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ABSTRACT

There are various increased efforts to reduce poverty all over the world. This is because there is need to improve the living condition of
people as well as better their economic status. One of the reasons for this is that development cannot be achieved within societies which
lack primary essentials and necessities. As a result, the individual needs of the people have to be catered for first before developing the
world. The need for poverty alleviation can also be viewed from the developed world where economic progress is high because individuals
are able to live quality lifestyles. The current level of improvement in the world can be associatedwith technology in various aspects.
Therefore, it is possible that technology can have an effect on the level of poverty at the moment. This is interconnected with the lending
rates in that a decline in interest rates will increase income and in turn will reduce poverty. However, the decline in interest rates is not
related to communications technology. In-depth interviews provide information that microfinance institution customers still need assistance
in running their business, related to low knowledge and innovation levels. Since credit interest rates also include institutional overhead costs,
it is difficult for these microfinance institutions to reduce their interest rates regardless of the communications technology applied. Therefore,
the results explained in this paper explain the effect of digital technology on poverty alleviation and reduction in lending rates.

INTRODUCTION

The term digital technology refers to features and processes of technology which influence particular
design decisions of digital systems and how various digital systems can be used [1]. Primary, digital
technology is an aspect of technology that deals with special enhanced technological systems mind
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rate, micro finance devices. It is among the highest levels of technology at the moment. Digital technology emerged in the
institution, poverty early part of the 21st century as are reference to improved technologies [2]. The emergence was primarily
alleviation visible in communication devices which could ease human and machine interactions. The first devices

used were communication devices such as mobile phones and computers. Since their first introduction,
digital technology has been improving steadily, a factor that has enabled it to be incorporated in various
production as well as world processes.

Regarding business, digital technology has a variety of uses which have appreciated over time [3]. On the
other hand, lending rates refer to the levels of interests that are charged on borrowed loans. Primarily,
interest rates encourage or discourage borrowing by individuals or organizations because they offer a
projection of the total amount that person will be required to pay in the end [4]. In this regard, low lending
rates encourage borrowing by individuals as they will incur reduced interest at the end while high-interest
rates discourage borrowing as potential borrowers shy away from incurring high interest that will translate
into a high amount to be paid in the end [5]. Lastly, poverty refers to a state of having insufficient primary
wants. In this regard, the existence of poverty is influenced by various external factors one of which is
financial ability. In this regard, lack of accessibility to finance and related services might lead to the
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rich societies. The effect of this has been a variation in the mindset of individuals regarding how certain
activities can be carried out. One of the areas which technology is widely spread is in communication. It is
currently easy to the community thanks to the variety of communication devices that are available at the
moment [7].For instance, mobile phones are easily available and are becoming more of a necessity and
not luxury. Moreover, factors such as wireless technology have enabled individuals to reduce the
boundaries of communication using various portable communication devices. There is a large penetration
of computers in the society in which case many individuals are able to access them, use them as well as
manage to explore the internet [8]. In the same way, businesses have utilized digital technology in carrying

out various practices. Aside from communication, digital technology simplifies various business practises S

[9]. Similarly, digital technology thus has the potential to change the financial services in two major
aspects. Firstly, digital technology has the possibility to reduce the cost of loan processing. This relates to
borrowing or advancing finances to individuals thereby enhancing penetration of financial services to
remote areas [8]. This is because of the ability to simplify communication in many areas without regarding
the existing sovereign or geographical boundaries.

Technology has the ability to reduce technology by incorporating it in activities which enhance the ability of

*Corresponding Author individuals to access better incomes as well as financial ability. One of the primary ways through which this

Email: can be achieved is enhancing the conditions related to financial borrowing [10]. Ideally, this resonates
harigursida2017@gmail.com  around lending rates. Using credit to alleviate poverty is referred to as Credit-based poverty reduction.
Tel: +62-81298036349 However, in using this technique to reduce poverty, chieftain conditions have to be met. These includes

limiting the maximum credit tours $ 5m, issuing a credit period of 12 months as the maximum period,
financing only in groups, meeting the eligibility criteria for borrowing [11]. Technology can play a vital role
in credit based poverty eradication practices by simplifying the transactions and relationships. However, it
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cannot directly, reduce or decrease lending rate because for small entrepreneurs the need is assistance,
where the cost is quite high because it must be face to face and cannot be overcome with technology [12].

MATERIALS AND METHODS

This study utilized a descriptive study design. This is because the amount of data required was diverse.
This can be well understood if it is obtained over a large area. The reason for this is because poverty has
affected many societies all over the world [13]. Also, the research has many hypotheses that has to be
tested as listed below.

Research strategy

This study uses a quantitative method approach to collecting data generated from field survey aimed to
gauge how the effect or impact of digital technology on poverty and its effect on reduction in lending rates.
This study will test the digital technology as the dependent variable and the dimensions of poverty
reduction and reduction in lending rates as the independent variable.

Research hypothesis

This study tested the six hypothesis as follows: H1: Dimensions digital technology (ease of communication,
information search effort, and speed information) effect on poverty alleviation and lending rates

H2: Ease of communication effect on poverty alleviation and lending rates

H3: The information search business through digital technology impact on poverty reduction and lending
rates

H4: The speed of information through digital technology impact on poverty reduction and lending rates
H5: The decline in mortgage interest rates affects the poverty reduction

H6: Instalment credit's effect on poverty alleviation and lending rates

Population and sample size

The survey used about 250 qualitative information sources that were peer reviewed. Furthermore, the
number of respondents targeted by the study was 250. A careful selection of respondents whose views
helped explain the issues that were being studied was made, and it helped offer strong in-depth analysis.

Participants

There were both physical respondents as well as the use of already conducted research. The literature
provided data from across all sections of the world regarding the current influence of digital technology on
poverty and lending rates.

Materials and equipment

The main material used for this research was existing articles and publications on different education
curriculums. Moreover, questionnaires were also utilized in getting data from the research participants
from different parts of the globe.

Procedure

The survey was conducted in ten districts with the human development index of less than sixty, and each
district was represented by one of the villages. Surveillance techniques were used to spreadsheets
questions on the financing of the group (group lending) consisting of 5 persons. 250 sheets were
distributed to targeted research questions and the returns amounted to 240 sheets. 230 respondents
have answered in full and after removing several questionnaires have charging errors, obtained 95% of
otherwise valid question sheet.

Data analysis and presentation methods

After the data collection stage, descriptive statistical analysis of the data was used to obtain an overview
of the groups of data acquisition survey in each region.
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RESULTS

Details of the information sources

The study used secondary sources of data which were mainly already done studies and had to be validated
as being peer reviewed by other scholars. Moreover, primary sources of information were also used which
included interviews that was carried out on individuals from different regions which have experience or
knowledge regarding poverty issues.

Details of the respondents

The following [Table 1] shows the number of targeted respondents were 250. This was seen as an enough
figure to use in determining the outcomes of the research to formulate the responses to the research
hypothesis.

Table 1: The respondents

Respondents

Respondent 240
Not respondent 10
Corrected Responses 230
Respond Percentage 96%

96% of the targeted respondents responded. This was an enough percentage to provide data for the
research.

Responses based on Ease of communication.

Over 87.5% of the total respondents felt that ease of communication has a reducing effect on poverty and
lending rates.

Responses based on the speed of information through digital technology

Over 84.17%of the total respondents felt that speed of information through digital technology has a
reducing effect on poverty and lending rates.

Responses based on decline in mortgage interest rates affect the poverty reduction

Over 93.75%o0f the total respondents felt that the decline in mortgage interest rates has a reducing effect
on poverty reduction.

Responses based on Instalment credit's effect on poverty alleviation and lending rates

Over 89.5% of the total respondents felt that the installments of credit have a reducing effect on poverty
reduction.

DISCUSSION

The primary data showed that technology could reduce poverty by leading to more efficient process
regarding the accessibility of credit facilities by individuals. Usually, technology and lending rates integrate
into each other in reducing poverty under the concept of credit based poverty reduction [14]. Primarily,
there is an overwhelming agreement that simplifying communication helps individuals to understand all
factors involved in borrowing which makes them make concise credit terms and reduced lending rates.

In the same, information search makes individuals increase their know-how which offers them information
on how they can enhance their situations [15]. Subsequently, this transforms into reduced poverty due to
increased returns. Regarding lending rates, extensive information search can make individuals access
credit facilities that have low-interest rates as compared to the one currently in use [16]. This resembles
the speed of information as fast accessibility to information leads to fast borrowing and accessibility to
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low-interest credit facilities.

The type of credit extended to borrowers has various characteristics that determine the urge of customers
to use them [17]. However, the most significant characteristic is the interest rates. The data show that low
interest rates encourage borrowing. Therefore, a decline in mortgage rates lead to high borrowing which
enhances the living conditions if individuals. Similarly, low payment installation encourages borrowing.

CONCLUSION

Both results from the primary and secondary data showed that digital technology has an effect on lending
rates and poverty eradication. In this study, the chosen region of Indonesia has over 24.7 million people
who are poor. These individuals have the following characteristics, the range of poverty rates between
regions is too wide, the example of Jakarta 3.7% while the province holds the poor as much as 32% of the
total population, Majority of the poor live in rural areas and working in the agricultural sector, Many of the
people who moved between the poor become virtually destitute and vice versa. The government utilized
poverty eradication techniques seems to have had a little effect. The use of digital technology helps reduce
poverty by increasing the chances and borrowing potential of individuals who are poor. The effect on
lending rates is not direct but allows individuals to have access to better credit facilities that attract low-
interest rates. In the same manner, the increased efficiency as a result of technology leads to reduced cost

=L

=W

U= gL

)

of operation which could transform into fewer interest rates.

CONFLICT OF INTEREST

No conflict of interest to declare
ACKNOWLEDGEMENTS
Nil

FINANCIAL DISCLOSURE

Self funded

REFERENCES

[1] Ali I, Hatta ZA, Azman A, Islam S. [2017] Microfinance as a InSmart Technologies for Smart Nations (pp. 3-18). Springer
development and poverty alleviation tool in rural Singapore.

Bangladesh: A critical assessment. Asian Social Work and [13] Linear Regression Models with logarithmic transformations.
Policy Review. 11(1):4-15. Kenneth Benoit Methodology Institute London School of

[2] Ola-David O, Oyelaran-Oyeyinka 0. Smart Economics: Economics kbenoit@Ise.ac.uk March 17, 2011
Inclusive  Growth, Poverty Alleviation and Decent [14] Igbal Z, Shafig B. [2015] Islamic finance and the role of
Employment in Nigeria. Qard-al-Hassan (Benevolent Loans) in enhancing inclusion:

[3] Barrientos A, Hulme D. [2016] editors. Social protection for a case study of AKHUWAT. ACRN Oxford Journal of Finance
the poor and poorest: Concepts, policies, and politics. and Risk Perspectives, Special Issue. 4(4):23-40.

Springer [15] Kis-Katos K, Sparrow R. Poverty, [2015] labor markets and

[4] Blattman C, Niehaus P. [2014] Show Them the Money: Why trade liberalization in Indonesia. Journal of Development
Giving Cash Helps Alleviate Poverty. Foreign Aff. 93:117. Economics. 117:94-106.

[5] Quinones B, Remenyi J. [2014] Microfinance and poverty [16] May J, Diga K. [2015] Progress towards resolving the
alleviation: Case studies from Asia and the Pacific. measurement link between ICT and poverty reduction.
Routledge; Inimpact of Information Society Research in the Global

[6] Box GEP, Tiao GC. [1973] Bayesian Inference in Statistical South 2015 (pp. 83-104). Springer Singapore.

Analysis, Addison-Wesley, Philippines. Carlin BP, and Chib, [17] Mazumder MS, Lu W. [2015] What impact does
S., (1995), via Bayesian Markov Chain Model Awards Monte microfinance have on rural livelihood? A comparison of
Carlo Methods, Journal of the Royal Statistical Society, governmental  and non-governmental ~ microfinance
Series B (Methodological), 57(3): 473-484. programs in Bangladesh. World Development. 68:336-354.

[7] Gabor D, Brooks S. [2016] the digital revolution in financial
inclusion: international development in the fintech era. New
Political Economy 26:1-4.

[8] Riggins F, Weber D. [2016] Exploring the impact of
information and communication technology (ICT) on
intermediation market structure in the microfinance
industry. The African Journal of Information Systems. 8(3):1.

[9] Galperin H, Fernanda Viecens M. [2017] Connected for
Development? Theory and evidence about the impact of
Internet technologies on poverty alleviation. Development
Policy Review. 1; 35(3):315-336.

[10] Hosmer DW, Lemeshow S. [2000] Applied Logistic
Regression, Second Edition, John Wiley & Sons, Inc., New
York. Ntzoufras |, (2009), Bayesian Modeling Using
WinBUGS, John Wiley & Sons, Inc., New Jersey.

[11] Gurney GG, Cinner J, Ban NC, Pressey RL, Pollnac R,
Campbell SJ, Tasidjawa S, Setiawan F.[2014] Poverty and
protected areas: an evaluation of a marine integrated
conservation and development project in Indonesia. Global
Environmental Change. 26:98-107.

[12] Vong J, Mandal P, Song I|. [2016] Digital Banking for

Alleviating Rural Poverty in Indonesia: Some Evidence.

www.iioab.org

| Gursida 2017 | IOABJ | Vol. 8 | Suppl 3 | 91-94 |




