, 2016:51). The study concluded that the quadrant

represents employees working in the micro-lending firms.

- Keep informed: The stakeholders in this quadrant are interested in the enterprise’'s
strategy but lack the power to initiate anything. Therefore, management needs to convince
opponents to the strategy that the plans have been justified because they would try to gain
power by joining hands with parties with high power but low interest (CIMA, 2016:51).

- Keep satisfied: The main task for the stakeholders in this quadrant is to keep them
satisfied in order to avoid them gaining interest to move to the key players’ quadrant. This
may involve reassuring these stakeholders of what is expected from the outcomes of the
strategy well in advance (CIMA, 2016:52).
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that proponents of Henry Fayol's management theory such i (Heames et al., 2010:490; = >bbins
& Barnwell, 2006:13; Wren, 2001:476) believe that firms which integrate organisational goals with
the 14 principles of Henry Fayol tend to achieve set goals and therefore it is important to motivate
micro-lenders to apply these 14 principles.

The study found that micro-lenders fail to use accounting ratios and there is less application of
budgetary control. In addition, it was found that a majority of the micro-lending businesses do not
apply all the useful and relevant accounting ratios which are applicable to their business
environment. The study concluded that minority of the micro-lenders are of the view that
application of budgetary control might enhance business operations. Finally, the study concluded
that it is important to encourage micro-lending businesses to use accounting ratios and apply

budgetary control (budgets) in order to monitor organisational performance.

The study found that there is lack of training and development (lifelong learning) in the micro-
lending sector in Botswana. In addition, the study established that most of the micro-lenders fail to
understand the processes and policies which are related to this sector and hence this resulted in
employees doing what they call “cutting corners”. The study concluded that the consequences of
“cutting corners” result in huge debt balances (large amounts of defaulters) to an extent of failing to
collect amounts being owed which are then classified as irrecoverable. it was concluded that
training and development and human resources management policies are key to success in this

sector as they reinforce positive performance of an enterprise.

The study found that the is poor communication coupled with the rigid ¢ lership styles such as
transactional, autocratic, bureaucratic, and hierarchical and top-down approach identified in the
micro-lending sector which promote a one-way communication process. The study concluded that
micro-lending sector is encouraged to promote a two-way communication, which results in
increased staff morale and high productivity. The study concluded that for a two-way
communication process to be achieved in the micro-lending sector, a three-stage model of change
management developed by Lewin (1947:199) cited in CIMA (2016:516) could be adopted in the
sector (See Figure 8.2).
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New behaviour, e.g. new transformational leadership

Refreeze

| P

Change behaviour / attitudes

] 4
Unfreeze

P

Existing behaviour, e.g. initial level
relating to rigid leadership styles

Figure 8.2: Lewin’s three - stage model

Source: Adapted from Lewin, (1947: 199), cited in CIMA (2016:516)

Unfreezing: At this stage managers in the micro-lending sector need to initiate change behaviour
from the rigid leadership. They need to accept that they overrun internal control systems, and this
could culminate into fraud by employees, suppliers and customers. This stage creates a platform
for motivation to change by convincing the affected members of the un sirability of the present
situation and its consequences. According to (Lewin, 1947:199), cited in CIMA (2016:516) the
following are the ways used to destabilize the present unwanted behaviour:
¢ |dentifying and exploiting existing areas of bad behaviour ich result in low morale
and low productivity.
e Creating or introducing new internal controls and restrict rules which require
segregation of duties within an enterprise.
e Increasing management knowledge about leai ‘ship styles, principles of best

practices and the need for change.

Change: The change process at this stage is mainly concerned with identifying what the new
behaviour or norm should be, and this involves the following:

+ Establishing new patterns of behaviour

¢ Setting up new reporting relationships

¢ Creating new reward / incentive scl lules

¢ Intr ingar vsty of management
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‘efreezing: This stage is about refreezing or stabi ng the chan¢ that involves el iring that
2nior management do not slip back into old ways. This stage involves reinforcement of the new
attern of work by:

o Larger rewards will flow to the mangers who managed the change.

e Publicity of success stories and new heroes through word of mouth may assist in

expanding and growing the enterprise.

he study found that there is no Capital Adequacy Ratio (CAR), which could be used as a control
ieasure in the micro-lending sector. The study concluded that majority of the micro-lenders
ivocate for an adoption of CAR which could be used to identify symptoms of going concern
‘oblems. The study concluded that CAR could flag non-performing ratios on daily basis and
yrective action is promptly taken without waiting for the audits or publications of the financial

atements which are historical in nature.

1e study found that risk registers (See Annexure F) are not used in the micro-lending sector as a
rm of recording sources of risk. A risk register is used to record all the risk that affects a business
relation to their rankings such as high risk, moderate risk and low risk. In addition, the study
und that this activity of recording in a risk register could assist micro-lending companies in
icertaining their risks appetite. The study concluded that it is important for micro-lending
1Isinesses to keep and maintain risk registers because every company should be able to manage
id mitigate risk in order to remain in business. The following section focuses on the major

ntributions to the body of knowledge based on the findings and results from this study.

4 Major contributions to the body of knowledge from this study

4.1 Developing an integrated perspective of corporate governance culture and leadership
micro-lending companies

is study provides an integrated perspective of sound corporate governance culture and
idership. The study found that sound corporate governance fosters competitiveness, going
ncern and growth in micro-lending companies. in addition, the study found that good corporate
vernance culture and leadership in micro-lending companies are necessary because they
ymote organisational development. The study concluded that the existing model for the law of
ent and principle has son limitations in « il business operations as financial decisions are
ide by the owner, irrespective of how good or bad they are (Swamy, 2011:39). Furthermore, the
isting corporate governance (for example the principles of King Report IV) focus more on large
rporations and those listed on the stock exchange (Swamy, 2011:40). Therefore, the developed
mework could assist in separating the proprietor from the business hence embraces sound

vernance culture that promotes the ‘law of persona’ (See the case for Salomon vs Salomon &
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\BFIRA. This assists the micro-lending sector to achie 1 ef tive cash flow management

system which avoids the ¢t )any getting subjected to risk in terms of going concern.

}.4.3 Defining and delineating the role of accounting, reporting and internal controls for
nicro-lending companies

"he integrated ERM framework promotes proper presentation of financial accounting, reporting
ind internal controls in order to restore going concern in the micro-lending companies. The
ramework makes provision whereby the roles of accountant, risk manager, board member and the
whners are separated. The separation of roles couid assist in removing the philosophy of
lominance by one individual who controls all the financial affairs of an enterprise and make
legative decisions which may ultimately affect performance, competitiveness, growth and going
ooncern of a micro-lending company. The framework, therefore, focuses on training and
levelopment in relation to proper implementation of systems and internal controls which advocates

or segregation of duties.

1.4.4 Providing empirical validation of theoretical propositions

1 this study, a functionalist paradigm was adopted in the first phase of this study where
luestionnaires were used to gather evidence from the respondents (company owners / senior
ranagement and employees working in this sector). The findings are objective as they relied
eavily on statistical tools. Furthermore, this study was again placed under the interpretive
-aradigm in the second phase of the investigation in order to inquire from the respondents about
e reality and the truth on enterprise risk management awareness. The respondents under the
iterpretive paradigm were closer to the phenomenon hence the need to inquire about their
erceptions and feelings towards the subject matter. Morgan (1980:495) advocates that choosing a
aradigm leads ultimately to the methodology used in the study. This study falls within the broad
rea of accounting, auditing and governance hence the findings provided empirical evidence that
fluences enterprise risk management in the micro-lending businesses. This study could help
ccountants, auditors, academics, practitioners and policy makers including NBFIRA to understand
e relationship between the aforementioned principles and concepts that have limitations in the

terature.

4.5 Informing and providing guidelines to policy at institutional level that promotes
rowth, competitiveness and going concern

his study informs policy at institutional level in  ms of formulation of guidelines, procedur
olicy, review, adoption of monitoring and evaluation strategies for the effective enterprise risk
1anagement systems that promote going concern and enhance economic development. There are
nallenges attributable to risk management the world over with regard to financial reporting and
oing concern (see Enron, Barring Banks and World Com). The following regulations and codes

ere made as an effort in addressing these challenges (King Report IV, Sarbanes Act, Basel |, Il
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‘prise risk management in micro-lending companies and provide basis for future research.
‘e research area as a contribution from this study could be an investigation on the impact of

| software on the performance of micro-lending companies.

imitations of the study

iy study there are always some limitations that affect the research process. Therefore, there
imitations which were experienced from the beginning and throughout the study such as
vs:

» There were challenges in obtaining up-to-date literature in relation to micro-lending
sector and enterprise risk management in the context of Botswana.

» The available literature in the context of Botswana is more inclined towards SMMEs in
the agriculture sector, mining sector, construction sector and manufacturing sector rather
than in the micro-lending sector.

» In some instances, majority of the proprietors and employees in the micro-lending
businesses did not know much about ERM systems.

» The survey (a questionnaire approach) was costly due to distance and substantial
amounts directed towards travel costs and accommodation were paid during collection of
data.

» The study was also based on the perceptions, beliefs and opinions of the participants
which may be subjective and restricted in terms of the possibilities of generalization of
the results.

~ In some instances, there were clashes between interview appointments with both the
proprietors and employees to be interviewed and this implies missing of scheduled
interviews.

» At times the appointments with both proprietors and employees were not fruitful as the
concerned participants were occupied and engaged in other activities hence scheduled
appointments for interviews were cancelled and replaced with new appointments.

» In some instances, participants did not know the role of the policy makers including
NBFIRA as regulator, and hence the sector failed to comply with the requirements and

as a result their operations were closed.

ecommendations for future work

ype of research which is complex and requires scholars and practitioners to be well prepared,
it, wi 1l tribu of | we d1 o for _rod in  per al skills lead to
ssfully executing the entire research process. The reason is that the study deals with
ive areas wl e the challenges and constraints affecting business performance and going
rn were discussed and may have resulted in resistance by participants if not handled in a

ssional manner. Furthermore, entrepreneurship is a hot topic which affects the society at
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problems associated with closure of business operations, which is so prevalent in this
sector.

» The proprietors in the micro-lending sector should incorporate the 14 principles of Henry
Fayol into sectorial policy in order to achieve their realized visions and dreams.

» The micro-lending sector shouid apply the power / interest matrix for Mendelow in order to
manage and enhance stakeholder management.

» The micro-lending sector should not continue charging compound interests on loan book
balances as this may increase the level of defaulters, which ultimately worsens the situation
of irrecoverable bad debts.

» The P20, 000.00 initial capital required during registration of a micro-lending company,

should be increased as it is inadequate and not sufficient to serve as working capital.

mplications for future study
ad on the investigation conducted on the micro-lending businesses in Botswana there is a
i to focus on the following areas in order to achieve the country’s objectives of reducing

ity through employment creation in Botswana.

yermore, future research could focus on the impact of government initiatives which support the
th of micro-lending businesses in Botswana. Several proprietors in the micro-lending sector
not have good teadership skills and this affects performance of an enterprise hence the need
cus on a topic that deals with the impact of adoption of venture capitalists as this may result in

>-lending company leadership acquiring skills from the venture capital leadership.

her area of research could on the collaboration between two or more micro-lending entities
h may result in sharing of new ideas and uitimately grow the business to another level. Finally,
wer research area may be on comparative performance for micro-lending companies in two
‘ent countries for example Botswana and South Africa. The study may help in leveraging the
yusinesses as the two countries share experiences obtained from the same sector hence may

t business owners build their businesses in their own space of operations.

-hapter summary

chapter presented the summary of the key findings and results from Chapter 5 to 7, and as
as addressing the research problem, research questions and resea 1 = | Tl
irch questions were answered, and the study clarified the challenges / constraints that affect
rmance, growth, competitiveness and going concern in the micro-lending sector. In the light of
forementioned, it was evidenced that successful businesses use effective ERM systems and
e there is a need to adopt this integrated framework for ERM and Sustainability in the micro-

1g companies in Botswana. Therefore, a framework for ERM and Sustainability that was
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developed in this study is a major contributing factor to the success of existing and future micro-
lending companies in Botswana. The ERM and Sustainability framework could act as a guide for
both policy makers and proprietors in this sector. Fini y, the application of this framework could
work successful if the policy makers (NI IRA), collaborate with proprietors / owners in this sector,

and safeguard the survival of this nature of business.
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c¢) In your opinion what do think a the marketing challeng: / constraints that are faced with
cro-lending ci wy?
d Vv your per. >tion towards an adoption of a framework for terprise risk

management and sustainability in micro-lending companies in Botswana?

Section three: Lending company’s approach towards Enterprise Risk Management (ERM).

a) Which of i approaches are recognized in your enterprise in relation to ERM?

Section four: Characteristics of corporate governance and firm performance

a) Do you think your organisation uses profitability and liquidity ratios to measure and monitor
the business’s performance, growth and competitiveness?

b) Which critical success factors influence management of stakeholders in your organisation?
¢) What do you think are the leadership styles that exist in your organisation?
d) Do you think your organisation recognise the 14 principles of management of Henri Fayol?
e) What do you think are the corporate governance cultures that exist in your organisation?
f) What is your recommendation of the factors that influence success of micro-lending

entities?

Section five: Characteristics of critical success factors for development of micro-lending
company.

What is your perception towards critical success factors such as: entrepreneurial motives;
motivation; managerial innovation; taking opportunities; self - sufficiency; business linkages;
nitiative; problem solving; strategy; knowledge and understanding; responsibilities of a risk
manager and risk oversight in relation to the development and sustainability of a micro-lending
company?
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¢) In your opinion what do think are the marketing ¢l lenges / constraints that are fact  with
micro-lending company?
d) What is your perception towards an adoption of a framework for enterprise risk

management and sustainability in micro-lending companies in Botswana?

section three: Lending company’s approach towards Enterprise Risk Management (ERM).

a) Which of the approaches are recognized in your enterprise in relation to ERM?

iection four: Characteristics of corporate governance and firm performance

a) Do you think your organisation uses profitability and liquidity ratios to measure and monitor
the business's performance, growth and competitiveness?

b) Which critical success factors influence management of stakeholders in your organisation?

¢) What do you think are the leadership styles that exist in your organisation?

d) Do you think your organisation recognise the 14 principles of management of Henri Fayol?

e) What do you think are the corporate governance cuitures that exist in your organisation?

f) What is your recommendation of the factors that influence success of micro-lending
entities?
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