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empowerment and entrepreneurship in developing countries?

Abstract

Gender stereotypes have long been persistent and give way to gender bias which impacts almost all walks of
life, particularly the business world whereby several hardships are incurred, especially by women. The
prominence and adverse impact of this gender bias are highlighted in a crucial stage of establishing a business
i.e., fundraising. In line with the aforementioned, this research paper conducts a thorough literature review
which aims to uncover the traditional funding landscape and how gender bias affects it. The paper then proceeds
to acknowledge microfinance institutions and loans as one of the funding options which have come up in more
recent years to serve and encourage entrepreneurship among disadvantaged groups in society, particularly
women in low-income countries. In light of the same, the paper critically analyzes microfinance as a concept in
regard to its various characteristics, including accessibility, loan size and terms, support services and impact
and sustainability, and then conducts case studies on the impact of microfinance in developing countries such
as India, Bangladesh and Vietnam. On the whole, the paper concludes that microfinance loans and institutions
do help with women’s empowerment and enable women’s entrepreneurship in developing countries to a certain

extent.
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Introduction

Picture this: You’re witnessing an investment pitch where one male entrepreneur and one female entrepreneur
are putting their best foot forward in hopes of piquing the interest of potential investors. Both the ideas sound
equally compelling but the male entrepreneur walks away with the investment. Seems strange? Well, it’s merely

a narrative of reality.

Entrepreneurship is the ability and readiness to develop, organize and run a business enterprise, along with any
of its uncertainties in order to make a profit. The most prominent example of entrepreneurship is the starting of
new businesses (BYJUS, 2020). Amidst the many resources required to get a start-up running, capital/financial
resources are the key assets that allow the business to action any of the operations ranging from setting up a
company all the way to producing a product or service to sell to customers. Money from personal savings,
friends and family, bank loans, crowdfunding, and private equity through angel investors and venture capitalists
are all options for funding throughout the life cycle of a private company. Each of the aforementioned options
has its unique characteristics and comes with different levels of risk and reward - for instance, venture capital
investing can be a high-risk/high-reward scenario for investors which involves investing large sums of money
whereas crowdfunding is a relatively low-risk way of raising money where one only needs to raise as much

money as one needs.

When discussing funding, one observation that is commonly made is that women entrepreneurs tend to raise
less money than their male counterparts when raising funds. Whilst there are several possible reasons for this,
one of the reasons may be that venture capitalists amidst other forms of investors hold gender bias. There are
psychological barriers and biases against women which when practised can limit their ability to raise funds and
consequently enter the realm of entrepreneurship. According to a Telegraph poll, for instance, two-thirds of 750
female founders felt they were not taken seriously when pitching to investors, and felt they were treated
differently to their male counterparts (Burn-Callander, 2019). Adding further to the aforementioned, a study
presented in the Harvard Business Review has demonstrated how gender stereotypes about the competence and
ability of women may discourage women from pursuing entrepreneurship (O’Connell, 2022) which has several

implications for the economy and society.

Taking the above into consideration, microfinance institutions and loans were introduced in 1974 with the main
aim of helping women as a disadvantaged group to obtain funding more easily and therefore be more enabled
and successful in entrepreneurship ventures. This is particularly true for women in low-income countries and
developing countries. In light of the aforementioned, the research question for this paper is “To what extent
have microfinance institutions and loans helped enable women's empowerment and entrepreneurship in

developing countries?”.
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This research paper aims to discover the role of microfinance institutions in promoting women’s
entrepreneurship and economic independence in developing countries through case studies of India, Bangladesh

and Vietnam.

Literature Review

There are various funding options available to entrepreneurs to start up their businesses. Choosing among these
different funding options can be influenced by several factors. The most prominent sources of funding for

startups have been defined in the table below.

Venture Capital Venture capital (VC) is a form of private equity and a type of
financing that investors provide to startup companies and small
businesses that are believed to have long-term growth potential
(Hayes, 2020). Venture capital generally comes from well-off

investors, investment banks, and other financial institutions.

Angel Investors Angel investors are individuals who offer promising startup
companies funding in exchange for a piece of the business, usually

in the form of equity or royalties (O’Connell, 2022).

Crowdfunding Crowdfunding is a way for companies and individuals to raise
capital from a large group of investors who can choose from
hundreds of projects for as little as $10, typically via the Internet
(Smith, 2022).

Bank Loans Bank loans are the easiest source of availing finance. A bank loan
is an extension of credit by a bank to a customer or business; it has
to be paid along with interest (Trisha, 2014).

Government Grants A government grant is a financial award from a federal, state, or
local government authority for a beneficial project. It is

effectively a transfer payment (Segal, 2021).

Each of the funding methods defined in the table has its own characteristics and therefore also its own set of
advantages and drawbacks. For instance, angel investors typically invest large sums of money with a higher
expectation of return to make up for the risk they take. On the other hand, crowdfunding is a newer funding

option which has recently gained popularity but it allows crowd funders to invest small amounts of money
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without the expectation of a large return and instead to support a project or cause they believe in. With regard
to the two aforementioned funding methods, the biggest difference is in the fact that angel investors are
specialized in investing in startups therefore they allow access to lower interest rates, more flexibility and large
sums of capital that may not otherwise be available to such early stage companies that still present a risk of
failure. This directly contrasts with bank loans that usually come with higher interest rates and risk of defaulting.
One more advantage of angel investors and venture capitalists is that they bring not only capital to the table but
also expertise which is not available when relying on a government grant as these do not include technical
assistance or even other financial assistance, such as a loan or loan guarantee, direct appropriation, or revenue

sharing (Segal, 2021). The one primary advantage of a grant, however, is that it is not required to be paid back.

Gender Biases in Funding

Many gender-related barriers and biases have declined over the years but gender stereotypes continue to create
problems in the progress of women’s careers. Gender stereotypes are ideas about how members of a certain
gender do or should be or behave. They reflect ingrained biases based on the social norms of that society (Jones,
2022). In patriarchal societies (such as India, Irag, Yemen, etc.), for instance, one of the most prominent
stereotypes which exists is that of awoman's role being in the kitchen or household whilst the man is stereotyped
as being the primary breadwinner. As the years have gone by, such stereotypes have also led to occupational
stereotyping to the extent that certain occupations, such as nursing and teaching, are identified more as the role
of a woman whilst the likes of construction and engineering are associated with men. Women find themselves
having to abide by these structures with over half of the women entrepreneurs surveyed (56%) saying that social
approval or disapproval of different careers played a role in their choice of career (Cherie Blair Foundation for
Women, 2021). Regardless of the occupation, one common trend which is made evident is that women have to

face a lot more hurdles in their work and also in order to receive appreciation and recognition in society.

When focusing on the business and entrepreneurship domain, particularly, one area in which women face
heightened levels of challenges is funding (a necessary step to be able to partake in entrepreneurial ventures).
For instance, it has been reported that female entrepreneurs receive only about 2% of all venture funding, despite
owning 38% of the businesses in the USA (Kanze et al., 2017). The reason for this disparity boils down to the
biases related to age, marital status, and societal expectations that women have to face. Investors tend to consider
these factors when making financing decisions, which can hinder women’s access to funding opportunities.
There are certain theories which can explain how and why this discrimination takes place as well as the impact

of it. Two of these are discussed below:

The stereotype threat theory helps us explain how certain stereotypes which have been created for
women have the ability to take a psychological toll on them and to a very great extent demotivate them

from even venturing into the business world as they already have this inclination that they may not be
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successful. In an online survey conducted among 221 women entrepreneurs, 70% of women
entrepreneurs surveyed said that gender stereotypes have negatively affected their work as an
entrepreneur (Cherie Blair Foundation for Women, 2021). Women were held back because, unlike men,
they were encouraged to make accommodations, such as going part-time and shifting to internally facing
roles, which derailed their careers. The aforementioned creates a continuous cycle whereby there is most
often a lack of women mentors and investors and thus fewer women dare to enter the space. This can be
proven by taking the example of venture-capital-backed tech companies in Europe with statistics
showing that all-male founding teams receive 93% of the capital invested, while 5% of capital goes to
mixed teams, and only 2% to all-female teams (Credit Suisse, 2022). The ideology that the tech industry
is male-dominated has long persisted and led to predominately stronger male networks as women feel
compelled to underperform in such an industry. With “fundraising being network-based and all about
trust”, women are often left struggling to receive adequate funding. The gap in funding resulting from
stronger male networks can further be explained using the social identity theory - a theory that studies
the role of interplay between personal and social identities (Ellemers, 2019). This theory explains to a
certain extent how individuals resonate more closely with others who share similar personal and social
identities to them. Due to the stereotyping, men, tend to view their female counterparts as less likely to
be successful in business and show a preference towards male entrepreneurs. Simply put, more male

investors imply a greater percentage of funding being allocated towards companies led by men.

The Impact of Women Not Being in Business

By having fewer women in the business world, currently, all economies globally are facing a large opportunity
cost. For instance, it was found that India could boost its growth by 1.5 percentage points to 9 percent per year
if around 50% of women could join the workforce (Dixon, 2018). The statistics prove the power of women in
business in today’s economy. Furthermore, according to research by the International Labour Organization,
advancing women’s equality in business would increase the global GDP by $5.8 trillion by 2025 (Vazquez,
2021).

The key reason having women in business could add so much value may boil down to the different sets of skills
and experiences that they possess. Research by the Harvard Business Review found that women outscore men
in most leadership skills (Rafi, 2020). Women excel at the soft skills needed for entrepreneurship leadership.
While technical skill and knowledge are fundamental to career success, CEOs consistently cite soft skills-
effective communication, empathy, and self-awareness as the most desirable professional attributes. A 2016
study published by the global consulting firm Hay Group found that women outperform men in 11 of 12 key
emotional intelligence competencies (Reynolds, 2017). In 2021, the University of Sydney determined that “men
are more likely to make extreme choices and decisions than women - more likely to be at the extreme ends of

the behavioural spectrum either acting very selfishly or very altruistically, very trusting or very distrusting”
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(Styx, 2021). In line with the aforementioned, it is evident that gender diversity in leadership is good for
businesses and consequently, once again, the economy. It has been reported that firms that increased their
proportion of female partner hires by 10% saw, on average, a 1.5% spike in overall fund returns each year and
had 9.7% more profitable exits (Kemp, 2020). Moreover, companies with a female executive are worth 64%

more at first funding and 49 percent more at last funding than their all-male counterparts (Brush et al., 2014).

It is, therefore, evident that the equal partnership of women in business can positively affect not just them but
also society and the economy at large. Without their exclusion, growth is stifled and meaningful progress is not

achieved by countries (Sakho, Caruso and Acufia, 2020).

An Introduction and Critical Analysis of Microfinance

Microfinance, also called microcredit, is a type of banking service provided to low-income individuals or groups
who otherwise wouldn't have access to financial services (Kagan, 2020). Microfinance serves as an important
tool as it was founded to provide resources and money to those who are financially disadvantaged, such as those
who are unable to access checking accounts, credit lines, or loans from traditional banks. Moreover,
microfinance may also help to provide financial services to those in remote locations where traditional financial

institutions do not have operations.

Accessibility

Worldwide, microfinance loans serve almost 20 million people living in poverty. 74% of these clients are
women. For instance, at the Grameen Bank, the world’s largest microfinance institution, more than 90% of loan
clients are women (Clydesdale and Shah, 2019). Accessing financial resources is a task that many entrepreneurs
face. More particularly, it is argued that in both the developed and developing world, women entrepreneurs face
additional challenges in accessing finance. Mat and Mansor (2010) studied 436 women’s business
establishments in the state of Terengganu in Malaysia and found that women were observed to be constrained
in their access to formal bank credit as they are perceived to be risky borrowers due to a lack of adequate
collateral. Women entrepreneurs are perceived as being risky borrowers as traditional financing is collateralized
implying that some type of assets, including land, buildings, gold, etc. is required when taking a loan. On the
other hand, microfinancing is non-collateralized and there is no need for collateral or taking small debts or loans
for the poor and women, therefore more accessible to them. Today, microfinance is a global multi-billion dollar
industry with operations in all continents. As a result, over the past three decades, microfinance has become

inextricably linked to women’s empowerment in developing countries.
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Loan Size and Terms

Microloans are issued for smaller amounts with the amount varying depending on factors like the type of
business and the location. With regard to interest rates, microloans typically come at a higher interest rate but
with more flexibility, especially for women entrepreneurs, as they can be paid back in smaller instalments. The
reason why the interest rates are so high is that microfinance institutions borrow from banks with interest rates
that range from 12 percent to 15 percent, then spend about 10 percent on high costs, 5 percent to protect against
the high risk of default, 2 percent to 5 percent for supplemental support products such as insurance, and 5 percent
to 10 percent for returns for investors (HUNTER, 2011). Interest collected on microloans disbursed by MFIs
allows these organizations to grow and reach more communities. Overall, while an individual may pay less
interest than a typical credit card, they will most likely pay higher rates than if they went with a traditional bank
(Francom, 2022).

Support Services

Microlenders are community-based organizations that often provide business support services in addition to
loans. Almost 90% of India’s 90 million+ microfinance clients are women. Similarly, there are several
microfinance institutions and schemes by the Government that help women from remote areas in India set up
businesses (Instamojo, 2019). Microfinance assists in the supply of resources that benefit the poorest members
of society. Beyond just the capital resources, such institutions have a keen interest in encouraging poor people
to start their businesses - empowering them by teaching them basic skills so that they can start their enterprises
and earn money. Some microfinance institutions may also offer group lending programs, weekly repayment
schemes, or financial literacy programs. On the whole, it is observed that in addition to the microcredit loan

itself, microfinance institutions include savings programs, training courses, insurance plans, and more.

Impact and Sustainability

With regard to the impact of MFIs, World Bank economist Shahidur Khandker found that poverty rates
decreased by more than 20% points among the earliest microfinance borrowers and that this impact was
stronger for female entrepreneurs (Pradhan, 2021). As reviewed in the literature, this pattern of women being
able to use microfinance to come out of poverty and potentially empower themselves through entrepreneurship
can have myriad benefits for the economy, society and beyond. However, in certain societies, this pattern might
come at a big cost. When female entrepreneurs possess marketable, loan-worthy skills, they often find
themselves beholden to their husbands and male relatives. In almost 90 percent of cases, men control the loans
that women receive, often with adverse effects (Karim, 2013). The men may simply use the money for their
own purposes or they may force women to take out loans from multiple institutions leading to an accumulation

of debt that they are unable to repay. In a ripple effect, women who cannot repay a loan are subjected to public
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shaming by the entire community of borrowers, who are pressured hard by microfinance institutions to recover

or repay the defaulted sum themselves, lest they risk losing access to future loans.

Moving onto sustainability, in the context of microfinance institutions, sustainability in a plain sense refers to
the extent to which MFIs are able to meet their costs through interest income and other income generated in the
process of micro-lending (Deb, 2017). Microfinance institutions continue to play an ever-increasing role in the
socio-economic development of the world at large and the less developed countries in particular. Unlike
conventional banks, MFIs are hybrid institutions that contain the salient features of banks (i.e., sustainable
development, and customer satisfaction) and social development (i.e., poverty alleviation and beneficiaries).
For such purposes, MFIs are an integral part of the domestic financial system and play an active role in poverty
alleviation, economic development, women empowerment, microenterprise development, small business

initiatives and social benefits.

However, that being said, it may prove challenging for such institutions to achieve sustainability while reaching
the remote rural poor, especially those at the bottom of the income ladder, because of the high costs and risks
involved. A microfinance movement that becomes mainly commercial might shift its focus from the poorest
borrowers to relatively better-off, more conventionally safe customers. Thus, MFIs may evolve into direct
competitors with conventional banks, and the special benefit for the poorest may be lost in the search for
commercial sustainability (Kota, 2007). In line with this, proponents of the poverty lending approach claim
focusing on financial sustainability goes at the cost of lending to the poor. Lending to poor borrowers can be
very costly, which means that outreach and sustainability goals are conflicting.

Microfinance in Developing Countries - Case Studies of India, Bangladesh and Vietham

As discussed in the literature review, in general, women face more significant challenges when pursuing
entrepreneurship due to the gender stereotypes and biases that prevent them from entering the business world
by feeding into essential stages such as fundraising. The plight of women in developing countries is further
worsened because, beyond the lack of financial resources, there is a bigger lack of societal support as well as
the pressure of stereotypes and stigma of society that women generally have to face daily. While developed
countries are progressing, they are taking action to fight against these backward thoughts. Unfortunately,
developing countries are still a little behind in that aspect. In light of the severity of the situation in developing
countries with the rural areas specifically, what has stood out is the assistance that microfinance loans can
provide. On the whole, Latin America has the longest tradition of microfinance whilst in Asia and the Pacific,
countries such as Vietnam and Indonesia are the most developed in the sector of microfinance in terms of the
outreach of loans and saving facilities, although in India, China, Afghanistan, and Pakistan the outreach of
microfinance is still emerging (Aninze, EI-Gohary and Hussain, 2018). South Asia accounts for 60% of global

microfinance borrowers - more than 85 million microfinance borrowers reside in South Asia, the world’s largest
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microfinance borrowing region by population. South Asia is also the second biggest microfinance borrower, at
$36.8 billion, or nearly 30% of the global microfinance industry (Thunstrom, 2019). As per the above statistics,
this section aims to analyze the microfinance landscape in South Asian countries, including India, Bangladesh
and Vietnam.

India

Socio-economic Condition

According to the World Inequality Report, in India, the top 10% of the population earns 57% of the national
income. The female labour income share is equal to 18% which is significantly lower than the average in Asia
[21%, excluding China] (Drishti IAS, 2021). India is considered to be a developing country as 65 per cent (2021
data) of the country’s population lives in rural areas and 47 per cent of the population is dependent on agriculture
for livelihood (PIB Delhi, 2023). In recent years, urbanization in India has increased at an unprecedented rate
resulting in a significantly large resource divide between the rural and urban, particularly in the digital realm,
still persisting. For instance, statistics show that whilst 72.5 percent of urban males and 51.8 percent of urban
females have ever used the internet, only 48.7 percent of rural males and 24.6 percent of rural females qualify
for this condition (Chandola, 2022). Furthermore, the divide in India does not only exist between the urban and
rural or the upper and lower classes, instead, gender stereotypes are deeply embedded in the country and result
in gender bias being witnessed across most elements of life. In the business world, for instance, women
constitute only 13.76% of the total entrepreneurs, i.e. 8.05 million out of the 58.5 million entrepreneurs in India
whereas 86% of Indian entrepreneurs are male (Jain, 2021).

Microfinance Situation

The Reserve Bank of India (RBI) has registered 97 non-banking financial companies (NBFC) to run
microfinance institutions (Rathore, 2021). Microfinance has a great reach in the country, especially among
women. According to a report by the National Bank for Agriculture and Rural Development (NABARD), for
instance, over 70% of the microfinance beneficiaries in India are women (Chatterjee, 2023). Furthermore, India
is one of the largest microfinance markets in the world today and is therefore attracting not just domestic
investment but also several foreign investors. Some of the top microfinance institutions in India are Equitas

Small Finance Bank, Annapurna Finance Private Limited, etc.

Impact of Microfinance

The results and the impact of microfinance have been remarkable. Microfinance recorded a growth of 21% in
FY2023 at INR 3,51,521 crore, compared to the previous year’s INR 2,89,845 crore, as per a report by Sa-Dhan
(Credgenics, 2023). In terms of the impacts, microfinance has provided the poor with access to credit for

income-generating activities, breaking the cycle of poverty and enabling economic mobility. Furthermore,
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microfinance has played a pivotal role in bringing the unbanked and underbanked population into the formal
financial system, fostering financial inclusion. Moreover, the funds from microfinance have contributed to the
growth of small businesses, leading to job creation and local economic development. With regard to social
welfare, firstly, improved access to credit has enabled families to invest in education and healthcare, resulting
in improved overall well-being and secondly, through SHGs and community-based approaches, social cohesion

and community development have been facilitated.

Evidence from self-help groups in India Microfinance programmes like the Self Help Bank Linkage Program
have been increasingly promoted for their positive economic impact and the belief that they empower women.
There is a significant increase in the empowerment of women in the SHG members group. More than 60 million
Indian women currently hold small, collateral-free loans, impacting as many as 300 million families in the

country of some 1.4 billion people, according to the MFIN (Eco-Business, 2022).

Challenges Faced by Microfinance Institutions

Microfinance institutions in India are suffering from over-indebtedness. In India, MFI outreach is very low and
amounts to only 8% compared to 65% in Bangladesh (Shrestha, 2021). One of the major challenges in India
towards the growth of the microfinance sector is financial illiteracy i.e. illiteracy of the people due to which
repayment issues of loans occur. These institutions give loans without collateral which increases the risk of loan
default and bad debts. Late payments are almost 70% in MFIs, which further creates a hurdle for the institution’s
working capital and profit (Shrestha, 2021). Microfinance institutions have a low volume of transactions
whereas the cost of those transactions is fixed and high. All these issues and concerns decrease the impact that

such institutions have.
Bangladesh

Socio-economic Condition

Bangladesh tells a remarkable story of poverty reduction and development - from being one of the poorest
nations at birth in 1971, Bangladesh reached lower-middle income status in 2015. It is on track to graduate from
the UN’s Least Developed Countries (LDC) list in 2026. Poverty declined from 11.8 percent in 2010 to 5.0
percent in 2022 (The World Bank, 2023). To achieve its vision of attaining upper middle-income status by
2031, Bangladesh needs to create jobs through a competitive business environment, increase human capital and
build a skilled labour force, build efficient infrastructure, and establish a policy environment that attracts private
investment. Bangladesh has made remarkable progress in socio-economic development, as its GDP growth rose
to 8.13 per cent in 2018-19 up from 7.86 per cent the previous year. Moreover, Bangladesh is playing a leading
role in the Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC) which
groups together Bangladesh, India, Maldives, Sri Lanka, Thailand, Nepal and Bhutan in a forum for multilateral

cooperation (The Daily Star, 2019). Bangladesh’s progress on various socio-economic indicators is enabled by
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the extensive presence of small and large-scale non-government organizations (NGOs), which have led to
improved access to essential services such as sanitation and water supply at village levels. This model has also
led to more women’s participation in public spaces and households. For instance, in 2016, the female labour
force participation rate in rural areas was 38.6 percent. In 2022, it shot up to 50.89 percent, as per the latest
edition of the Labour Force Survey (Zaman, 2023). A recent research study “ Bangladesh: Looking Beyond
Garments ” revealed that the positive economic turnaround in Bangladesh is largely due to the rising presence
of women in the workplace. However, the WEF’s 2021 Global Gender Gap Report still shows a gap of 88%
between the number of men and women in managerial positions. There are 7.8 million enterprises (economic
activities) in Bangladesh Of which 7.3 million are male-headed and only 0.6 million are female-headed. Thus

only 7.2% of the total enterprises are female-headed (Business Pathsala, 2023).

Microfinance Situation

There are about 1000 listed microfinance institutions (MFIs) operating in Bangladesh (Monzur et al., 2016).
Grameen Bank, one of the first microfinance institutions in the world, was founded in Bangladesh in the 1970s
and has today expanded its operations worldwide with credit movement and more than 64 countries
implementing Grameen-type schemes including a World Bank initiative. Grameen America has 19 branches in
11 US Cities and there are 2568 Grameen branches in total (Alagappan, 2020). Grameen Bank proved for the
first time in history that impoverished people, especially impoverished women, were creditworthy and had much
higher loan-repay rates than male borrowers — even than richer borrowers. By August 2021, Grameen Bank had
9.41 million members, of which 97 percent were female (Levell, 2015). It currently operates 2,568 branches

serving 81,678 villages, covering 93 percent of villages in Bangladesh (Wang, 2022).

Impact of Microfinance

Women have been at the center of Bangladesh's microfinance institutions - with the efforts of microfinance
institutions like the Grameen Bank and BRAC, Bangladesh has made significant strides in educating girls,
giving women a greater voice in the households and the public sphere. Grameen mainly served and continues
to serve women as it finds that they generally repay loans on time, invest their money for productive purposes,

and make expenditures to improve the quality of life of family members.

In the past three decades, microfinance has become inextricably linked to women’s empowerment in
Bangladesh. Credit program participation leads to women taking a greater role in household decision-making,
having greater access to financial and economic resources, having greater social networks, having greater
bargaining power compared with their husbands, and having greater freedom of mobility. "There is marked
improvement in society's attitude toward women's asset ownership, which bodes well for women going
forward,"” says the World Bank report - reasoning that women's economic empowerment is linked to poverty

reduction as they invest more in children and communities (Mohanty, 2019).
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Challenges Faced by Microfinance Institutions

One of the biggest challenges incurred by women obtaining microfinance is the control they have over the
funds. Even when they possess marketable, loan-worthy skills, women often find themselves beholden to their
husbands and male relatives. Rural Bangladeshi women live in extended family structures. They negotiate
complex kinship and social obligations. In almost 90 percent of cases, men control the loans that women receive,
often with adverse effects (Karim, 2013). The men may simply use the money for their own purposes. When
the aforementioned factor combined with others restricts the ability of a woman to repay her microfinance loan
then she may be at risk of facing public scrutiny and shaming by the entire community of borrowers, who see
her as breaking faith with them. This can have an adverse impact whereby social pensions are heightened instead

of social solidarity being developed.

Other than not receiving timely repayments, some other challenges that microfinance institutions in Bangladesh
commonly face are related to high dropout rates among clients, increasing operational expenses, cash
management and cybersecurity, among others (UNCDF, 2019). Furthermore, in Bangladesh, micro-credit is
linked to MFI-managed informal micro insurance to cover the risk of credit liability in case of death of the
borrower or spouse. Collateral damage is not covered. In light of this, the critical issue that should be tackled in
Bangladesh is extending insurance to cover the risk of property damage to poor households due to climate
change (Macmillan, 2022).

Vietnam

Socio-economic Condition

Vietnam is considered to be a developing country as in 2019, around 65.6 percent of Vietnam's population
resided in rural areas. According to the projection, the urban population and rural population were estimated to
be even by 2030 (Statista, 2023). In 1975, Vietnam’s economy was one of the poorest in the world, now the
GDP is worth 408.80 billion US dollars, according to official data from the World Bank (Trading Economics,
2022). The urbanization that accompanied the country’s developmental progress has created concentrated
labour markets and economic activities that fostered prosperity. For instance, the average income of workers in
the third quarter of 2023 was 7.1 million VND/month, an increase of 146 thousand VND compared to the second
quarter of 2023 and an increase of 359 thousand VND compared to the same period in 2022 (General statistics
office, 2023).

That being said, Vietnam’s repetitive, prolonged war and poverty have together overshadowed gender issues.
The country’s economic development and socio-economic sustainability are marked by significant gender
imbalances. Investment in women-led start-ups in Vietnam remains a minuscule proportion of total venture
capital (only 3%) (Stephenson and Carter, 2022). This is partly because female entrepreneurs face

discrimination from investors who perceive women in business to be less skilled and less knowledgeable than
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men. There are limited opportunities for women entrepreneurs to network in Vietnam. Financial literacy rates
are significantly lower among women entrepreneurs than male entrepreneurs, leading to their subsequent

exclusion from financial markets.

Microfinance Situation

Vietnam currently has 180 microfinance institutions offering microloans and other services to the impoverished
(Access Advisory, 2021). The government of Vietnam has considered microfinance as a useful instrument for
its strategy focused on poverty reduction with a need for more efforts being made to assist women in their social
and economic integration. At one point, less than 1% of the population were microfinance clients and the growth
has remained slow - the number of microfinance clients increased on average by only 2% from 2017 through
2019 (Lambert, 2022).

Impact of Microfinance

In Vietnam, the central role the Vietnam Women’s Union plays in MSPs and with the Vietnam Bank for Social
Policies ensures that women are the primary beneficiaries of their services. Thus, microfinance has made a
positive contribution to gender equality in Vietnam. Female labour force participation in Vietnam is one of the
highest in the world and has remained as such for more than two decades. The past decade has also witnessed

a 2.4% increase in female business ownership (Stephenson and Carter, 2022).

Challenges Faced by Microfinance Institutions

It can be said that microfinance institutions are underperforming in Vietnam due to two factors; the first is
limited access to funds and the second is a general lack of a commercial mindset among MSPs (Access
Advisory, 2021). The sector’s lack of funds is a symptom rather than a cause of underperformance. Funders
require professional management, growth potential, and transparency, all of which are insufficient in Vietnam’s
microfinance sector. Furthermore, informal and political pressures keep interest rates low, which limits the
capacity of microfinance programs to reach sustainability and creates an uneven playing field. The long-term
sustainability of microfinance providers in Vietnam is a major issue, with the widespread use of subsidized
interest rates, government-supported rural banks (VBARD and VBSP) and the lack of specialization of mass

organizations and other NGO programs.

Conclusion

Entrepreneurship plays an important role in today's economy and to be able to start a business or a company,
there are many resources which are required. The main type of resource which is commonly required is capital
- one which is usually raised using different fundraising methods. However, women do tend to, overall in the

business world and specifically during fundraising, face the prevalence of gender bias. As a result, microfinance
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loans and institutions were introduced in 1974 to provide feasible solutions to women wanting to enter the
business sphere in developing countries. In line with this, this research paper aimed to discover the role of
microfinance institutions in promoting women’s entrepreneurship and economic independence in developing

countries through case studies of India, Bangladesh and Vietnam.

As discussed in the literature review there are a variety of fundraising methods which are available to
entrepreneurs, the most widely used are angel investing, crowdfunding, venture capital, bank loans and
government grants. All of them have their own specific characteristics, advantages and drawbacks but overall
a gender bias tends to persist in the fundraising arena in relation to almost all these fundraising methods. As
analysed in this paper, the stereotype threat theory and the social identity theory can help us understand the
underlying reasons why this gender bias comes into play in the fundraising landscape and consequently leads
to a greater proportion of capital being made available for male entrepreneurs than their female counterparts
The lack of a level playing field in entrepreneurship, particularly symbolized by a lack of woman entrepreneurs,

leads to both economic and social impacts.

With the above being said, microfinance emerged in the 1970s catering to mostly low-income and
disadvantaged individuals who might not otherwise have access to financial services. This also proved to stand
as a feasible solution for women, especially in developing countries, who wanted to overcome the hurdles of
the traditional fundraising landscape and find a more democratized source of funding. With regard to the
characteristics of microfinance loans, they tend to be small with higher interest rates but overall, in the bigger
scheme, are more accessible to women than traditional fundraising methods. Microfinance also comes with a

lot of support services along with the loan which presents myriad benefits.

When it comes to assessing the level of women empowerment in entrepreneurship that microfinance has enabled
in developing countries the case studies of India, Bangladesh and Vietnam can be taken as have in the paper.
For instance, in the case study of India, it was found that more than 60 million Indian women currently hold
small, collateral-free loans impacting as many as 300 million homes in India. In Bangladesh, Grameen Bank
has over 97% of borrowers as female. In Vietnam, microfinance performance has been, slowly but surely,
developing in scale and number by NGOs, banks, MFIs, and women’s organizations through public and private

financial resources.

Overall, it can be said that microfinance institutions and loans have helped enable women’s empowerment in
entrepreneurship in developing countries like India, Bangladesh and Vietnam to a certain extent. There has been
empowerment to a certain extent as it’s been evident through the statistics but there are also certain challenges
that come with microfinance loans and institutions and unique societal challenges that come with each nation
which may be preventing microfinance from reaching its full potential, consequently restricting the ability of

women to make the most of it as well.

International Journal of Novel Research and Development (www.ijnrd.org)

IJNRD2406027



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 6 June 2024| ISSN: 2456-4184 | INRD.ORG

Bibliography

AVazquez, E. (2021). How Women Business Owners Could Lead India’s Economic Growth - Forbes India
Blogs. [online] Forbes India. Available at: https://www.forbesindia.com/blog/economy-policy/how-women-

business-owners-could-lead-indias-economic-growth/.

Access Advisory (2021). Reimagining Vietnam'’s Microfinance Sector | ACCESS Advisory. [online] ACCESS
Advisory. Available at: https://www.accessadvisory.org/2021/12/10/reimagining-vietnams-microfinance-

sector/.

Alagappan, A. (2020). The Grameen Bank Story. [online] www.linkedin.com. Available at:

https://www.linkedin.com/pulse/grameen-bank-story-arunachalam-alagappan/.

Aninze, F., EI-Gohary, H. and Hussain, J. (2018). The Role of Microfinance to Empower Women. International
Journal  of  Customer  Relationship  Marketing  and Management,  9(1), pp.54-78.
doi:https://doi.org/10.4018/ijcrmm.2018010104.

Brush, C.G., Greene, P.G., Balachandra, L. and Davis, A.E. (2014). Women Entrepreneurs 2014: Bridging the
Gender Gap in Venture Capital. [online] Available at: https://www.babson.edu/media/babson/site-
assets/content-assets/about/academics/centres-and-institutes/blank-institute/global-research/diana-
project/diana-project-executive-summary-2014.pdf.

Burn-Callander, R. (2019). The five barriers to women in business. [online] The Telegraph. Available at:

https://www.telegraph.co.uk/business/women-entrepreneurs/five-barriers/.

Business Pathsala (2023). Empowering Female Entrepreneurship In Bangladesh: Breaking Barriers And
Driving Economic Growth. [online] business pathshala . Available at: https://businesspathsala.com/female-
entrepreneurship-in-
bangladesh/#:~:text=According%20t0%20the%20Economic%20Census%200f%202013%2C%20there.

BYJUS (2020). What is Entrepreneurship? Meaning, Types, Characteristics, Importance. [online] BYJUS.
Available at: https://byjus.com/commerce/what-is-entrepreneurship/#Meaning.

Chandola, B. (2022). Exploring India’s Digital Divide. [online] ORF. Available at:

https://www.orfonline.org/expert-speak/exploring-indias-digital-divide/.

Chatterjee, R. (2023). The Impact of Microfinance on Women and Other Marginalized Groups in India. [online]
www.linkedin.com.  Available at: https://www.linkedin.com/pulse/impact-microfinance-women-other-

marginalized-groups-india-chatterjee-ucvzc/.

IJNRD2406027

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 6 June 2024| ISSN: 2456-4184 | INRD.ORG

Cherie Blair Foundation for Women (2021). Gender Stereotypes and Their Impact on Women Entrepreneurs.
[online] Cherie Blair Foundation for Women. Available at: https://cherieblairfoundation.org/what-we-

do/research/gender-stereotypes-report/.

Clydesdale , H. and Shah, K. (2019). Microfinance and Women: The Micro-Mystique. [online] Asia Society.

Available at: https://asiasociety.org/education/microfinance-and-women-micro-mystique.

Concern Worldwide (2022). Gender inequality in Bangladesh: Engaging men and boys to close the gap.
[online] Concern Worldwide. Available at: https://www.concern.net/news/gender-inequality-in-bangladesh-
closing-the-gap.

Credgenics (2023). The evolution, importance, and impact of Microfinance in India. [online] Blog. Available

at: https://blog.credgenics.com/impact-of-microfinance-in-india/.

Credit Suisse (2022). Female entrepreneurs struggle to get adequate funding. [online] Credit Suisse. Available
at:  https://www.credit-suisse.com/about-us-news/en/articles/news-and-expertise/entrepreneurial-gender-gap-

funding-is-still-a-struggle-202201.html.

Deb, J. (2017). Assessing Sustainability and Its Determinants of Microfinance Institutions in India. [online]
Available at:
http://www.publishingindia.com/GetBrochure.aspx?query=UERGQnJvY2h1cmVzfC8zOTUwLnBkZnwvMz
K1IMC5wZGY =#:~:text=In%20context%200f%20microfinance%20institutions%2C%?20sustainability%20in
%20a.

Dixon, A. (2018). Women in India’s Economic Growth. [online] World Bank. Available at:

https://www.worldbank.org/en/news/speech/2018/03/17/women-indias-economic-growth.

Drishti IAS (2021). Socio-Economic Inequality in India. [online] Drishti 1AS. Available at:

https://www.drishtiias.com/daily-updates/daily-news-editorials/socio-economic-inequality-in-india.

Eco-Business (2022). Microfinance turns India’s rural women into budding entrepreneurs. [online] Eco-
Business. Available at: https://www.eco-business.com/news/microfinance-turns-indias-rural-women-into-

budding-entrepreneurs/.

Egard, P. (2019a). Is there a gender bias when female founders are fundraising? [online] IdeasVoice - Find
your partners, Empower your project. Available at: https://blog.ideasvoice.com/gender-bias-and-female-

entrepreneurs-fundraising/.

IJNRD2406027

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 6 June 2024| ISSN: 2456-4184 | INRD.ORG

Egard, P. (2019b). Is there a gender bias when female founders are fundraising? [online] IdeasVoice - Find
your partners, Empower your project. Available at: https://blog.ideasvoice.com/gender-bias-and-female-

entrepreneurs-fundraising/.

Ellemers, N. (2019). Social Identity Theory. In: Encyclopadia Britannica. [online] Available at:

https://www.britannica.com/topic/social-identity-theory.

Francom, S.R. (2022). The Pros and Cons of Financing Your Small Business with Microloans. [online]
Business.org. Available at: https://www.business.org/finance/loans/pros-cons-
microloans/#:~:text=Microlenders%20tend%20t0%20provide%20a%20pathway%20for%20small-business.

General statistics office (2023). Socio-economic situation in the third quarter and nine months of 2023. [online]
General  Statistics  Office of Vietnam. Available at:  https://www.gso.gov.vn/en/data-and-

statistics/2023/10/socio-economic-situation-in-the-third-quarter-and-nine-months-of-2023/.

Hayes, A. (2020). Venture capital definition. [online]  Investopedia.  Available at:

https://www.investopedia.com/terms/v/venturecapital.asp.

HUNTER, J. (2011). The Interest Rate Myth In Indian Microfinance. [online] Forbes India. Available at:
https://www.forbesindia.com/article/thunderbird/the-interest-rate-myth-in-indian-
microfinance/22212/1#:~:text=The%20reason%20why%20the%?20interest%?20rates%20are%20s0.

Instamojo (2019). How Useful Is Microfinancing for Women Entrepreneurs in India. [online] Blog Instamojo.
Available at: https://www.instamojo.com/blog/how-useful-is-microfinancing-for-women-entrepreneurs-in-
india/.

Jain, S. (2021). Women Make Up For 13.76 Percent Of Entrepreneurs In India; Own 20.37 Percent Of MSMEs.
[online] Forbes India. Available at: https://www.forbesindia.com/article/news-by-numbers/women-make-up-
for-1376-percent-of-entrepreneurs-in-india-own-2037-percent-of-
msmes/71731/1#:~:text=Women%20make%20up%20for%2013.76%20percent%200f.

Jones, H. (2022). What Are Gender Stereotypes? [online] Verywell Health. Available at:
https://www.verywellhealth.com/gender-stereotypes-5323771.

Kagan, J. (2020). Microfinance. [online] Investopedia. Available at:

https://www.investopedia.com/terms/m/microfinance.asp.

Kanze, D., Huang, L., Conley, M. and Higgins, E.T. (2017). Male and Female Entrepreneurs Get Asked
Different Questions by VCs — and It Affects How Much Funding They Get. [online] Harvard Business Review.

IJNRD2406027

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 6 June 2024| ISSN: 2456-4184 | INRD.ORG

Available at: https://hbr.org/2017/06/male-and-female-entrepreneurs-get-asked-different-questions-by-vcs-

and-it-affects-how-much-funding-they-get.

Karim, L. (2013). The Hidden Ways Microfinance Hurts Women. [online] Brandeis Magazine. Available at:
https://www.brandeis.edu/magazine/2012/fall-winter/inquiry/karim.html.

Kemp, L. (2020). Having women in leadership roles is more important than ever, here’s why. [online] World
Economic Forum. Available at: https://www.weforum.org/agenda/2020/03/more-women-in-leadership-

shouldnt-matter-but-it-really-does/.

Kota, I. (2007). Microfinance: Banking for the Poor. [online] Finance and Development | F&D. Available at:
https://www.imf.org/external/pubs/ft/fandd/2007/06/basics.htm.

Lambert, D. (2022). Bold Reforms Can Unleash the Power of Microfinance in Viet Nam | Asian Development
Blog. [online] blogs.adb.org. Available at: https://blogs.adb.org/blog/bold-reforms-can-unleash-the-power-of-

microfinance-in-vietnam.

Levell, C. (2015). Microfinance and the Grameen Bank . [online] Learningtogive.org. Available at:

https://www.learningtogive.org/resources/microfinance-and-grameen-bank.

Macmillan, P. (2022). Microfinance in Sustainable Development and Economic Growth in Bangladesh.
Springer eBooks, 978-981-15-1244-5(10.1007/978-981-15-1244-5 _16), pp.419-448.
doi:https://doi.org/10.1007/978-981-15-1244-5 16.

Mat, A.B.C. and Mansor, N. bin (2010). The significance of psychology and environment dimensions for
Malaysian Muslim women entrepreneurships venturing. Journal of Human Sciences, [online] 7(1), pp.253-269.

Available at: https://www.j-humansciences.com/ojs/index.php/ijhs/article/view/972 [Accessed 8 Nov. 2023].

Mohanty, P. (2019). What can India learn from Bangladesh’s microfinance institutions? [online] Business
Today. Available at: https://www.businesstoday.in/latest/economy-politics/story/what-can-india-learn-from-
bangladeshs-microfinance-institutions-rural-poor-banking-sector-micro-credit-programmes-238518-2019-11-
01.

Monzur, M., Bhuiya, M., Khanam, R. and Rahman, M. (2016). Microfinance Operations in Bangladesh-An
Overview. [online] Available at:
https://core.ac.uk/download/pdf/211500475.pdf#:~:text=There%20are%20about%201000%20listed%20micro
%?20finance.

IJNRD2406027

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 6 June 2024| ISSN: 2456-4184 | INRD.ORG

Nguyen, M.-N. (2022). Topic: Urbanization in Vietnam. [online] Statista. Available at:

https://www.statista.com/topics/7566/urbanization-in-vietham/#topicOverview.

O’Connell, B. (2022). What Are Angel Investors? [online] Forbes Advisor INDIA. Available at:

https://www.forbes.com/advisor/in/investing/what-are-angel-investors/.

Philipp, J. (2023). How Grameen Bank in Bangladesh is Reducing Poverty. [online] The Borgen Project.

Available at: https://borgenproject.org/grameen-bank-in-bangladesh.

PIB Delhi (2023). ECONOMIC SURVEY HIGHLIGHTS THRUST ON RURAL DEVELOPMENT. [online]
pib.gov.in. Available at: https://pib.gov.in/PressReleasePage.aspx?PRID=1894901.

Pradhan, R. (2021). The Role of Microcredit Loans in Women's Economic Empowerment. [online] Center for
International Private Enterprise. Available at: https://www.cipe.org/blog/2021/03/18/the-role-of-microcredit-

loans-in-womens-economic-empowerment/.

Rafi, T. (2020). Council Post: Why Women Entrepreneurs Are Critical To Economic Growth. [online] Forbes.
Available at: https://www.forbes.com/sites/forbesbusinesscouncil/2020/05/18/why-women-entrepreneurs-are-

critical-to-economic-growth/?sh=3956ebc54523.

Rathore , M. (2021). India: number of microfinance institutions by city 2022. [online] Statista. Available at:
https://www.statista.com/statistics/1244619/india-number-of-microfinance-institutions-by-city/.

Reynolds, K. (2017). Women in business: advantages, challenges, and opportunities Hult Blog. [online] Hult

Blog. Available at: https://www.hult.edu/blog/women-in-business-advantages-challenges-and-opportunities/.

Sakho, S., Caruso, G. and Acufia, M. (2020). Progress without women is not possible. [online]
blogs.worldbank.org. Available at: https://blogs.worldbank.org/latinamerica/progress-without-women-not-

possible.

Segqal, T. (2021). Government Grant. [online] Investopedia. Available at:

https://www.investopedia.com/terms/g/government-grant.asp.

Shrestha, S. (2021). 9 critical challenges faced by Microfinance companies . [online] Finflux Blogs. Available
at: https://finflux.co/blog/microfinance-2021-challenges-ahead/.

Smith, T. (2022). Crowdfunding: What It Is, How It Works, Popular Websites. [online] Investopedia. Available

at: https://lwww.investopedia.com/terms/c/crowdfunding.asp.

IJNRD2406027

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 6 June 2024| ISSN: 2456-4184 | INRD.ORG

Statista (2023). Vietnam: distribution of population between urban and rural areas. [online] Statista. Available
at: https://www.statista.com/statistics/1195077/vietnam-population-distribution-between-urban-and-rural-

areas/.

Stephenson, E. and Carter, J. (2022). A report drafted for Strengthening Female Entrepreneurship in Vietnam:
Challenges and Innovative Solutions. [online] Available at:
https://giwl.anu.edu.au/sites/default/files/docs/2022/11/GIWL%20publication%20copy.pdf.

Styx, L. (2021). Men More Likely Than Women to Make ‘Extreme’ Choices, Study Suggests. [online] Verywell
Mind. Available at: https://www.verywellmind.com/men-more-likely-than-women-to-make-extreme-choices-
study-suggests-5188472.

Thanh, L.B. (2021). The Impact of Microfinance on Women Empowerment in The Case of Vietnam.
Technological University Dublin. [online] doi:https://doi.org/10.21427/94nd-b949.

The Daily Star (2019). ‘Bangladesh makes remarkable progress in socio-economic development’. [online] The
Daily Star. Available at: https://www.thedailystar.net/country/news/bangladesh-makes-remarkable-progress-

socio-economic-development-1808386.

The World Bank (2023). The World Bank In Bangladesh. [online] World Bank. Available at:
https://www.worldbank.org/en/country/bangladesh/overview.

Thunstrom, T. (2019). 27 Microfinance Statistics You Need to Know. [online] Fit Small Business. Available at:

https://fitsmallbusiness.com/microfinance-statistics/.

Trading Economics (2022). Vietnam GDP. [online] Tradingeconomics.com. Available at:

https://tradingeconomics.com/vietnam/gdp.

Trisha (2014). Bank Loans: Meaning, Features, Advantages and Disadvantages. [online] Your Article Library.
Available  at:  https://www.yourarticlelibrary.com/financial-management/sources-of-finance/bank-loans-

meaning-features-advantages-and-disadvantages/43846.

UNCDF (2019). Digital Transformation of MFIs in Bangladesh Opportunities, challenges and way forward
About  this  report  Background. [online]  Available at:  https://www.microsave.net/wp-
content/uploads/2019/05/190418 -Digital-Transformation-MFIs-Bangladesh-
Report.pdf#:~:text=The%20microfinance%20sector%20in%20Bangladesh%20has%20seen%20unprecedente
d.

IJNRD2406027

International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

© 2024 IJNRD | Volume 9, Issue 6 June 2024| ISSN: 2456-4184 | INRD.ORG

Wang, Z. (2022). Empowering women: Grameen Bank and its pioneering programs — China Development Brief.
[online] chinadevelopmentbrief.org. Available at: https://chinadevelopmentbrief.org/reports/empowering-

women-grameen-bank-and-its-pioneering-programs/.

Zaman, M.A. (2023). Rural Bangladesh: Women labour force on the rise. [online] The Daily Star. Available

at: https://www.thedailystar.net/news/bangladesh/news/rural-bangladesh-women-labour-force-the-rise-
3302001.
International Journal of Novel Research and Development (www.ijnrd.org)



http://www.ijrti.org/

