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Abstract  
 

Lack of results of international aid and projects to reduce poverty in developing countries are becoming of 
paramount importance for stakeholders. As result paradigm change though Microfinance Institutions (MFIs) 
is promoted to remedy these problems. This paper introduces the structural equal modelling model that 
incorporates governance, nondeterministic, performance and business continuity management theories with 
the purpose of improving MFIs ability to operate as going concern (continuity). To validate this model, 
primary data were collected from microfinance institutions operating in Togo (West-Africa) and analyzed 
using structural equation modeling with WarpPls 6.0. The study revealed thatperformance (financial and 
social), governance, sectors of activities and clientscontribute positively to influence the microfinance 
institutions‟ business continuity.Concepts such as governance, performance, and non-determinism helpMFIs 
to operate as going concern. This study has several managerial and academic implications as it provides 
meaningful insights on policy making to improve MFIs management in addition to theory development. 
 

Keywords:Business Continuity, Governance, Microfinance Institutions, Non-
determinism,Performance,StructuralEquation Modeling. 

 

1. Introduction  
 

Changes in business models on which credit provision are based have led to the emergence of new financing 
institutions:microfinance, microcredit and microinsurance organizations [1-7]. TheMFIsaim to provide small loans to 
poor peopleto reduce social inequity as these clients will not be able to access credits from traditional banking 
institutions [6-8]. However, the lack of results of microfinance institutions is questioned by different stakeholders 
[2,3,7].  Additionally, they are face with bankruptcy risks as result of poor-qualityselection process and inadequate 
governance mechanisms[9,10]. These arguments suggest that there is an interdependence between their ability to 
operate as going concern and governance and nondeterminism factors. The results of research conducted on 
performance and business continuity indicate that the nondeterminismand governance factorsinfluence success of 
MFIs[11-14]. Moreover, governance and the clients‟ socio-demographic factors not only lead to the success of MFIs, 
but also contribute to the goal of reducing poverty[1,7,15].  
 

Although many authors have addressed some aspects of non-determinism and governance in the context of 
MFIs, it remains that very few empirical studies have taken a comprehensive view of the issue that integrates both the 
external and internal factors of governance and nondeterminism as well as the risks posed by project selections and 
their impact on business continuity. In this context, exploring the influences of non-determinismand governance 
factors that have effects on performance and business continuity becomes prominence.   
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The objective of this research is therefore to explain the relationships between governance, nondeterminism 
factors, sectors of activity, client socio-demographic factors, performance and business continuity as perceived by 
MFIs. Using previous studies from the literature on governance, nondeterminism, performance and business 
continuity, a conceptual model is proposed and then validated by tests of hypothesis. This conceptual model 
highlights key factors of governance, the socio-demographic dimensions of the clients as well as the impact of sectors 
of activity on the performance and the continuity of operations of MFIs.Although previous empirical studies have not 
shown an integrated effect of these factors on the ability of MFIs to operate as going concern [1,11,16],this research is 
therefore intended to remedy this gap. The outcome of our work will provide relevant lessons that can help 
practitioners and researchers to better understand the operational and strategic framework of MFIs.  

 

In addition to the introductory section, this paper is organized in five sections. The second section covers the 
existing literature on factors influencing business continuity. The third section aims ondeveloping the conceptual 
framework and hypothesises. The fourth section focuses on the methodology and data analysis technique. The results 
of the structural equation modeling and hypothesis testing are then analyzed and evaluated in the fifth section. The 
managerial and academic implications are discussed followed by the conclusion with the research limitations.  

 

2. Literature Review 
 

Many studies have indicated the predominanceof business continuity issues pause challenges to alleviate 
poverty [17-19]. Issues relative to internal operational environment, pressure from external stakeholders and funding 
requirements would likely result in serious business continuity issues when left unmanaged [20-22].  In addressing 
these issues, Cull et al. [22] pointed that the lack of appropriate funding as well as lack of governance constitute 
factors impacting MFIs ability to operate as going concern. For these authors, business continuity is the ability for an 
organization to maintain essential functions during and after a catastrophic event[21,23-24]. This concept is handled in 
the literature from managerial perspectives that are more relevant to areas of activity such as information technology, 
financial institutions, and accounting.In administrative sciences, the concept of business continuity is seen and 
interpreted as measures to be taken to manage the risks that could compromise the achievement of objectives in the 
event of a disaster[25-26]. From this review it becomes evident that organizational performance in general and MFIs 
performance are key determinants to business continuity. 

 

The performance of MFIs is governed by two perspectives: financial and social.  The financial performance 
of MFIs is an indicator for assessingbusiness continuity as it clarifies the use of resources to achieve organizational 
objectives. It is also used by stakeholders to determine the degree of compliance with the prudential rules that apply to 
MFIs[27]. Through financial performance, the profitability of MFIs is analysed and gives clear indication of their 
viability[28]. It is therefore assessed using standard financial indicators such as productivity, efficiency and 
productivity and competitiveness ratios[22,23,29]. Social performance in microfinance is a difficult concept to 
comprehend, as it is an indicator for measuring poverty reduction.   

 

The social component attached to MFIs performance is addressed via impact assessment [11,29]. As Mia and 
Chandra[30] point out, measuring impact requires more resources and brings out concepts relative to client‟s socio-
demographics. The social performance of MFIs is the translation of the social mission of MFIs into concrete 
measures that can justify its impact on poverty reduction [31]. Social performance is also the result of financial actions 
on the social conditions of the MFIs clients[11,29,30]. These actions have a direct impact on living conditions, i.e. 
health, education, or housing, which are key determinants used to measure social impact of MFIs activities on poverty 
reduction [11,27,28,29].Analysis of governance and nondeterminism factors are important to understand their effect 
on performance (financial and social) and incidentally on business continuity. 

 

Abuses and misconductsinMFIsare correlated to lack of governance [11, 24].The concept of governance 
(although overused in the literature) meaning is understood differently based on the areas of activity. Several authors 
and institutions have taken interest in this concept and its applications and impact in microfinance 
institutions[2,11,32].As the concept of governance is defined differently in the literature leading to diverse 
understandings depending on the interests and objectives of the stakeholders, this study focuses on corporate 
governance rather than the other types of governance such as public or global governance[1,5,11, 32].The pressure of 
prudential regulation on MFIs pushes them to better define the mechanisms and processes of good governance[11]. 
Moreover, the pressure to be more transparent and efficient to meet the increasing demands of donors[33,34]is 
translated into new requirements for these institutions.  
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It was also identified that the issue of governance is mainly the prerogative of the board of directors and is a 
function of the organizational structure[11-14] The organizational structure is important in the dynamics of 
microfinance where the sources of funding define the type of structure put in place[11,35].  

 

Consequently, depending on the structure adopted, the related governance mechanisms will constitute adequate 
foundation for good management of these institutions. Governance mechanisms can be classified as internal and 
external. Internal mechanisms building blocks are organizational structure, internal management systems, internal 
management process and internal management tools[1,6,11,34]. Another element of the internal governance 
mechanism relies on the quality of the Board of Directors or the presence of donors on the Board. As for external 
mechanisms, reference should be made to the macro-economic environment in which MFIs operate [2,5,33].Sources 
of funding as well as prudential regulations are external elements that have an impact on the governance of MFIs. 
Moreover, ethical considerations should not be neglected[31,33].Nondeterminismfactors are also correlated with the 
concept of governance as highlighted in the following subsection. 

 

 MFIs activities are subject to several uncertainties. Evaluating these uncertaintieshelps mitigate the risk of 
default by the stakeholders that impede MFIs to reach their goals. Projects financed by MFIs are subject to the quality 
of information received from the borrowerswhich can be uncertain, imprecise, ambiguous, or unclear 
[36,37].Uncertainty, imprecision, ambiguity are types of nondeterminism that are prevalent in operational environment 
of MFIs [39-40. Nondeterminism in microfinance institutions is also characterized by information asymmetry which 
refers to the concepts of risk and uncertainty [38,39,40,41].  
 

 This concept indicates that one of the actors in the relationship has better information than the other and 
this contravenes the assumption of transparency of information in pure and perfect competition. Imperfection of 
information refers to the problem of adverse selection[40-41]. MFIs in these conditions are not fully aware of the 
likelihood of success of projects that are MFIs financed. And as Gale [41] points out, this situation leads institutions 
to offer high interest rates to cover the risk of default, which in turn leads to limited coverage and therefore impacts 
the objective of reducing poverty.Lanha[39] also cites the absence of credit bureaus, the unstructured economic 
environment, and the inadequate skill level of key players as aggravating factors in information asymmetry. Giventhe 
nature of nondeterminism, some authors suggestedusing adequate tools, systems, processes,and operating structure 
for their treatment [39,41,42]. Ignoring them can be detrimental to the social and financial performance of MFIs.  
 

This review highlighted the extent of the problems(governance, performance, non-determinism, and business 
continuity) that MFIs are facing. Understandingand providing solutions to these problems will enable MFIs to better 
manage their activities and have control over the continuity of their operations. Therefore, the purpose of the 
subsequent section is to put forward a conceptual framework that will take into consideration the results of the 
literature review. 
 

3. Hypothesis Development and Conceptual Framework 
 

The purpose of this research is to identify key governance and nondeterminism factors that influence MFIs 
business continuity. It seeks to improve these institutions ability to operate as going concern. It can be seen from 
Table 1 that several variables are extracted and classified according to their direct or indirect effects on business 
continuity. To address these dimensions that affect MFIs ability to operate as going concern (business continuity), this 
research will measure five constructs that are highlighted in Table 1. They are governance, nondeterminism, 
performance, clients that are characterized as dependent variables and business continuity as independent 
variable[11,17,19,32,38,41].  

 

Theoretical model (conceptual framework) presented in Figure 1 seeks to study the effects of governance and 
nondeterminism factors [43,46] on performance [11,47], sector of activities and ultimately business continuity 
[22,48,49]. The conceptual framework also proposes to study the impact that clients have on business continuity, 
governance, nondeterminism, performance, and sector of activities.The determinants of performance and sectors of 
activities play an intermediary role between the nondeterminism factors of governance and business continuity. An 
intermediate variable is a variable constructed to summarize the relationships between a situation and a behaviour, 
without adding anything to the findings[50].  
Table 1:Research Variable and Operation Definition 
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Variable  Operational Definition  Variable Indicator  Justification  

Exogeneous factor: 
Governance (FACTEXO) 

External factors such as 
macroeconomic environment, 
funding sources or prudential 
regulation affect MFIs business 
continuity.  

Macroeconomic 
environment 
Funding sources  
Prudential regulation  
Stakeholders 

Hartarska[11], Trabelsi et 
Chichti[43], Rashem[44], 
Pinz et Helmig[45] 

Endogenous factor: Non-
determinism (FACTEND)  

Internal factors such as 
organizational structure, 
systems, processes, or tools 
affect MFIs business 
continuity. 

Structure  
Systems  
Process  
Tools  

Alaoui et Tkiout[46], 
Hartarska[11], Hussainey et 
Al-Najjar, [47],Rashem[44], 
Pinz et Helmig[45] 

Mediation: Performance 
(financial and social) 
(PERFORM) 

Results of achievement of 
objectives translated in 
outreach, breath, quality of 
liquidity or solvency ratios are 
an indication of foreseeable 
continuity.  

Outreach  
Breath  
Equity  
Liquidity ratio 
Solvency ratio 

Trabelsi et Chichti[43]; 
Hartarska[11], Hussainey et 
Al-Najjar, [47],Rashem[44], 
Pinz et Helmig[45] 

Mediation: Sectors of 
activities (DOMACTI) 

Sectors of activities such as 
commercial, handicraft, 
services, agriculture, 
construction, or other sectors 
may influence the continuity of 
MFIs.  

Commercial 
Handicraft  
Services  
Agriculture  
Construction  

Moyoukou et Kertous[22], 
Sengupta et Aubuchon, 
[48],Pearlman [49],Trabelsi 
et Chichti[43], Karlra et 
al.[50] 

Control: Clients 
(PORTPOJ) 

Quality of projects funded 
materialized by age, education, 
amount of loans or types 
contribute to MFIs future.  

Age 
Education  
Amount of loans  
Types of loans  
Types  

Moyoukou et Kertous[22], 
Sengupta et Aubuchon[41], 
Pearlmnan[42], Trabelsi et 
Chichti[36], Karlra et 
al.[50] 

Dependent: Business 
continuity (CONTEXP) 

Results of funding projects that 
contribute to sustainability and 
of MFIs and social and 
performance impact.  

Return 
Social impact  

Hartarska[11], Trabelsi et 
Chichti[43], Rashem[44], 
Pinz et Helmig[45] 

Source: Author 
 

Clients are consequently positioned as controls variables since they have an impact on business continuity factors 
utilized in this research [22,41,42]. This positioning affects nondeterminism, governance, sector of activity, as well as 
performance variables. Finally, clients have a significant impact on the continuity of operations, as they are important 
to the existence of a microfinance institutions [22,36,41,42].  

 

Analyzing the effects of exogeneous variables (governance) on performance and sector of activities is to improve 
ultimately MFIs ability to operate as going concern. Sound governance mechanisms lower chances of disruptive 
events occurrences and reduce the impact of unanticipated outcomes [11,43,44,45]. The measures that characterize 
these variables give rise to:  

 H1: Governance (FACTEXO) has a positive effect on performance(PERFORM) 

 H2: Governance (FACTEXO) has a positive effect on sectors of activities(DOMACTI) 
 

The prevalentof nondeterminism factors on MFIs activities may hinder efficient operating conditions [38]. The 
significance of establishing strong internal processes, procedures, systems, and tools enhance the performance of 
these institutions [11,38,43,47,45]. Furthermore, it creates conditions to adequately manage the institutions clients 
[43].When implemented effectively, it is expected to influence performance and the quality of clients:  

 H3: Non-determinism (FACTEND) has a positive effect on performance (PERFORM) 

 H4: Non-determinism (FACTEND) has a positive effect on sectors of activities (DOMACTI) 
 

 
Performance increase will irrevocability strengthen MFIs position and capability to operate as going concern 

[11,22].Earnings and positive social impacts will improve as result of putting adequate governance measures and 
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mechanisms to manage nondeterminism factors[43,47].Strong social and financial performance in addition to 
impactful sectors of activities will result in MFIs resilience [11,45]. This connection leads to the development of:  

 H5: Performance (PRFORM) has a positive effect on business continuity (CONTEXP) 

 H6: Sectors of activities (DOMACTI) have a positive effect on business continuity (CONTEXP) 
 

To be profitable and sustainable, MFIs seek effective partnerships from clients [15,17,22]. When these 
partnerships are conducted effectively, it provides appropriate ground for MFIs to establish themselves as reputable 
institutions that would not experience business interruption [9,10,29,39].Avoiding disruption, increasing resilience and 
healthy financial outlook are facilitated by the quality of clients that cooperate with MFIs [41,42.50]. The above 
analysis lead to the following hypotheses:  

 H7: Clients (PORTPROJ) has a positive effect on business continuity (CONTEXP) 

 H8: Clients (PORTPROJ) have a positive effect on performance (PERFORM) 

 H9: Clients (PORTPROJ) has a positive effect on sectors of activities (DOMACTI) 

 H10a: Clients (PORTPROJ) have a positive effect on governance (FACTEXO) 

 H10b: Clients (PORTPROJ) have a positive effect on nondeterminism (FACTEND) 
 
Figure1: Conceptual Framework  
 

 
Source: Author  
Consequently, subsequent section intends to validate hypotheses of the theorical model through the methodology that 
is adopted. 
 

4. Methodology  
 

Population of this study comprises all the MFIs that are in operation in Togo. In reference to data collected in 
July 2019, the number of microfinance institutions operating in Togo is 191. This study attempts to obtain a 
comprehensive picture on governance, performance, nondeterminism impacting business continuity of these 
institutions. Questionnaire was used as data collection technique in this research. Questionnaire was sent to 191 MFIs 
out of which 78 responses were received. The response rate is 41 % which is adequate to generalize the results of this 



6                                                                Review of Contemporary Business Research, Vol. 9(1&2), December 2021 
 
 

research [55]. The respondents are identified as executives of the MFIs who have appropriate authority and 
understanding of the challenges these institutions are facing. 

 

There are four sections in questionnaire that includes 74 measurement items to which respondents are asked to 
rate using 7-point Likert scale, with 1 „indicating strongly disagree‟ and 7 „strongly agree‟ [54]. The questionnaire was 
pre-tested with fiveparticipants, who are executives of MFIs. These executives are chief executive officers, chief 
operating officers, chief financial officers, vice presidents and chief audit executiveswhoare involved in defining the 
MFIs strategies. Questionnaire completed by the respondents is considered the source data.Data is then arranged and 
transposed for better analysis.  

 

The Partial Least Square (PLS) – Structural Equation Modelling (SEM) was used to review the relationship 
between the data [52-56]. It permits a series of multiple regression equations which examines the structure of inter 
relationships between constructs. The equations reveal the entire relationships between independent and dependent 
variables implicated in the analysis. The endogenous variables are explained in the relationship defined by the effect of 
governance, nondeterminism, clients, and performance on MFIs business continuity. The SEM process includes 
hypothesis testing is enabled by WarpLS 6.0 version. Conceptualisation of the model, determination of algorithm 
analysis, determination of resampling procedure, delineation of path diagram and evaluation are stages that are 
considered when PLS-SEM is utilized in WarpPLS 6.0 version. These steps are utilized to assess the relationship 
between the indicator variables and their corresponding constructs.  

 

The methodology used to measure the influence of factors effects on MFIs business continuity indicate that this 
an empirical research. The nextsection is then dedicated to analysing the results of PLS-SEM model. 
 

5. Results  
 

Evaluation of PLS-SEM model requires exploring the results of the latent independent variables, the effect, and 
the significance of the regression coefficients (path coefficient) of the model. The analysis of the reliability, the validity 
and the dimensionality of each construct of the conceptual model from the results of the exploratory factor analysis 
aimsto assess the Average Variance Extracted (AVE), the quality of the fit of the model through the TenenhausGoF 
value (GoF), reliability measures as well as correlations between constructs thatare determined by the strength of the 
Simpson's paradox ratio[52-56]. 

 

The statistical suppression ratio (SSR) indicates whether the model is exempt from statistical suppression and it 
occurs when the absolute value of the beta coefficient (β) is greater than the correlation between two associated latent 
variables. Finally, the non-linear bivariate causality (NLBCDR) is the last index assessing the effectiveness of the 
model. It indicates whether the beta coefficients (β) associating two variables vary according when use non-linear 
algorithms[52-56].  
 

5.1. Measurement Model and Assessment  
 

Evaluation of measurement model is performed to review reliability and validity of indicators representing latent 
constructs in this research. According to Hair elal.[52], the measurement of reliability and validity through reflective 
constructs should focus on two important components that are convergent validity and discriminant validity. The 
convergent validity assesses the factor loadings (value is > 0.7), composite reliability (value is > 0.7), and Average 
Variance Extracted (AVE) (value is > 0.5). The discriminant validity evaluates cross loading with Average Variance 
Extracted (AVE) root square[52-56]. 

 
 
According to Hair et al.[52], convergent validity refers to the extent to which a measure correlates positively with 

alternate measure of the same construct. Table 2 presents details of each construct used in the conceptual framework. 
The composite reliability is verified according to the threshold value. This is done by verifying the indicator reliability 
values.  
 
 
 
 
 

Table 2: Convergent Validity: Construct Reliability and Validity  
 
* Latent variable coefficients * 
******************************** 
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R-square coefficients 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
0.349                    0.027                    0.365                                  0.655                     0.363 
Adjusted R-squared coefficients 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
0.341                     0.014                   0.340                                   0.641                   0.338 
Composite reliability coefficients 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
0.489                        0.254    0.536                   0.000                   0.437                     0.829 
Cronbach's alpha coefficients 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
0.537                  0.412                   0.270                   0.077                   0.340                   0.589 
Average variances extracted 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
0.318                   0.192                 0.330                   0.256                      0.277                  0.709 
Full collinearity VIFs 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
1.813                    1.177                   1.647                    3.120                    1.140                 2.974 
Q-square coefficients 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
0.350                    0.169                    0.323                                    0.597                   0.621 
Minimum and maximum values 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
-1.709                 -1.649                   -1.496                 -1.794                   -2.259                  -1.590 
1.318                    1.418                  1.249                  1.422                   1.326                   
1.576 
Medians (top) and modes (bottom) 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
0.186                 -0.464                   0.127                  0.006                   0.040                  - 0.004 
1.318                  -0.705                  1.249                   -1.044                  -0.184                   -
1.590 
Skewness (top) and exc. kurtosis (bottom) coefficients 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
-0.223                  0.165                 -0.222                -0.175                    -0.812                  -0.193 
-1.208                   -1.375                   -1.472                -1.193                     0.070                     -0.962 
Tests of unimodality: Rohatgi-Székely (top) and Klaassen-Mokveld-van Es (bottom) 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
No No No No                       Yes                   Yes 
Yes,                     Yes                          No                        Yes                     Yes Yes 
Tests of normality: Jarque–Bera (top) and robust Jarque–Bera (bottom 
FACTEXO FACTEND DOMACTI PORTPRO PERFORM CONTEXP 
Yes                    No No                      Yes                       No                     Yes 
Yes Yes Yes Yes                       No                     Yes 

Source: WarpPLS 6.0 results – Primary data are processed (2019) 
 
 

The Average Variance Extracted (AVE) value of each construct are below the threshold (value is > 0.5) except 
for business continuity (0.709), and consequently it does somehow satisfy the convergent validity term. Table 2 shows 
that Composite Reliability value of each construct are below the threshold (value is > 0.7) except for business 
continuity (0.829), and consequently it does somehow satisfy the term of internal consistency[53,54,56].  
 

 
Table 3: AVE Root-Squared and Cross-Constructs Correlation  
 

* Correlations among latent variables and errors * 
Correlations among l.vs. with sq. rts. of AVEs 
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 FACTEXO FACTEND DOMACTI PORTPRO PERFORM
 CONTEXP 
FACTEXO 0.564 0.102 -0.065 0.585 -0.108 0.648 
FACTEND 0.102 0.438 0.330 -0.012 0.031 0.128 
DOMACTI -0.065 0.330 0.575 -0.368 -0.248 -0.014 
PORTPRO 0.585 -0.012 -0.368 0.506 -0.075 0.732 
PERFORM -0.108 0.031 -0.248 -0.075 0.526 -0.189 
CONTEXP 0.648 0.128 -0.014 0.732 -0.189 0.842 
Note: Square roots of average variances extracted (AVEs) shown on diagonal. 

Source: WarpPLS 6.0 results – Primary data are processed (2019) 
 

Table 3, presents an overview of the result of analysis on AVE root-squared, compared with cross-constructs. 
The results indicate that AVE root-squared value of each construct is higher than cross-constructs correlation value, 
and consequently every construct in this research has fulfilled discriminant validity term [53,54].  
 

5.2. Structural Model and Evaluation  
 

The structural model is used to predict relationship of variables by examining variances explained by these 
variables. It is also used to evaluate the significance level of P-value [54]. It is therefore utilized for hypothesis testing. 
Hypothesis from Figure 1 are then tested and evaluated by the structural model. Evaluation of constructs relationship 
must be preceded by evaluation of goodness-of-fit in our research model[56]. The results of this evaluation are shown 
in Table 4.  
 

Table4: Goodness-of-Fit of Structural Model   
 

Model fit and quality indices 
Average path coefficient (APC)=0.399, P<0.001 
Average R-square (ARS)=0.352, P<0.001 
Average adjusted R-squared (AARS)=0.335, P<0.001 
Average block VIF (AVIF)=1.268, acceptable if <= 5, ideally <= 3.3 
Average full collinearity VIF (AFVIF)=1.979, acceptable if <= 5, ideally <= 3.3 
TenenhausGoF (GoF)=0.349, small >= 0.1, medium >= 0.25, large >= 0.36 
Sympson's paradox ratio (SPR)=0.727, acceptable if >= 0.7, ideally = 1 
R-square contribution ratio (RSCR)=0.884, acceptable if >= 0.9, ideally = 1 
Statistical suppression ratio (SSR)=0.818, acceptable if >= 0.7 
Nonlinear bivariate causality direction ratio (NLBCDR)=0.818, acceptable if >= 0.7 

Source: WarpPLS 6.0 results – Primary data are processed (2019) 
 

Table 4 indicates that research model has a good fit. The Average path coefficient (APC) = 0.399, the Average R-
square (ARS) = 0.352 and the Average adjusted R-square = 0.335 with P-value at significance level atP<0.001. The 
valuesof the Variance inflation factor (variance inflation factor - VIF) are 1.268 and 1.9779. These values are within 
the acceptable threshold (Average block VIF (AVIF)=1.268, acceptable if <= 5, ideally <= 3.3). The Average full 
collinearity VIF (AFVIF)=1.979, acceptable if <= 5, ideally <= 3.3) as shown in Table 3. This indicates that there is 
no multicollinearity problem across indicators and across variables. The Goodness-of-fit (GoF) is valued at 0.349 
(<0.36), which means that model has close to good fit if not good fit. All values of SPR = 0.727, RSCR = 0.884, SSR 
= 0.818 and NLBCDR = 0.819 are acceptable. Further to this conclusion, results indicate that there is no causality 
issue in the model [54]. 

 

Results of estimated constructs relationship are given in table 4 and Figure 2 below. Estimated path coefficient 
and p-values exhibited that external governance factors have a significant and positive effect on performance proved 
by P-value < 0.01 and path coefficient value of 0.51. It can therefore be said that Hypothesis 1 is supported 
negatively. Likewise, External governance factors have a significant and positive effect on sectors of activities 
evidenced by P-value < 0.05 and path coefficient value of 0.20, and thus Hypothesis 2 is supported positively. These 
results are supported by Hartarska[11]and McConaghy[16]findings proving that governance and nondeterministic 
factors have a considerable impact on performance. 
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Relative to nondeterminism factors, results demonstratedsignificant and positive effect on performance proved by 
P-value >0.1 and path coefficient value of 0.09. It can therefore be said that Hypothesis 3 is not supported. 
Nondeterminism factors have a significant and positive effect on sectors of activities evidenced by P-value < 0.01 and 
path coefficient value of 0.46, and thus Hypothesis 4 is supported positively. These results are supported by 
Hartarska[11]and McConaghy[16] findings proving that governance and nondeterministic factors have a considerable 
impact on performance. 

 

Performance characteristics have a negative effect on the MFIs ability to operate as going concern. This is 
justified by P-value < 0.05 and path coefficient value of 0.17, and hence Hypothesis 5 is supported.  
 

Tableau5:Results of Estimated Constructs Relationship 
 

Description Path Hypothesis  Path coefficient 
β 

Signifiance levels (P 
value) 

Conclusion 

FACTEXO -
PERFORM 

H1 0.51*** 0.01 Support  

FACTEXO- 
DOMACTI 

H2 0.20** 0.03 Support  

FACTEND- 
PERFORM 

H3 0.09 0.22 Not 
support 

FACTEND- 
DOMACTI 

H4  0.46*** 0.01 Support  

PERFORM- 
CONTEXP 

H5 0.17** 0.05 Support  

DOMACTI- 
CONTEXP 

H6 0.28*** 0.01 Support  

PORTPRO- 
CONTEXP 

H7 0.58*** 0.01 Support 

PORTPRO- 
PERFORM 

H8 0.88*** 0.01 Support 

PORTPRO -
DOMACTI 

H9 0.44*** 0.01 Support 

PORTPRO- 
FACTEND 

H10a 0.59*** 0.01 Support 

PORTPRO- 
FACTEXO 

H10b 0.16** 0.06 Support  

Significance levels at * = p <.10; ** = p< .05; *** = p <.001, respectively.  
 

Source: WarpPLS 6.0 results – Primary data are processed (2019) 
 

Sectors of activities characteristics results demonstrated significant and positive effect on performance (P-value 
>0.1 and path coefficient value is 0.28). Hypothesis 6 is supported. Clients characteristics results demonstrated 
significant and positive effect on business continuity (P-value >0.1 and path coefficient value is 0.58). Hypothesis 7 is 
supported. Clients characteristics results demonstrated significant and positive effect on performance (P-value >0.1 
and path coefficient value is 0.88). Hypothesis 8 is supported.Clients characteristics results demonstrated significant 
and positive effect on sectors of activities (P-value >0.1 and path coefficient value is 0.44). Hypothesis 9 is supported. 
Clients characteristics results demonstrated significant and positive effect on external governance factors (P-value 
>0.1 and path coefficient value is 0.59). Hypothesis 10a is supported.  

Clients characteristics results demonstrated significant and positive effect on internal nondeterministic factors (P-
value >0.1 and path coefficient value is 0.16). Hypothesis 10b is supported. 

 



10                                                                Review of Contemporary Business Research, Vol. 9(1&2), December 2021 
 
 

As indicated by Figure 2, the estimated value of the regression coefficients shows the strength of the connections 
or the strength of the influences indicated by the correlation links. The data are used in this research to test the 
parameters of the structural model through the weights or path coefficients to determine the adequacy of the model. 
The predictive value of endogenous variables was highlighted using the path coefficients and as for exogenous 
variables, the correlation between the predictive values and the values of the constructs suggests that the structural 
model of this study has acceptable predictive validity.  
 
Figure 2: Structural Model  

 
Source: WarpPLS 6.0 results – Primary data are processed (2019) 
 
6. Discussion  
 

This research has demonstrated a fit between the proposed model and the data based on quality indices presented 
in Table 4. The findings of this study show that clients characteristics have a direct influence on MFIs busines 
continuity. Similarly, Elloumi and Kammounles[23], Kalra et al. [50], Pearlman [42], Moyoukou and Kertous[22] and 
Trabelsi and Chichti[23] indicate that clients predict the ability of MFIs to operate as going concern. Elloumi and 
Koummounles[23] and Moyoukou and Kertous[22] show that values related to the clients‟ socio-demographic 
characteristics such as age, education level and family situation affect the performance and continuity of MFIs. 
Perlman [42], Alaoui and Tkiout[46] consider that clients are the centrepiece in the strategy of MFIs that can 
adequately contribute to their longevity.  

 

Sectors of activities embodied by the agricultural, commercial, service, construction, craft, and small businesses 
have a direct influence on MFIs ability to operate as going concern. Items associated with agriculture have an 
important influence on the sustainability of MFIs. Miller [57] and Mas [58] show also that sectors of activities have an 
influence on going concern. Margret and Hoque [19]examine the importance of sectors of activities and conclude that 
they have a significant impact on going concern. Geiger et al.[59]concur with this view by noting that the risk of 
defaultis correlated to sectors of activities.  

 

Performance is a significant determinant of going concern[23]. However, the results of our study indicate that 
performance has a moderately significant effect on going concern. The concept of performance is addressed without 
distinction between social and financial performance in our research [60]. This treatment of the concept of 
performance explains the moderate effect it has on business continuity [61]. This moderate effect is justified by the 
social aspects of performance that are very little considered by the actors of microfinance institutions, because the 
definition of social performance indicators requires more expertise[60].  

 

The results of our research also show that MFIs are focusing more on financial performance to ensure their 
ability to operate as going concern[62]. This is corroborated by the findings of Hashemi and Foose[63]as well as the 
studies of Guarneri et al. [64]which indicate that the determinants of social performance are not measured by MFIs, 
and they strongly recommend that board members promote the integration of social performance indicators in 
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accountability. Ekka[65] indicates that social performance is positively correlated with going concern, if only MFIs put 
in place appropriate indicators to measure its effects.  

 

Robinson and Hartarska[1,11]note that financial performance, which is regularly monitored and reported, 
provides more insight relativeto the financial health of the MFIs. The financial health is an important indicator used to 
measure going concern[19].Moreover, our research findings indicate that both exogenous and endogenous factors 
have a direct and somehow indirect effect on going concern. However, studies by Hartarska[11]and McConaghy[16] 
indicate that governance factors such as resources, systems and processes are critical to going concern.These results 
provide some support for the utility theory model (direct and indirect relationships) in determining factors impacting 
MFIs business continuity. 
 

7. Conclusion  
 

The objective of this research is to conduct empirical test and validate the effects of governance and 
nondeterminism factors on MFIs business continuity. It aims to operationalize measures that will improve MFIs 
ability to operate as going concern. Consequently, the conceptualization of the research model helps verify the validity 
of the constructs relative to the continuity of operations. The results suggest that performance, clients, and sectors of 
activities have positive impact on MFIs ability to operate as going concern. However, governance and 
nondeterminism factors have indirect impact on these institutions business continuity. 

 

This research contributes to the advancement of microfinance theory and literature on two levels: managerial and 
theoretical.The theoretical contribution consists in validating the measurement dimensions used to assess the 
hypotheses that contribute to MFIs' ability to operate as going concern.The confirmatory analyses noted that direct 
and indirect relationships of the research model prove that the theory behind our research is validated in the 
operational environment of MFIs. 

The managerial or practical contribution takes the form of adaptive modes that can better structure the rationale 
for considering nondeterminisms and governance factors that positively and directly influence the performance and 
sectors of activity of MFIs.  

 

Due to the small number of respondents, analysis could not be conducted according to the participants locations 
and size of their institutions. Another limitation is that the research focused primarily on some determinants that we 
deemed relevant, but which reflect a partial view of the governance, sectors of activity and socio-demographic factors 
of clients.The use of a self-assessment questionnaire makes causal inferences difficult because of the cross-sectional 
data. It should be added to this constraint that this scale was only tested on samples taken from MFIs in Togo. The 
data collected was done through the APSFD and direct interaction through interviews with respondents would be 
desirable. These limitations should be addressed in future similar research.  
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