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Abstract  

 
This literature review study was to explore information from multiple authors and studies on Determining Sustainable Strategies 
for Directors of Microfinance Banks in Nigeria in other to indoctrinate management best practices in Microfinance banks. The 
lack of these management best practices highlighted the uncertainty in the microfinance sector, and the adverse effect. The 
significance of this study, which is to determine strategic management best practices for directors of microfinance banks in 
Nigeria could prevent further collapse of the sector. Strategic management best practices could encourage microfinance banks 
developmental goals to bridge the gap between the poor and the rich by providing funding for the working poor and creating an 
avenue for financial inclusion of the unbanked in Nigeria.  
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Three regular theories proffer a framework for this literature study that includes the concepts of microfinance banking, 
sustainability value, and strategic management theory. These theories and concepts form the basis for the study’s subject 
that relates to sustainable strategies for managing microfinance banks. The principles provided by the proponents of 
these three typical theoretical frameworks enable the study of the subject determining sustainable strategies for MFB 
directors in Nigeria. The combined context of the concepts, as shown in Figure 1, highlights the requirement of a 
microfinance director in achieving sustainability.  
 

 
 
Figure 1. Conceptual framework of the study.  
 
This research review achievement had stemmed from the review of banking record documents, and evaluation of 
available materials to determine a successful approach to addressing the business concerns of Nigerian MFB institutions. 
The exploration of multifaceted studies revealed information with a specific interest in strategic management best 
practices (Abraham & Balogun, 2012; Bracker, 1980; Conley & Williams, 2011; Constantinescu, Caescu, & Ploesteanu, 
2012; Idolor & Eriki, 2012; Johnson & Arnold, 2012; Marr, 2012; Karlan & Zinman, 2010; Quinn & Strategy, 2013; 
Wellstein & Kieser, 2011). These articles fashion the structure of this study by revealing understandings of the study’s 
principal themes, identified as microfinance banking, sustainability value, and strategic management required to inculcate 
management best practices in Microfinance banks.  
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Figure 2. Organization of the literature review by conceptual framework  
 
1. Microfinance Banking  
 
Microfinance banking is an instituted concept for the working poor to access funds without collateral. This concept 
became a global phenomenon that began in Africa, in the 18th century, as evolving credit to the working poor and a non-
governmental scheme to deal with the poor who experience denied admittance to conventional banking (Esty, 2011). The 
idea of the microfinance bank promoted by Muhammad Yunus of Grameen Bank began in Bangladesh in 1976 as 
financial inclusion of the working poor (Dixit & Ghosh, 2013; Yunus, 2003).  
 
1.1 Historical Factors of Microfinance Banks  
 
The central bank of Nigeria regulates the banking industry in the country. The banking industry makes up different sectors 
including commercial banks, development finance institutions, and other finance institution comprised of microfinance 
banks, finance institutions, bureau de change, discount houses, and primary mortgage institutions (Central Bank of 
Nigeria, 2011). The use of money for trading had grown through the West African region, but banking started in 1892 with 
the establishment of the African Banking Corporation in Lagos Nigeria during the monetization of the Nigerian economy 
from barter trade (Akpala & Olawuyi, 2013). Despite this development of a strong finance sector, the accessibility to funds 
by the low-income earners was a problem (Idolor & Eriki, 2012). This accessibility problem happened because the 
financial sector is more concerned with the multinational companies and powerful trading firms than the small and 
medium enterprises, which contributes to 75% of the labor force of the Nigerian economy (Fishman, 2012).  

The concept of microfinance existed before the period of the monetization (Tavanti, 2013). Microfinance lending 
had different names given in the local language of the people of Nigeria such as Ayo (Yoruba), Akawo (Igbo), and 
Adashe (Hausa) meaning savings and credit, mainly administered by non-governmental organizations (Ikechukwu, 2012). 
These methods of microfinance lending changed into more formalized and properly regulated institutions, going through 
different phases of the name change comprising people’s bank, community bank, and now microfinance bank. The 
institution of MFB was in 2005, recognized by the Nigerian government as a developmental tool to address the disparity 
in finance administration in the country (Ikechukwu, 2012). The responsibilities of the MFB was to render services to the 
working poor, in a dual capacity of social mission and financial inclusion, by giving the working poor access to funds 
(Central Bank of Nigeria, 2011). The attempt to accomplish these dual missions encountered problems in the process 
because of the lack of sustainable strategies to manage the banking operations (Abraham & Balogun, 2012).  
 
1.2 Uncertainty in Microfinance Banking 
 
Uncertainty besieges microfinance banks in Nigeria because of the directors’ inability to control the bank activities and put 
the customers in the proper banking ethics perspective. The relationship between the customers and the bank became 
fragile because MFB administration of microloans turned out to be too expensive and the earnings insufficient for the 
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institutions to achieve profitability. The uncertainty gets worse as inadequacies in management leads to default in 
repayment of loans that in turn leads to delinquency, high cost of transactions, and paucities in operations (Kanayo, 
Jumare, & Nancy, 2013). This default in loan repayment created a gradual reduction of shareholders’ funds, resulting in 
the closure of the bank offices (Hendrickson & Nichols, 2011). 

Inadequacies in management as evidenced by MFB operations in Nigeria are because of the industry’s uncertainty 
and failure, defeating the essence of the establishments (Florin & Carmen, 2013). The microfinance bank sector in 
Nigeria began with high hopes of eradicating poverty, but the misconception as to government support of this sector 
resulted in problems. The collapse of the sector started with government non-remittance of funds, inadequate funding by 
the directors and insufficient management expertise to administer available funds (Abraham & Balogun, 2012). This 
inadequate management expertise makes operating in the microfinance banks sector difficult and leads to uncertainties. 
Goel and Hasan (2011) traced the problem of uncertainty to large outstanding debts by the bank’s clientele and stressed 
that MFB’s had not mastered the art of monitoring loan facilities advanced to clients.  

Supporting this notion, Epstein and Yuthas (2010) attributed large outstanding debt to a culture of non-re-payment. 
Bhuiyan, Siwar, Ismail, and Talib (2011) argued that the non-repayment was because of inadequate funds in the sector, 
which caused the release of insufficient funds to the clients. This inadequate funding occurs because of the smallness of 
the minimum capital for a unit microfinance bank, which is only N20, 000,000 ($125,000 USD) as authorized by the 
regulatory body CBN (Central Bank of Nigeria, 2011). Assuncao (2013) agreed that the government lacked sufficient 
financial service distribution network in its policy guidelines to accommodate the MFB inadequacies in funds 
disbursement. Weill (2011) insisted that the uncertainty in the MFB sector relate to corruption among the management, 
who channeled funds to clients for personal gains.  

Domazet et al. (2011) agreed with Goel and Hasan (2011) in asserting that the uncertainty in the microfinance 
banks, in Nigeria, was because of deficiencies in the managerial capacity of the directors. These deficiencies made the 
challenge of business uncertainty in the MFB an issue for serious attention. The consequences of these inadequacies in 
the director’s skill will deprive the growth of microenterprises, education, feeding, and intensify shortage in poor 
household, which will increase the rate of poverty in Nigeria (Ault & Spicer, 2013).  
 
1.3 Microfinance Banking Business Model 
 
The microfinance banking institution has a banking model that cuts across most nations to serve the working poor. The 
microfinancing model as popularised by Mohammad Yunus of Grameen Bank in Bangladesh was an adopted model by 
directors of microfinance banks based on the uniqueness of the environment. The banking model principally stated the 
modalities for micro lending to the working poor to achieve maximum co-operation and to make repayment easy for the 
continuation of the lending process (Galariotis, Villa, & Yusupov, 2011). These micro lending services supported families 
who originate the small (micro) businesses. These micro businesses provide the essential basis of income, enterprise 
growth, and employment in the nation, because of the scarcity of salary paid jobs (Dorado, 2013).  
 
1.3.1 Village banking business model 
 
The village banking is a community based micro-credit lending scheme instituted by non-governmental organizations to 
support the working poor and low-income earners. These non-governmental organizations assist village self-help groups 
by giving credit services and encouraging members to save. These group members are usually the working poor seeking 
sole proprietorship ventures to sustain the family unit (Bahng, 2013).  

The group members function as a bank by managing the affairs of the group, nominating officials, establishing the 
internal guiding rules, lending to group members, and repaying the loan as stipulated in the guidelines (Jamshidi-Navid & 
Arad, 2010). The support for the loans specifies moral uprightness among members instead of collateral. The money for 
lending originates from member contributions and savings (Taylor, 2011). Fishman (2012) recognized this type of village 
model microfinancing as practised mainly by women because microfinance banks advance money to women (as 
opposed to men) for financial and social obligation of the household. Agier (2013) explained the rationale as a 
microfinance bank strategy to give small loans since that fills the need women have whereas men seek larger amounts of 
capital.  
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1.3.2 Grameen bank business model 
 
The Grameen banking model works with group pressure for repayment of granted loan facilities. The bank lends 
microcredits to small group members as a group guarantee support for the loan instead of tangible collateral. 
Repayments are made weekly, and group members ensure repayments to retain continuity of the lending process, and 
this model assessed as effective (Esty, 2011). Korth, Stewart, Rooyen, and De Wet (2012) determined the Grameen 
microfinance model as harmful and ineffective in the growth of group members as micro entrepreneurs because the high 
and fast repayment rate provided no opportunity for consolidation of borrowed funds. 

 
1.3.3 Rotating savings and credit association (ROSCAs) model 
 
The rotating savings and credit association, also known as a self-help group, is a group whose activities entail the 
contribution of money, by members, to a single member for a period (Lerpold, 2012). The process of money lending 
rotates among members, and the goal is to help members invest the money in a project of choice to support the families. 
Typically, the members of these groups consist of friends and neighbours from the same community with common goals. 
Fishman (2012) stipulated that the group gatherings enhanced social relationships and productivity, especially among 
women. 
 
1.3.4 Mobile banking model 
 
The mobile money model is a new concept practiced by some microfinance banks that entails the use of innovative 
technology to lend to low-income earners (Livingston, Glassman, & Wright, 2011). The objectives were to assist poor 
working households and to enhance livelihood while protecting the investment of the lending institutions. The procedure 
of mobile banking specifies the opening of accounts in the market environment of the bank, with specified staff equipped 
to interview the customers to get to “know your customer” by investigating the person and the persons activities. The 
process allows customers to acquire an electronic and an ATM card after registration with the bank, both of which provide 
quick service delivery. 

The customer’s account approval by the bank will activate the account and the card to allow the customer 
withdrawals. Das (2013) stated that these mobile banking methods show cost effectiveness, which enables the use of 
transaction histories and make repayment easy with savings on the cost for the microfinance bank. This mobile banking 
rationale usage by most microfinance banks is to lower operational expenses, create efficiency, and reduce 
delinquencies among borrowers. Although, the microfinance institutional models seem laudable, the models are not 
without defects that will require strategic management to obtain sustainability in dispelling the uncertainty in the sector 
(Morali & Searcy, 2013). The microfinance sector needs to advance with the trends in innovative technology to have a 
competitive advantage and serve the working poor better.  
 
2. Sustainability Value Concept 
 
The sustainability value is a substantial approach in this study because sustainability value demonstrates the impact of 
the relationship between shareholders’ value in a business and sustainability as a global business solution challenge. 
Hart and Milstein (2005) developed the principles of sustainable value to establish the strategies and applications that 
support a sustainable business in upholding shareholders value. Hart and Milstein named four major potential valuable 
measures of sustainability strategies in an organization to include pollution prevention, product stewardship, clean 
technology, and based pyramid. These four measures of sustainability value depicted a reduction in risk, cost of 
operations, improved character, increased innovative repositioning, and developmental growth chart, which summarizes 
sustainability management. Sustainability undertakings equally relate to companies financial performance in relationships 
to direction and development (Kurapatskie & Darnall, 2013).  
 
2.1 Corporate sustainability management 
 
Corporate sustainability indicates the management of sustainable value, which highlights strategic inputs with 
implementation to position the organization for the challenges of operations and offering dividends to shareholders. 
Corporate sustainability management survival specifies a balance of performance amid social, environmental, and 
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financial synergy (Rahardjo, Idrus, Hadiwidjojo, & Aisjah, 2013). This system supports the need for sustainable strategies 
in the microfinance sector to increase rather than decrease shareholder funds. To achieve this, Kearins and Fryer (2013) 
advocated sustainability value that described the enhancement of the value of a business by the provision of research 
and development, operating within the business systems to stabilize and salvage resources. In essence, sustainable 
management is a social change, which signifies development with the proficiency to endure, specifying sustainability 
value as a value added in an ideal innovative stage of business. 

Morali and Searcy (2013) recommended integrated sustainability management technique as an efficient approach 
to producing progressive triple-bottom-line impacts on the earth, persons, and incomes. Making the existing strategies in 
the microfinance banking sector require enhancement to achieve flexible sustainability value deliveries in order to obtain 
market share with creative and competitive advantage (Crittenden et al., 2011). Sustainability, although a goal to 
accomplish in microfinance business, remains the responsibility of directors, who need to live up to accountabilities 
because the directors provide hope for the common person (Milliman & Grosskopf, 2011). Dragan (2012) recommended 
sustainable strategic management training as a solution to the lack of sustainable management in the microfinance sector 
of the economy, arguing that the banking management structure should embrace sustainable strategic ethics for better 
service delivery. Similarly, Conley and Williams (2011) suggested sustainable strategic management teachings in the 
microfinance sector involving all stakeholders for improved performance.  

Likewise, Tiong and Anantharaman (2011) insisted that training enhance sustainability if management and staff 
were well educated to face the challenges of the job. Skiera, Bermes, and Horn (2011) identified clients’ balance 
sustainability value as an assessment of the client to bank relationship in determining the sustainability of the banks. This 
balance value necessitated the recommendation of securitization, a significant financial instrument, which allowed the 
bank to increase profits while encouraging customer loyalty (Mei, Dhaliwal, & Neamtiu, 2011). The securitization is an 
approach that promotes immediate repayment of a loan and lowers delinquencies in microfinance banks. Equally, 
Battilana and Dorado (2010) encouraged organizational participation, in which employees get involved in customer 
businesses to ensure growth toward sustainability of invested funds.  

Conley and Williams (2011), in agreement with this position, specified qualified personnel and dedicated customers 
as stakeholders of microfinance banks for sustainable strategic banking relations. Sustainable management strategies 
nurtured in the microfinance-banking sector are the way forward because researchers are optimistic that the challenges, 
though enormous, remain surmountable. The gathered information from this study tends to prove that bridging the gap in 
the literature concerning the lack of understanding of strategic management by the directors of microfinance banks could 
provide solutions to the sectors uncertainty as this research could be a reference tool to the directors of microfinance 
banks. Microfinance banks stakeholders do need some form of guidelines to harness the desired goal in microfinance 
banking.  
 
2.1.1 Sustainable banking 
 
Sustainable banking started in the primitive era where banks worked as intermediaries between wealthy persons and 
business owners as a means to better the community (Weber, 2012). Sustainable banking started in the commercial 
banks with risk management environment and social well-being of the people, giving rise to the importance of banks 
sorting out methods to effect sustainable growth in developing products and services. Cooperative’s and credit unions, 
which converted into microfinance banks, also developed techniques to serve the market better by instituting principles 
that formulated the operations in providing products and services associated with sustainability. Typically, governments, 
companies, associations, professional bodies, and non-government organizations accept the idea of sustainability for 
economic growth. 
 
2.1.2 The concept of sustainability in banking 
 
The concept of sustainability consists of the triple bottom line model, indicating social, economic, and environmental 
concerns (Elkington, 1997). This concern specifies a business as sustainable, when the company accomplishes high 
performance levels in social, economic, and environmental issues. The triple bottom line sustainability model enables 
company stakeholders to evaluate the sustainability performance, and the banking industry is no exception. As in the 
19th century, credit unions and financial cooperatives provided small and medium enterprises with financial assistance 
that laid the foundation for microfinance and deposit money bank lending (Weber, 2012). To lend money with interest, 
ethical values with the lender’s expectation of borrowers’ trustworthiness became necessary.  
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A borrower must be hard working and responsible for undertaking the risk to succeed. Sustainability on the part of 
the bank indicates outreach accomplishment, while highlighting the provision of lasting services with available resources. 
On the premise of inflation and business environment portraying cost, size of the average loan, loan delivery, repayment 
frequency, salaries, and wages (Fajonyomi, Jegede, & Akinlabi, 2012). Currently, MFB goals of lending and social 
mission are to alleviate poverty, which translates to a poor household’s ability to earn a living that reduces the 
dependence on charity (Weber, 2012). The MFB accomplished the remover of the dependence on charity through the 
administration of microcredit and financial literacy empowerment of the working poor.  

Johnson and Arnold (2012) specified that low-income earners were not inclined to the demands of financial 
facilities like the high-income earners, but for the microfinance banks sustainability and growth, MFB clients must be 
motivated in strategies of innovation and social support. Environmental sustainability is an endeavor to enhance human 
wellbeing by the protection of natural resources that can provide manufactured or economic capital (Penzenstadler & 
Femmer, 2013).  

Das (2013) opined that microfinance bank sustainability would require economic capital, professionalism, 
divergence, agency services, cost management, interest income, compliance, performance, proficiency, and regular 
monitoring. Ault and Spicer (2013) specified the need for organizational identity, involving personnel employment, social 
policies that foster sustainability relating to goals, management principles and a targeting population for the MFB. Olsen 
(2010) differed from strategic innovation and social impact and advocated more investors in the microfinance sector to 
ensure sustainability.  

Pedrosa and Do (2011) argued that bridging the gap between microfinance banks and poor households would 
foster sustainability through preventive loan default administration, exhaustive screening of clients in administering loans, 
and high interest rate. Although, in banking, many have a different opinion of what constitutes sustainability, all agree that 
literature prevalence on sustainability is more prevalent for commercial banks as compared to MFB. Microfinance banks 
in Nigeria can adopt the sustainability development and policies of deposit banks by integrating sustainable banking 
concerns into the strategies, processes, products, and services of the sector. The microfinance banks can achieve this 
sustainability through a reduction in credit risk, operational risk, and strategic risk by exchanging deprivation with positive 
social impact.  
  
2.2 Sustainable customer behavior 
 
The purpose of researching a sustainable customer behavior model in microfinancing is to understand and maintain 
positive behavior to assist the working poor to access funds from the MFB. This work will help to understand how 
customer behavior supports poverty alleviation, achieve the microfinance goals, and become sustainable. In 
accomplishing a positive customer’s behavioral trend, the identity of the MFB customers (the working poor), the financial 
behavioral characteristics, and the sustainability of microfinance banks as the credit provider needs attention. 

  
2.2.1 Identification of MFB customers.  
 
The microfinance operators need to identify the customers they serve in order to provide better service to the right 
customers. Akpala and Olawuyi (2013) stipulated that the working poor require identification because they are in various 
categories. These categories Akpala and Olawuyi (2013) defined as the working or active poor include those with 
unsteady income, the poor, poorest of the poor, the homeless, and the destitute.  

The working or active poor constitute the target market for the MFB to train and assist the enterprise aspiring poor 
to start-up a trade. The working poor identification as low income earners with no access to conventional banking 
constitute the self-employed, sole proprietors, artisans, street hawkers, pensioners, petty traders, and small-scale farmers 
(Babandi, 2011). These persons are the most vulnerable with no stable income to maintain a household. Akpala and 
Olawuyi (2013) argued that the poor needed help irrespective of the category and the government or well-meaning 
persons should support the poor as a responsibility without requiring repayment.  

 
2.2.2 The MFB customers’ financial behavior 
 
The working poor financial behavior depends on the income because accomplishing personal objectives needs 
motivation and activity (McGee, 2012). The incomes from activities help the working poor provide for the household. 
Klawitter, Anderson, and Gugerty (2013) described the characteristics of the working poor as those with income from 
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activities such as petty trading, owner-operated businesses with no financial records, and incomes not separated from 
family finances. These working poor have no access to credit, but instead work with family or friend loans, self-help 
groups, and moneylenders as the means to gain financial support. These people attitude show banking-shy and 
sensitivity to borrowing, but willingly repay loans. 

Johnson and Arnold (2012) attributed the challenge faced by these people to a lack of credit to trade resulting in 
non-sustenance of household and subsequent market exclusion. In support of the poor access to credit, Yunus (2003) 
stated that poor persons were in the category of creditworthy individuals who can repay loans. The working poor were 
very enthusiastic about acquiring credit and willing to repay with interest as development was of more importance than 
the interest payment of loans. Sandberg (2012) posited that the customers were less concerned with interest rates 
charged by the MFB because the other moneylenders charge a higher rate of interest than the MFB, who in addition, give 
financial enhancement counseling. To Marr (2012), lack of credit to the poor remains an increasing challenge to success 
in microenterprises, though microfinancing has moved from an unassertive philanthropic movement into a more 
professionalized business the poor access to funds remains limited. This increasing challenge to acquiring funds is an 
indicator that the working poor need access to credit in improving the earnings and invariably increase the economy of a 
nation.  

 
2.2.3 MFB as sustainable credit provider 
 
The sustenance of MFB as a credit provider is an important venture because MFB provides social assistance and 
financial earnings to the customers (Ault & Spicer, 2013). This provision of social assistance and financial earnings is in 
support of the assertion that MFB is a developmental tool for sustainability and social intermediation. Similarly, Germaise 
and Natividad (2013) described MFB as lending institutions founded on emerging markets that support poor customers 
with credit and business information. This description of the MFB as a provider of credit and business information affirms 
the understanding of MFB goals of assisting the working poor to save, access basic needs, and provision of insurance 
against unexpected circumstances. MFB criticism dwells in the failure to give credit to the poorest of the poor who require 
more support to fight poverty in agreement with the MFB social mandate (Priyadarshee, Hossain, & Arun, 2010).  

Conley and Williams (2011) argued against the notion of giving credit to the non-working poor as philanthropic 
gestures that were not banking policies or sustainable banking practices, which increases risk exposure. The emphasis 
on the MFB sustainability as a credit provider is the sensitivity to the clients, access to funds, sustainable strategic 
management information, and capacity to assist in building up the poor’s trade (Roberts, 2013). The establishment and 
existence of MFB influence the working poor behavioral pattern because the MFB makes credit accessible to the working 
poor that improves the household.  

MFB’s should identify the customers, understand the financial behavior, and sustain the customers’ access to 
credit. These attributes if exhibited by the MFB will empower the working poor and the growth of the Nigerian economy 
because the poor constitute a greater percentage of the populace.  
 
3. Strategic Management 
 
Strategic management describes the processes required to achieve an organizational need for growth and the activities 
required to proceed positively toward achieving these needs in a sustainable manner. The conceptual framework for this 
study specifies understanding strategic management theory that reveals the foundation for improving business abilities to 
identify and manage change. Accordingly, Bracker (1980) identified strategic management as a theory that enabled the 
management of uncertainty by understanding the procedures for accomplishing goals. Strategic management can affect 
MFB in Nigeria positively because the directors require the ability to expand the knowledge base of strategic 
management in order to cope with uncertainty in the business and attain the goals of the company and nation.  
 
3.1 Strategic Management Best Practices 
 
A business interest grows with constantly environmental changes, which in turn necessitates an equal modification in the 
business interest to stay relevant. The business concern adaptation to these changes will require a new approach, which 
successful companies can offer. The business interest promoters can analyze the operations of successful companies 
and utilize the efficient and profitable features known for best practices to improve the business interest. Comparable 
successes happen to the company with similar trade of shared experiences of best practices from successful 
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organizations, and the identified best practices can serve as a base for training and mentoring (Quinn & Strategy, 2013). 
Wellstein and Kieser (2011) determined that embracing successful company’s best practices was the domain of 

consultants, but encouraged companies to apply routines and rules as mechanisms of best practices. Kandemir and Acur 
(2012) advocated that a successfully applied strategy of best practices required companies to realize the need to 
understand the new development, and have the resources to effect change. To achieve a change, Domazet et al. (2011) 
recommended broad business reorganization that fostered unique competitive advantages and contentment in customer 
expectations.  

Conley and Williams (2011) explained the essence of strategic management best practice as the foundation for the 
MFB success and sustenance. Supporting this assertion, Karlan and Zinman (2010) signified that strategic management 
best practices influence improvement in microfinance banks; citing an example of an MFB with extensive outreach and 
allowance for credit as strategic managers with best practices. Priyadarshee, Hossain, and Arun (2010) wrote that 
strategic management best practices were an essential component of financial advancement strategies for MFB success.  

Giving the assurance that strategic management best practice would make the low-income earners, financially 
excluded for centuries by the commercial bank directors in Nigeria, become gradually included in the administration and 
disbursement of funds. Although, MFB’s still require constant supervision to harness the goal of strategic management, 
understanding and implementation would enhance the process. The application of strategic management best practices 
could improve MFB management and financial operations. 
 
3.2 Strategic Planning 
 
Strategic Planning is a well-known and documented concept that most companies make use of in one form or another to 
institute best practices. The benefits of strategic planning might be enormous, but not every company practices the 
strategic planning process (Banks, 2013). Strategic planning supports resource control allocation of time and personnel 
with a decision-making mechanism. Highlighted below are the features, benefits, and recommendations for the 
implementation of strategic planning in MFB.  
 
3.2.1 The features of strategic planning 
 
Planning usually is a preparation for the future implementation of an objective. Involving the documentation of estimates, 
which enables the readiness of an option when required (Ansoff, Declerck, & Hayes, 1976). Jamshidi-Navid and Arad 
(2010) described strategic planning as the future activities of the company, prepared by management level officers, with 
an emphasis on understanding the organizational business environment, internal resources, organizational goals, review 
of business major activities, design, implementation plans, and evaluation of results. Constantinescu et al. (2012) 
identified strategic planning as a demonstration of organizational procedures and resource allocation, specific to a 
company and the company’s operations. This understanding of strategic planning describes strategic planning as an 
unambiguous, brief, and accessible documentation. 
 
3.2.2 The benefits of strategic planning 
 
Several scholarly works dealt with the subject of gains in strategic planning, and most agreed on what constituted 
strategic planning benefits in an organization. Drucker (1992) described strategic planning as an efficient tool for 
evaluating, comprehending, and responding to organizational concerns where estimates clearly defined the 
organizational environment of the competitors, the new entrant, and available resources. Kandemir and Acur (2012) 
indicated that all organizations face the challenge of concerns and trends affecting the business community including 
competition, technological growth, and governmental policies, all of which strategic planning can address. Abdalkrim 
(2013) specified that strategic planning enabled an organization to focus on goals with a process that involved all staff 
understanding the major businesses, customers, available resources, better customer service approach, and competitive 
advantage for the benefit of the company. 
  
3.2.3 Strategic planning recommendation 
 
Organizations similar to MFB could benefit from strategic planning if the organization preserved the organizational 
uniqueness in the delivery of products and services based on research and development (Lingling, 2013). Rahman, 



E-ISSN 2281-4612 
ISSN 2281-3993        

Academic Journal of Interdisciplinary Studies
MCSER Publishing, Rome-Italy 

                                   Vol 3 No 6 
                            November 2014 

 

 133

Wahab, Ismail, and Udin (2013) suggested that companies should identify areas of innovative development in response 
to competition to create an advantage for growth, against peers and inflation burdens. The innovative moves in this area 
by MFB will enhance the operations to serve clients better. To Constantinescu et al. (2012), strategic planning remains 
instrumental for having upcoming environmental measures that would forestall unforeseen challenges while evaluating 
external and internal conditions, which MFB must use to forestall uncertainty in the sector. Equally, Jain and Jain (2011) 
stipulated that universal challenges afford opportunities for banking business growth, a strategy that can support the 
banking industry in creating a robust fiscal environment through planning. This strategic planning concept incorporation in 
MFB business could serve as an opportunity for MFB in Nigeria, to surmount the challenges of uncertainty in the sector.  

Having precise information about business support strategic planning, which will assist the planning process. 
Strategic planning principles, if adhered to, will form the basis for change management in MFB. Similarly, the 
communication of strategies through planning is a vital aspect of management best practices that ensure direction for the 
organization and employee involvement.  
 
3.3 Strategic Management Information System 
 
Microfinance banks require strategies that incorporate the objectives of technological innovations with sustainability in 
business to dispel uncertainty. Management information system (MIS) is another essential strategic development in 
business created to earn value and grow revenue. The MFB in Nigeria is yet to embrace the MIS already practiced by 
MFB in other nations. This review is to inspire, encourage, and lead the MFB in Nigeria to incorporate MIS into 
operational systems. The upcoming sections will highlight the inspiration of innovation, computerized management 
systems, technological innovation benefits, and challenges in Nigerian MFB. 
  
3.3.1 Inspiring innovation 
 
Inspiring innovation as a business culture is a strategic management movement that gives a business a competitive 
advantage by meeting customer preferences. This inspiring innovation move enables quick response to market changes, 
consumer expectations, and inclinations. Strategic management innovation initiates development in goods, services, and 
processes, as MFB requires improvement in the research, development, service delivery, and operations (Kearins & 
Fryer, 2011). Businesses that have experienced technological innovations often have inspirational trained management, 
motivated employees, and sustain a culture of innovation (Simon, 2013). Innovation can exist in the form of little changes 
and development over time that makes the product or services affordable, easy to use, and meets the needs of the 
consumers. Drnevich and Croson (2013) expected the beneficial merging of information systems and strategic 
management to improve business concerns. 
 
3.3.2 Computerized management systems 
 
Microfinance banks in Nigeria will benefit from computer innovations system if the operational strategies align with MIS. 
The MIS will provide the necessary flexibility that will allow safe and reliable operations. This MIS can create a platform 
for information initiatives to thrive such as automated teller machines (ATM), short messaging services (SMS), mobile 
banking, biometric device usage, interactive voice response, use of credit, smart cards, and point-of-sale (POS) 
transactions (Das, 2013). The MFB use of these functions will enhance the operations and create easy access to the 
financial transaction and safety for MFB funds. Kearins and Fryer (2011) cautioned that in implementing the MIS with the 
added attributes, research, and development were still very important because the sector required monitoring and 
improvement as MIS technology advances. The possibility of having competitive advantage in business grows as MIS 
implementation takes centre stage in operations because the MIS will allow efficient, fast, and accurate dissemination of 
information between the MFB and customers (Drnevich & Croson, 2013).  
 
3.3.3 Technological innovations benefits and challenges in MFB 
 
Technological innovations were the preserve of the commercial banks, because innovation in the banking industry is a 
new concept in Nigeria. The MIS installation in MFB is a recommendation to cultivate technological innovations in 
management to prevent and detect fraud by creating transparency in the system, which lowers transaction, and 
operational costs (Kim, 2013). Though director financial capacity challenges, lack of infrastructures (the absence of 
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regular electricity and internet services), government policies, and knowledge gap among directors, employees, and 
customers to understand the MIS concept abound (Abraham & Balogun, 2012). Nawai and Shariff (2012) encouraged 
technological advancement in MFB through training, investment, and research to help reduce the director concerns.  

Including MIS innovations in the business of MFB is an added advantage to harness the goals of the institution to 
alleviate poverty and affect the social life of the people positively. The implementation of MIS in MFB will support the 
growth of MFB and inculcate best practices in the operations. This implementation will align the MFB in Nigeria to global 
standards and collaboration in banking among the microfinance and deposit banks. The MFB implementation of MIS will 
improve the literacy of the customers and invariably that of the poor in Nigeria, by creating social change in the polity.  
 
4. Summary of the Literature Review 
 
The literature presented in this short review offers information on the issues that concern the microfinance-banking sector 
of the banking industry in Nigeria. The necessity of gathering this information is to understand the situation besieging 
MFB and to build tools to eradicate the uncertainty in the sector through sustainable strategic management best practices 
(Kanayo et al., 2013; Quinn & Strategy, 2013). To achieve this sustainable management best practices multiple sources 
to ascertain the extent of the uncertainty and the best process to instill these best practices in the MFB sector in Nigeria 
reviewed. The literature review explored the concept of banking, discussed the history, the contemporary concerns of 
banking, the uncertainty in the sector, and the microfinance lending models. 

The sustainability value concept highlighted corporate sustainability concepts, sustainable banking, and 
sustainable customer behavior, to determine potential ways to strengthen the MFB sector in Nigeria. Bracker (1980) 
strategic management concept explored strategic management best practices, revealing insights into strategic planning 
and management information systems to improve MFB director performance in Nigeria. The literature review information 
addressed the gap in the literature about the absence of strategic management best practices for microfinance banks and 
attempted to recommend management best practices suitable for the MFB sector. The specific business problem to 
dispel uncertainty in microfinance banks sector in Nigeria informed the discussion on technological innovation for 
improved performance.  

This abridged literature review of the microfinance-banking sector in Nigeria provides clarity of the uncertainty in 
the sector, which requires regular check-ups to avoid the resultant failure of MFB because this will cause a devastating 
effect on the economy of the country. A research study of the literature found that failure of MFB in Nigeria would lead to 
the increase of financially excluded persons in the country, reduction in market volume sales, reduction in employment, 
and failure of small and medium enterprises, which makeup the economic strength of a nation (Fishman, 2012). This 
review identified the major cause of the uncertainty in the MFB sector as the lack of sustainable strategic management 
best practices. Building on the features recommended will assist directors to offer efficient bank performance. This 
literature review information could in part, fill the gap identified in Nigerian MFB’s resulting from the lack of strategic 
management best practices in the literature. This review also encouraged finding a suitable approach to sustainable 
strategic management best practices, which might support the eradication of the uncertainty in the MFB sector in Nigeria.  
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