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Abstract 
The problem of youth unemployment, still remains an issue and challenge in the country. This 
unemployment issue is seen as severely because of the string of other social phenomena in 
society. Hence, microfinance is considered as the best mechanism in finding solutions to these 
problems. The objective of this study is to explore the extent to which microfinance is able to 
play a role in solving the problem of youth unemployment. In the meantime, the method used 
is through secondary data sources derived from online databases and library collections. In 
conclusion, through funds from microfinance the youths are able to get out of the 
unemployed cocoon by making capital to start up for business. 
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Introduction 
Today, the country is often surprised by the growing number of social problems. Various 
issues can be seen and heard through local social media. Criminal cases, vandalism, illegal 
smuggling, and so on are often filling in current news. Ironically, the increase in social 
phenomena is seen to be closely related to unemployment and poverty. Both of these issues 
are very synonymous and interconnected with each other. This is because unemployment will 
cause an individual to have no source of income and cannot meet the basic needs of his life. 
Over time it will lead to poverty. In fact, there are hadith said that poverty leads to disbelief. 
According to Hafid (2011), the disbelief is seen through the actions or conduct of an individual 
who tends to do bad things and violates religion other than not performing obligations and 
obeying His instructions. It is undeniable that an individual who lives in difficulty will feel 
desperate to meet needs and desires. Therefore, any action which may satisfy him will be 
possible even if it is a violation of the law. In a study conducted at detention centers in the 
East Coast of Peninsular Malaysia, the majority of juvenile trainers came from families earning 
RM500 and below and had a large number of family members (Bahrom, 2004). This proves 
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that the hardship of life leads to unethical behavior. In the meantime, the cause of poverty 
which is a serious unemployment among society is now a contributing factor to the social 
phenomena of the country. Statistics show that the increase in the number of unemployed 
consists of various categories, especially youth. Although there are certain parties who argue 
that the unemployment problem in Malaysia is still low compared to other developing 
countries, it is up to us that this amount is increasing from time to time. It is not impossible 
that continuous improvement without effective solutions will have a bad impact on society 
and the country. 
 
Youth Unemployment 
According to the Labor Force Statistics of Malaysia (2018), the total number of unemployed 
in August for 2018 is 525,000 with an unemployment rate of 3.4% and this is an increase from 
2017 to 516,900. The 1.6% increase is drastic and relatively critical even in just one year. 
Furthermore, the more worrying is the level of unemployment in the country is much higher 
than other neighboring countries. According to Dr Anthony Dass, Chief Economist of Ambank 
Research, the percentage of unemployed among youth in Malaysia for 2018 is 10.8% while 
Singapore shows 4.6% and Thailand is 5.9%. The differences of this statistic is important 
because there is a significant gap between neighboring countries. This situation is worst when 
Malaysia is the highest unemployment among youth in the Asian region besides Indonesia 
(Razaleigh, 2014). In addition, this high level of youth unemployment will bring many 
problems in the future. According to Steven (2014), there are unemployment studies 
conducted in the United States and the United Kingdom that have shown that youth 
unemployment in the early 20's would have a bad impact on the quality of their jobs over the 
next ten years, up to the age of 30s. There is a proverb saying that youth today is the next 
generation leader. It is undeniable that the future of a country will depend on the present 
young people. The goals and aspirations of youths can determine the progress or decline of 
society and the overall aspects of the country. 
 
Microfinance System 
Growth in the economic sector has contributed to the development of the microfinance 
industry in Malaysia. After almost 30 years of this system operates, various social problems 
such as poverty and unemployment have been dumped. Generally, this microfinance system 
has been around for some time around 1970. As a pioneer in this system, Professor 
Muhammad Yunus has succeeded in establishing a Grameen Bank that plays a huge role for 
Bangladeshis. His brilliant ideas have contributed to the improvement of the lives of the poor 
who were often oppressed. After decades, the micro-finance system has become more 
popular and has been implemented in other countries such as Sudan, Nigeria and many more. 
These microfinance-oriented institutions have also been established around the world. 
Indirectly, this microfinance system becomes the ultimate solution in combating world 
poverty (Leikem, 2012). In Malaysia, this microfinance system started its foundation in early 
1986 through the establishment of Amanah Ikhtiar Malaysia (AIM). Subsequently, the 
establishment of the Tabung Ekonomi Kumpulan Usahawan Nasional (TEKUN), cooperatives 
and other institutions also boosted the microfinance industry in Malaysia (Faizal, 2012). Based 
on each such institution, there are a variety of financing products offered to customers 
according to a particular classification. Thus, this division of classification can focus on target 
groups. For example, youths, single mothers and so on. According to Ekpe (2011), 
microfinance is the provision of credit, savings and training for business success and increased 
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entrepreneurial welfare. This shows that the aid channel is not just financial, but training is 
provided to help target income-generating groups. 
 
The Role of Microfinance System on the Unemployment Issue 
Various initiatives and incentives have been allocated to help youths to increase their 
economy’s aspect. Efforts from government and non-governmental organizations have been 
implemented in various ways. One of these is the microfinance system, which is wider in the 
country. For those who are new to entrepreneurship, microfinance is the best option as a 
starting point for startup a business. Today, youths are encouraged to engage in 
entrepreneurship. This field is seen as a potential field in building youth careers. Young people 
should not rely only on existing employment opportunities. They need to be more 
independent and creative in finding income sources. By involving in entrepreneurship, youths 
are no longer dependent on existing job opportunities either in the government or private 
sectors. In addition, they also can be an inventors of new job opportunities for other 
individuals. However, the unemployment problem amongst these youths remains a critical 
problem in society. Although various efforts have been carried out by many parties. As we 
know, the microfinance system is growing rapidly in the country, but the problem of 
unemployment among youth is not as good as possible. The establishment of many 
microfinance institution should encourage the presence of new entrepreneurs. Additionally, 
graduates should be wiser to obtain information and deserve the opportunity. Hence, the 
effectiveness of the role of the microfinance system should be empowered by each party to 
address the issue of youth unemployment in society today. 
 
Conclusion 
In the nut shell, microfinance is a tool that can play a role in promoting youth economics by 
enabling them to engage in entrepreneurship. In addition, it is also considered the best 
platform in solving various social problems indirectly. This is because the unemployment 
problem is closely related to social issues among the community. In the meantime, the 
establishment of microfinance-oriented institutions such as Amanah Ikhtiar Malaysia (AIM), 
TEKUN and cooperatives should be further enhanced, in addition to improving management 
and expose more to the community. The close collaboration with the bank for example can 
further strengthen the functions of these institutions. 
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