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ABSTRACT: Microfinance initiatives have long been advocated as tools to boost the entrepreneurial capacity of women in rural
economies; mostly through better access to credit. However, there is now increasing evidence that credit alone may not be
sufficient to guarantee the success of entrepreneurial activity among women in rural Africa, especially in the context of structural
constraints, socio-economic and cultural factors that predominantly affect women. This paper focuses on the degree of impact
that microfinance programs, including access to credit, financial literacy, training and mentorship, can exert on the success rate
of entrepreneurship among rural women, as well as the changes in impact that may happen depending on the socio-economic
and cultural context of a community. Using a secondary research methodology, the study synthesizes evidence from peer-
reviewed academic literature, systematic reviews, and reports by international development institutions such as the World Bank,
the International Finance Corporation, CGAP and IFAD. The multiple dimensions of entrepreneurial success are also examined in
the analysis, such as entrepreneurship creation, survival of the business, increase in income, and autonomy in decision making.
Findings from studies on the topic show that even though access to microcredit is associated with greater rates of business
initiation, the effects on longer-term performance and profitability are greatly mediated by financial literacy, business training,
and mentorship support (Armendariz & Morduch, 2010; IFC, 2014). Furthermore, the impacts of microfinance interventions also
vary significantly by region depending on variations in education levels, household dynamics, institutional quality, as well as
dominant gender norms (Sharma, 2018; IFAD, 2014). By considering both financial and non-financial mechanisms in one single
analytical framework, this paper is a contribution to the literature on gendered entrepreneurship, focusing on the contextual
conditions under which microfinance programmes are likely to result in significant and sustainable entrepreneurial outcomes for
rural women.

INTRODUCTION

Women's entrepreneurship has been widely acknowledged as an important factor in the rural economy development, the
reduction of poverty and social change in developing and emerging economies. In rural areas where there is limited access to
formal employment, women-owned enterprises play an important role in income diversification, food insecurity and resilience to
crises. Despite their importance, rural women entrepreneurs are confronted with consistent and persistent barriers such as access
to finance, low education and financial literacy, restricted mobility and anchored gender norms, which restrict participation in
markets (IFAD, 2014; Sharma, 2018). These problems have prompted policymakers and development institutions to advocate
microfinance as one of their main instruments for fostering women's entrepreneurship.

Microfinance programs were originally aimed at solving credit market failures by providing small loans with no collateral to
individuals in countries who are not served by traditional banking systems. Over time, their scope broadened to cover savings,
insurance, financial literacy, business training and mentorship and particularly for rural women (Armenddariz & Morduch, 2010).
The underlying assumption of such interventions is that access to financial resources helps women to start or grow
microenterprises in order to increase income and autonomy and household welfare. Consequently, microfinance has become one
of the most widely applied development strategies in South Asia, Sub-Saharan Africa and Latin America (CGAP, 2015).

However, evidence on effectiveness of microfinance in improving the success of entrepreneurial activities among the rural women
is mixed. While access to microcredit has been linked to increased rates of business entry and self-employment, consistent
improvements in terms of profitability, productivity and long-term survival of enterprises is less apparent (Morduch, 1999;
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Sharma, 2018). In some cases, the small size of loans, pressure to repay and lack of access to markets have limited business growth,
and prompted more attention to the role of complementary non-financial interventions.

Financial literacy and business training have shown to be important mediating factors between access to credit and outcome as
entrepreneurs. Limited understanding of interest rates, cash flow management and pricing strategies may undermine the
productive use of credit (OECD, 2019). Programs combining both lending and financial education and context-specific training
have demonstrated greater impacts on business decision-making and resilience than the credit only models (IFAD, 2014; Lestari,
2025). In addition, mentorship and peer networks (often enabled through group-types of lending structures), can increase social
capital, confidence and market access for rural women (Leatherman & Dunford, 2010).

This paper addresses the effect that microfinance programs, through credit provision and other complementary interventions
(i.e., financial literacy, training and mentorship), have on the entrepreneurial success of rural women in socio-economic and
cultural contexts as diverse as those of the United States and Thailand. The paper relies on secondary research methods by
collecting and summarizing latest research articles and reported data from international development institutions, and highlights
current research and analyzes the conditions for microfinance to be a sustainable tool for women entrepreneurship.

Analytical Framework and Theoretical Underpinnings

The link between MF programs and entrepreneurship outcomes of the rural women is multifaceted and nuanced, extending the
credit application to other areas such as social networks/institutional environments and human capital building. This is achieved
through an integrated framework, based on the concepts of financial inclusion theory and human capital theory, social capital
theory, empowerment theory and institutional theory, to capture this complexity. When taken together these views reflect the
interaction between access to credit, financial literacy, training and mentoring and the outcomes of entrepreneurship in a variety
of socio-economic and cultural settings.

Financial inclusion theory that seeks to address liquidity constraint issues in accessing formal financial services that allows for the
opportunity of a range of productive investments due to their benefit to the economy, particularly to marginalized groups
(Armendtiny & Morduch, 2010), lies at the foundation of interventions in microfinance. Women face discrimination from
traditional banking in rural economies due to problems of securing collateral, having irregular income and because of
discriminatory norms. Microfinance Institutions (MFls) attempt to mitigate these failings by offering microloans, usually with no
collateral, and sometimes, in group lending schemes as well. Empirical evidence reveals that in the majority of cases, the
microfinance clients are women. According to CGAP estimates, women make up about 80% to 85% of microfinance borrowers
across the world, which reflects the strong gender orientation of the sector (CGAP, 2015).

Global Average #/ WORLDWISE
&, MICROFINANCE

WorldWise Microfinance. (2025). Global microfinance metrics. https://worldwisemicrofinance.org/why-microfinance/qlobal-

microfinance-metrics/

Global data shows that 84% of microfinance borrowers are women, which means that there is a strong gender focus in outreach
(WorldWise Microfinance, 2025). This pattern highlights gendered nature of many microfinance initiatives and need for
customisation of the financial services according to the entrepreneurial needs of women.
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While access to credit lowers the barriers of entry to entrepreneurship, financial inclusion theory also understands that access to
credit is not enough to ensure better business performance. There are several studies documenting that despite microcredit and
enterprise initiation rates increasing, its impact on profitability and on the sustainability and longevity of businesses are often
modest or inconsistent (Morduch, 1999; Sharma, 2018). This limitation raises the need to explore complementary mechanisms
that exert an influence on the use of financial resources.

Human capital theory offers an important explanation for disparate results that are seen in microfinance programs. According to
this theory, education, skills, and knowledge have an impact on the productivity and ability of individuals to make informed
economic decisions. In rural contexts, many female entrepreneurs also work with poor financial literacy and managerial skills that
limit their capacity of using loans to later transform them into sustainable business growth (OECD, 2019). There is quantitative
evidence that financial literacy plays an important role in the outcomes of enterprise. For example, according to the surveys carried
out by the Organisation for Economic Cooperation and Development (OECD), women in low-income and rural settings score at
least 10 points lower (20 per cent less) than men in measures of financial literacy that cover budgeting, saving and investment
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(OECD, 2019). OECD/INFE International Survey of Adult Financial Literacy — Gender Differences
https://www.oecd.org/en/publications/joining-forces-for-gender-equality 67d48024-en.htm#section-d1e54824

As measured by the 2020 edition of the survey on financial literacy, i.e. OECD/INFE International Survey of Adult Financial Literacy,
the average score on financial knowledge was 4 points higher for men than for women (in some countries, the gap was more than
10 points).

Financial literacy training offered as part of microfinance schemes has been shown to improve loan utilization, record keeping and
loan repayment behavior. Studies that synthetically analyzed data from numerous developing countries have concluded that
women whose access to structured financial education is combined with access to credit are more likely to re-invest profits and
sustain positive cash flows than those that only have access to credit (Lestari, 2025). Business and vocational training further
contribute to the strengthening of human capital, as it is this that provides women with skills that are market relevant pricing,
inventory management and customer engagement in a way that boosts productivity in enterprises (IFAD, 2014).

However, very few individual skills or competencies are sufficient to explain entrepreneurial success in rural situations. Social
capital theory focuses on the role of networks, trust and collective learning in influencing economic behavior. Rural women
entrepreneurs tend to use informal networks for information and risk sharing, as well as for emotional support. Group-based
microfinance models, such as the self-help group and joint-liability lending models, generate social capital by bringing aspects of
learning from peers and mutual accountability (Leatherman & Dunford, 2010). Empirical studies report that women that
participate in group-based programs are showing higher repayment rates and business continuity than individually financed
counterparts. For instance, information from South Asian self-help group programs indicates more than 95% repayment rates,
together with the survival of the enterprise (IFAD, 2014).
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D’Espallier, B., Guérin, 1., & Mersland, R. (2011). Women and repayment in microfinance: A global analysis. World Development,
39(5), 758—772. https.//doi.orq/10.1016/j.worlddev.2011.02.002

D'Espallier, Guérin, and Mersland (2011) studied the impact of the female representation of borrowers in microfinance institutions
(MFIs) on financial performance and financial risk indicators. They note that those institutions with a larger percentage of females
among borrowers tend to have less portfolio risk; that is, fewer loans that are overdue and fewer write-offs. The study further
indicated that the operational sustainability of MFIs that had fewer women borrowers compared to those with a special focus on
female clients showed a similar or better performance. The results of this study strengthen the idea that women are good
borrowers and have positive impact on the financial well-being of the microfinance programs. Even though it is good to have high
repayment rates for institutional sustainability this does not necessarily reflect good entrepreneurial performance, because there
are other factors that play a role in a business' growth, profitability, and sustainability as a whole besides repayment.
Mentorship is a type of social capital focused on network of novice entrepreneurs in contact with experienced peers or facilitators
who offer guidance, motivation and problem-solving support. Mentorship participation has been found to improve
entrepreneurial confidence and an entrepreneurial strategic planning process, especially in environments where women
experience mobility and information constraints. Systematic reviews already suggest that the impacts of mentorship-based
interventions are stronger in terms of business sustainability compared to one-time training programs, which are even stronger
when paired with continued financial services (Leatherman & Dunford, 2010).

Empowerment theory goes further with the analytical framework by relating economic participation to changes in agency and
decision-making power. From this perspective, the success of entrepreneurship is not limited to income and growth of business,
but also includes women's control over resources and participation in household and community decision-making (Kabeer, 1999).
Quantitative evidence suggests that women involved in income-generating activities by way of microfinance can be expected to
report to be more involved in household financial decision-making. For example, according to IFAD (2014), in several of the rural
programs, over 60% of women borrowers saw real gains in decision making power after exposure to microfinance programs.
Institutional theory helps us more by offering a macro-level perspective for understanding why microfinance outcomes are
different in terms of socio-economic and cultural contexts. Formal institutions (such as legal frameworks, property rights, and
market infrastructure) determine access to inputs and opportunities, and informal institutions (such as social norms, gender roles
and expectations about appropriate economic behavior) determine what is acceptable economic behavior for women (North,
1990). In many rural areas there are restrictive norms in relation to women's mobility, interaction with the market and ability to
scale up enterprises beyond subsistence. As a consequence, similar microfinance interventions can have different impacts in
different countries and communities based on institutional quality and cultural constraints (Sharma, 2018).

These theoretical streams are merged together and addressable in the analysis performed in the paper as regards the success of
entrepreneurship defined as a multi-dimensional phenomenon, which is influenced by the interaction of access to finance, human
capital, social capital and institutional environment.

Access is seen as condition, but not enough, as Financial literacy and training improvement supports access, socio economic and
socio-cultural factors moderate the access, as do Mentorship and group participation, which strengthen the social capital. This
holistic approach will create a framework for systematic analysis of empirical evidence on impact in the regions described in
subsequent sections and for documentation of variations in impact seen in microfinance by its users in various regions.
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Methodological Approach and Data Sources

This study is focused on the relationship between microfinance interventions and their impact on entrepreneurial outcomes of
rural women, and quite similar to an 'assembled' synthesis of the empirical literature. The argument is constructed from a wide
variety of academic research and institute documents, generally examining the functioning of microfinance programmes in various
socio-economic (and cultural) contexts. This also provides the opportunity to contrast the implications of women having access to
credit along with other elements such as financial training sessions and regular assistance, etc., depending on the institutional
rules in place in the local community, as well as the region.

The evidence used in what the review uses is not just a single type of evidence. It relies on regularly-published journal articles,
multi-country microfinance data compilations, program evaluations and on the outputs of such well-established development
organizations as World Bank, International Finance Corporation (IFC), International Fund for Agricultural Development (IFAD),
CGAP and the Organisation for Economic Cooperation and Development (OECD). The chosen sources are methodologically
transparent, and they offer many examples of regions with significant rural populations, as well as being widely cited in
development economics and entrepreneurship research projects, often those having a gender focus.

The analysis includes results from studies that use a bunch of empirical strategies, like cross-sectional studies of microfinance
institutions, longitudinal program evaluations and randomized or quasi-experimental studies. Such variation allows the study to
look both at short-term and longer-term entrepreneurial outcomes including from enterprise creation to business survival, income
generation, repayment behaviour and autonomy in decision-making. If possible quantitative indicators (such as portfolio-at-risk
ratios, write-off rates, loan sizes, financial literacy scores and income changes) are used in a somewhat flexible way (D’Espallier et
al., 2011; IFAD, 2014) to facilitate comparative interpretation.

For keeping the reviewed studies in the context of being relevant, but also consistent, for the most part they take a closer look at
rural women entrepreneurs or exactly microfinance schemes which are targeting a clear identifiable group of women borrowers.
Special focus is placed on interventions incorporating financial services with the non-financial components, such as financial
education, business training and coaching. That ‘integrated' design model continues to receive more coverage in the literature so
it is carried out as a defining angle. Evidence from programs in urban areas, or evidence other than from research that has a clear
connection to entrepreneurship outcomes, is not really emphasized.

The analytical process is, sort of, breaking the literature into categories—credit access, financial literacy, training, mentorship, and
comparing the results reported about the various areas or types of institutional settings. Indeed, that configuration can be
beneficial to assessing variation to program effectiveness by socio-economic drivers such as education, household structure, and
market access, and even cultural elements like gender norms and mobility constraints (CGAP, 2015; OECD, 2019). Patterns,
compared across contexts, indicate results related to common trends with the potential to also uncover the reasons why
entrepreneurial success varies.

This type of strategy creates wide coverage and enables cross-inferring the findings across settings, but it does also somewhat
require you to be careful with how you draw conclusions about the outcomes because the definition of outcomes, methods of
measurement, even program designs differ from study to study. These differences are clearly noted in the discussion and so it is
not becoming an overgeneralizing. Rather, the discussion remains more analytical and, in essence, that's what it's about.

4. ACCESS TO CREDIT AND ENTREPRENEURIAL OUTCOMES

Access to credit is broadly taken as a major facilitating thing for entrepreneurship, particularly for women in rural areas and also
in low-income communities, where there is often no real access to formal financial markets. In a sense credit works by easing
liquidity constraints: it can let women start income producing activities, steady up consumption and put money into productive
assets. But, even if credit has been frequently mentioned as an essential channel for women’s economic empowerment at the
beginning, there is now more and more evidence that simply having access to finance, isn’t, by itself, sufficient for lasting
entrepreneurial success. And the way credit connects with entrepreneurial results is shaped by structural constraints, specific loan
design elements, and the overall economic situation where women are working.

4.1 Credit Constraints Experienced by Rural ladies

Rural women entrepreneurs are faced with a unique set of credit constraints which hinder access to and the effective use of
financial resources. Traditional banking systems usually depend on collateral requirements, formal documentation of income and
credit histories, all of which are requiring and generate criteria that systematically exclude many women because of lower asset
ownership, and also because of informal employment and gendered norms of inheritance. As a result, women are persuaded to
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rely on informal lenders or microfinance institutions, which although more accessible, often provide small loan sizes and inflexible
structures for loans.
In addition to institutional restrictions, women's access to credit is hampered by social and cultural norms and expectations.
Women in the rural areas are constrained in their mobility, limiting access to markets, training programs and financial institutions.
In case of microfinance programs in rural areas of Bangladesh, for instance, traditional division of work by gender frequently
inhibits women's direct access to financial service providers such as banks, in so far as they need to get permission from male
members of the family to travel outside the house (Kabeer, 2001). Power in household decision making is also likely to be unequally
distributed as male family members may determine the loan amount or determine how the loan funds' are used once they have
been disbursed. These dynamics result in lower women's autonomy in accessing their financial resources and can limit the
entrepreneurial opportunities which the use of credit funds is supposed to give to them.
Information asymmetries and financial literacy gaps aggravate these limitations. Limited exposure to formal financial products can
limit women's ability to choose the right loan terms or manage their loan repayment schedules well. Consequently, even when
credit is available, rural women may not be able to make full use of it to expand or diversify their business.
Gender gaps in access to financial resources are observed for all income groups. Globally, men are more likely than women to
borrow or save for business-related purposes-the difference is apparent in all types of economies, low-, middle-, and high-income
alike (World Bank, 2022).

Men are more likely to borrow and save to start, operate and expand

businesses than women

roporton of Individuals who . 10 start. operate, or expand 3 farm of business (% of age 15+)
. Male Female

World

barmowed ‘3
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22%
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High income

World Bank. (2022). Gender differences in financial behavior: Borrowing and saving for business purposes.
INhttps://www.worldbank.org/en/publication/qglobalfindex

Gender, income, and enterprise Gender differences in borrowing and saving to start, operate or expand a business across income
groups. The figure demonstrates that men always report higher rates of borrowing and saving on business than women, especially
in high-income and middle-income economies.

4.2 Effect of microcredit on Entry and Survival of Businesses
Microcredit has been at the heart of increased financial accessibility for women entrepreneurs, especially women living in rural
areas. By providing small collateral-free loans, microfinance institutions hope to support entry into business for those individuals
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who otherwise would be excluded from formal finance. The empirical evidences shows that access to microcredit can boost the
probability of women to start a small enterprise, especially in retail and agricultural related activities and home based production.
But the impact of microcredit on the viability and sustainability of enterprises is less certain. Although credit can help someone
gain entry into a market, continued operation relies on other attributes, such as markets and management ability and demand
conditions. Most women's businesses are small, and operate in crowded local markets with small market sizes. Consequently,
micro-credit has mostly been directed towards subsistence entrepreneurship and not towards business transformation.

The impact on business survival is also varies from one to another situation. If the environment has low infrastructure strength or
is fluctuating, there is likely to be short-term benefits of credit. Enterprises may survive only so long as there is a flow of credit, so
this raises questions of dependency rather than of long-term viability. This indicates that what is needed is not to make a credit a
guarantee of entrepreneurial success.

4.3 Loan Size, Repayment Pressure, and Risk

Loan design features - especially the size of the loans and repayment schedules - are critically important in determining the
entrepreneurial outcomes. While keeping the lender safe, small loan sizes could be too small to be very useful in economically
viable investments in productive assets or in technology. If the size of the loans are too small, loan-dependent women
entrepreneurs can use loan revenue for working capital or simply consumption smoothing instead of expanding their enterprises,
and hence the productivity gain from the project will be lesser.

Another important factor influencing is the pressure of repayment. Numerous microcredit models require regular loan repayment,
beginning shortly after the loan is dispersed. If the business is new, or seasonal, that structure can create a liquidity strain on a
business as the entrepreneurs are forced to redirect funds (or income) of the company for repayment needs along the repayment
schedule. Women can be pushed into further borrowing or asset sales and become even more vulnerable in terms of finances in
some cases.

When it comes to women working under challenges, there is a direct linkage between pressure of repayment and risk. Exposure
to health shocks, climate variability or household emergencies can have an impact on cash flows, making rigid repayment
schedules difficult to be applied. High rates of repayment are frequently cited but are a mask for the amount of stress and risk
that exists on the books of the program, especially that of the women (with limited coping resources) on the books.

4.4 Sources of Evidence from Developing Economies

Welcome to the world of developing economies, and there you'll find mixed evidence on the impact of credit access for women
entrepreneurs on entrepreneurial outcomes. The greater access to, and the improvement of, microcredit in many low and middle
income countries has been correlated with a modest increase in income for the business and household. However, there are lots
of uneven & context-specific gains.

Studies from throughout South Asia, Sub-Saharan Africa, and Latin America have found credit to not be a sufficient factor on its
own to create significant increases in profits or employment among women-owned enterprises. Instead, things really depend a
lot on complementary factors like education, access to markets, the quality of the infrastructure, and social norms. In areas where
women have substantial mobility or time constraints resulting from unpaid care burden, there is a particularly restricted
entrepreneurial returns to credit.

There is significant evidence that women borrowers typically demonstrate strong repayment rates concurrently. As mentioned
above, D'Espallier, Guérin and Mersland (2011) made the interesting observation that higher female borrower ratio in
microfinance institutions resulted in lower levels of portfolio risk and write-off rates. This has cemented the image of women
being "reliable" borrowers, and banks therefore increase the lending of money to women. However, good repayment outcomes
are by no means a good representation of entrepreneurial welfare and business resilience, demonstrating a disconnect between
financial performance measures and development outcomes.

4.6 Limitations of Credit Only Models

In recent literature on women entrepreneurship, however, the constraints of the credit-only models have emerged in the
foreground. While credit may help overcome liquidity issues, it does not help solve deeper barriers amongst people due to skill
deficiencies, discrimination from the market, and gendered power relations. A lack of training, networks and access to supportive
infrastructure can prevent women entrepreneurs from leveraging this financial asset into long-term economic monetary returns.
Furthermore, interventions that are aimed at increasing credit access can have unexpected effects if women can access loans
without any thought to the viability of their business or whether it will assist women in their homes. The emphasis on repayment
discipline can impose an adverse burden on borrowers particularly when income countries are volatile. This raises the issue of
over indebtedness and the longer term effects of reborrowing on overall welfare.
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However, a narrow vision with regard to credit can lead to the disregard of the heterogeneity of women entrepreneurs. The
volume of credit as well as capacities differ significantly across household groups, education, sector and location. It is difficult,
therefore, to adapt uniform loan products to satisfy the different needs of women entrepreneurs and the benefits derived from
their use is also limited.

In sum, access to credit provides an important groundwork for enabling women's entrepreneurial activity but is an inadequate
single step in order for things to get any meaningful and sustained. Credit is one of the factors that helps to ease entry to a market
and stay in it for short periods, but its structure and the fact that it has to be repaid, as well as other structural conditions in a
market, affects its scope. It is essential to take the limitations mentioned above into account, however, so that more
comprehensive interventions are designed to enhance the entrepreneurial abilities of women in the developing economies in the
long term, through additional measures such as access to finance and supplementary support measures.

5. FINANCIAL LITERACY, TRAINING AND MENTORSHIP AS COMPLEMENTARY MECHANISM

While access to credit can help rural women entrepreneurs in overcoming liquidity constraints, the effectiveness of credit relies
to a large extent on women's capacity to manage financial resources, make informed business choices, and manage against market
risks. Financial literacy, entrepreneurial training, and mentorship therefore serve as important supplementary mechanisms in
enhancing human and social capital and support an improved and more productive use of financial access by women.

5.1 Financial Literacy and Decision Making in Business

Financial literacy affects entrepreneurial outcomes by forming women's strategy of planning, allocating and managing financial
resources. Many rural women have very low exposure to formal financial systems which may lead to poor understanding on what
interest rates are, what their obligations are to repay debt, save, and how to manage risks. These gaps mean that the effective
use of credit is not as good as it could be and that their vulnerability to financial stress is greater.

Financial educated females are more inclined to split up the resources of their property and business and be able to consider the
cost of borrowing, and they're more strategic in planning investments. Such skills are extra important in rural economies based
on income volatility and seasonality. This hustle among financial institutions that is as a result of financial literacy also promotes
financial autonomy of women in economic decision making. Yet the results will be inconsistent depending on the design of
interventions, Short term or generic interventions may generate some level of behaviour change, however the longer
interventions and more specific to what are being targeting the better the results will be.

5.2 Entrepreneurial Training/Skills Development

Entrepreneurial training is not limited solely to financial knowledge but also to entrepreneurial training like record-keeping, price,
inventory management, and marketing skills. For many rural female participants in necessity entrepreneurship, such training is
part of the process of moving from informal to more organized forms of entrepreneurship. Research in developing countries has
indicated that women who received business training and training on how to access credit, also present better business planning,
operational efficiency and income stability. In Peru, for instance, Karlan and Valdivia (2011) discovered a higher level of business
knowledge among the female clients of microfinance who underwent a business training program, more business records, and
better outcomes of enterprise management than clients with just microfinance programs. The same can be said for agricultural
and non-farm rural enterprises where women's capacity to better use financial resources is strengthened through the training (De
Mel et al., 2014).

However, the influences of training are uneven. Time constraints pertaining to unpaid care work are often a factor, and off-the-
shelf curricula may not be appropriate to the education level or type of enterprise. Training effectiveness therefore depends on
the elements of flexibility, accessibility and relevance to the local livelihood.

5.3 Mentorship, Social Capital, and Done Deals

Mentorship and peer networks can offer support outside of technical skills such as providing guidance, role models or information
access. For rural women, which are often disadvantaged from participating in formal business networks, mentorships can help
increase access to the market, confidence and problem-solving ability. Group-based models and cooperatives are also associated
with social capital, knowledge sharing and collective action.

However, the challenges are faced to mentorship initiatives in terms of mentors' availability, sustainability of the initiatives, and
scalability of the initiative. In low-quality settings, informal peer mentoring is not an option, whereas formal systems require
continued resources which limits reaching in low-quality settings.

JEFMS, Volume 09 Issue 07 July 2026 www.ijefm.co.in Page 3721



http://www.ijefm.co.in/

To What Extent Do Microfinance Programs Improve the Entrepreneurial Success of Rural Women? Evidence from
Credit Access, Financial Literacy, Training, And Mentorship Across Socio-Economic and Cultural Contexts

5.4 Interaction Effects between Credit and Capacity Building Interventions

The interaction between intervention in terms of credit and capacity building is found to be key entrepreneurial outcomes. How
these are used effectively is determined by financial literacy, training and mentorship and credit as a resource for investment.
Women's efficiency managing risk and repayment pressure on their enterprise is associated with better enterprise survival and
better income management practice, via integrated approaches.

Analyze the tensions and disparities found within different contexts.

These interventions, however, do not work for every woman, and are unhelpful to many. Limits of low literacy rates, saturated
markets and restrictive gender norms can be limiting the return. In some cases resistance in the household or local community
and restriction of enterprise growth will occur in cases when higher skills or income lead to resistance. The actions illustrate the
importance of designing capacity building interventions in more comprehensive and context specific supporting systems.

6. POLICIES AND OTHER INSTITUTIONAL CONTEXTS AFFECTING ENTREPRENEURIAL OUTCOMES

The results from microfinance interventions on women entrepreneurs' success vary greatly from one social-economic and cultural
environment to another. Access to credit interacted more or less with financial literacy, training and mentorship, resulting in
heterogeneities at regional and group level regarding outcomes in relation to local economic conditions, social norms and
institutional environments.

Socio-economic conditions are a strong factor in returns to entrepreneurship. In poor rural communities, the enterprises of
women are frequently necessity-driven, small in scale, and are concentrated in low-productivity activities. Weak infrastructure,
limited access to markets and economic shocks limit the ability of enterprises to grow, even where financial and training resources
are made available. As a consequence, microfinance in such contexts often provides for income smoothing and short-term
business survival, rather than more participative growth in the medium to longer term. In contrast, rural areas that have a better
infrastructure and are more integrated into markets create more scope for women to benefit from financial and non-financial
support for diversification and productivity gains.

Cultural norms and gender roles also contribute to the outcome of entrepreneurship. Women's disproportionate burden of unpaid
care work means that less time and energy is available for business practices and restrictions on mobility and participation in
markets mean that growth opportunities are reduced. Household decision-making dynamics also matter: in the context where
women do not control any financial resources, the impact of microfinance may be diluted when the income or finance loans are
used to spend on household consumption or male led activities. On the other hand, the higher the level of female agency, the
better the entrepreneurial outcomes.

The percentage of women founders declined in 2023

Percent of founders by gender and year of incorporation, 2018-2023

% 852% B5.0% % 25.1% Ba9% 865%

208 2019 2020 2021 2022 2023

Carta, Inc. (2023). Percent of founders by gender and year of incorporation, 2018-2023. https://carta.com/data-insights/

Above is an image on gender disparity in entrepreneurial participation, and this presents the proportion of male and female
founders in 2018-2023. Despite increasing focus at the policy level on women's entrepreneurship, women traditionally represent
a tiny share of founders, so their share has even gone down from 15.1% in 2022 to 13.2% in 2023. This trend highlights the
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persistence of structural and contextual barriers (from unequal access to finance, networks, institutional support for example) to
women's access to and persistence in entrepreneurial ecosystems, even before taking into consideration firm-level performance
outcomes.

The impact of different factors of human capital does not affect women entrepreneurs equally. Women's financial literacy is
enhanced by education and prior professional experience, which allows them to implement a more effective use of financial
knowledge and better business approaches, and better react to market signals. The fact that women who have not received a high
completion rate for their vocational training may have more difficulty in taking the training and turning it into measurable benefits
for the company is particularly true in instances where training and development cannot be adapted to women's local learning
perspectives.

There is additional evidence of the significance of context from the region of the developing economies. High uptake of
microfinance by women has facilitated the access to credit market in South Asia, but it has also been linked to the growth of
enterprise activities to some extent, due to behavioural barriers and compression of markets. Sub Saharan Africa is revealed to be
a more diversified region, both in terms of autarchy and the structure of markets and external factors. The more opportunity-
driven the enterprise is, and the more interlinked with markets, the more opportunity-driven entrepreneurship will be and the
more sensitive to integrated support it will be in these parts of Latin America where education levels are higher.

Overall, microfinance's impact on the entrepreneurship success of rural women is strongly influenced by socio-economic and
cultural contexts. The realization of this heterogeneity is crucial when it comes to understanding outcomes and creating
interventions to get us beyond monolithic models of support and towards context-specific forms of support.

7. POLICY IMPLICATIONS AND PROGRAM DESIGN INSIGHTS

The mixed and contextuality outcomes of the interventions through the microfinace were important and influential for policy and
program design. Through access to credit, financial literacy, training and mentorship, evidence show that microfinance can help
lessen financial exclusion but if it can stimulate sustainable entrepreneurial success will depend on the framework of how they
are structured and integrated with broader socio-economic contexts. Policymakers and development practitioners must,
therefore, enhance their thinking from narrow credit centric approaches and move towards more integrated and context-sensitive
approaches.

7.1 Rethinking Credit as a Door, not a Destination

One of the key policy messages that is gleaned from the literature is the need to shift the credit focus from credit as a credentialing
device to as an enabling input. Reducing restrictions to access to finances is also important, particularly in rural areas, where
women are systematically denied access to the mainstream banking system, but access to finance is not enough to sustain or grow
enterprises. Forbearance programs with strong outreach but poor repayment-performance endanger making such a statement.
Policy change shift in measure of performance. Rather than having as the main focus loan disbursement volumes or repayment
rates, program evaluation should include indicators pertaining to enterprise survival, income stability, and shock resilience. These
measures provide a better way to determine if credit is having an impact on women's entrepreneurship or not. This adjustment
would also de-demonstrativise the need to have extremely structured structures which could be counterproductive for companies
in the long run.

7.2 Incorporating Financial and Non-Financial Royalties, Stock, and Bonds?

The reviewed evidence highlights the importance of combining financial services with non-financial support mechanisms such as
financial literacy, business training and mentorship. Policies that advocate bundled interventions stand to increase women's ability
to make productive use of credit, and to manage risk. Integration is also aimed at overcoming the human capital and information
constraints that, too often, limit the effectiveness of the access to credit.

However, integration should not be seen as an all-in-one solution. Policymakers have to take into account local circumstances,
sector characteristics as well as a woman's baseline capability when designing support packages. For example, in a low literacy
setting, experiential and peer-based learning can be a better option than classroom-style training. In areas where women are
constrained in terms of mobility, digital based or community-based delivery models could be useful in the way of improving
accessibility.

7.3 Flexibility in Loan Design and Repayment Structures
The design of loans is a significant element in the entrepreneurial outcome and in financial stress. Permitting flexible repayment
patterns, grace periods, or adjusting repayment periods with the seasonal availability of income can enhance the fit between
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credit products and rural women entrepreneurs' income-generating practices. This is especially relevant in the agricultural and
informal sectors in which income flows are irregular and susceptible to external shocks.

Flexible loan structures can mitigate the risks of over-indebtedness and distress-driven repayment of loans, such as borrowing
loan from informal lenders or selling productive assets. The regulatory aspect of diversity, rather than standardisation of diversity,
allows financial institutions to be better equipped to address the need of diverse borrowers.

7.4 Dealing with Structural & Social Constraints

Women's entrepreneurial ability must also be supported through policy interventions that tackle the structural and social
constraints on their entrepreneurship. These have encompassed limited market access, poor physical infrastructure, unpaid care
work and discriminatory gender norms. Any financial intervention must take these constraints into account, otherwise a potential
additional burden on women may not lead to better economic opportunities.

Policies that allow people to access a network of child care services, a forum for community engagement or women's structure or
groups can make for reduced time constraint for women and increased agency, in relation to the returns to microfinance-
supported enterprises, especially in rural areas such as transportation, electricity and digital connectivity. These complementary
strategies augment financial and capacity development strategies of interventions.

7.5 Focus on and Segmentation among Women Entrepreneurs

One of the other significant consequences is the requirement for targeted measures. There is no uniform category of rural women
entrepreneurs and they vary significantly in terms of education, experience, household relationships and type of business
instituted. The problem with uniform program designs is that they can be a waste of resources on needs and lead to a sub-optimal
or unfair design.

More so, policies that have screening or segmentation mechanisms can be used to adapt interventions. For instance, funds could
be provided to women entrepreneurs of growth-oriented businesses for bigger loans and advanced training, while funds may
need to be provided to women entrepreneurs with the focus of stabilising income and risk management. Differentiated
approaches also help reduce the risks of pushing vulnerable women to the edge where they are unable to cope with debt.

7.6 Institutional Coordination and Long A term Sustainability

The financial institutions, training providers, and local governments must coordinate with the community organizations to
successfully design the program. Fragmented interventions can reduce the effectiveness of the program impact as program
partners are able to offer redundant services, compete for program funds and resources, and do not coordinate services for
beneficiaries. This is an inefficient use of a program that can result in increased program costs, along with less impact from the
programs' services for rural women entrepreneurs. To improve coherence and sustainability in less urban areas, where very few
services are available, policy interaction among institutions can be an element of strengthening these policies.

If outreach is to be part of a long-term plan, there must be a balance between outreach objectives and the borrower's well-being.
Policymakers should make sure that financial institution incentives don't encourage too much lending or emphasize the obligation
to repay at the slight of entrepreneurship. Hence, there is a need for clear monitoring frameworks and accountability mechanisms.

7.7 Implications for Impact Evaluation

Finally, it highlights the need for differentiated impact evaluations. While a simple before and after comparison may smooth the
effects of microfinance on the lives of women entrepreneurs, it could not adequately capture the linkages within microfinance.
Evaluation should be supported through policies that provide for heterogeneous, context and interaction effects between financial
and non-financial interventions.

These assessments can yield data for adaptive design of programs by which programs may be modified as they show
improvements over what was originally designed. With rural women entrepreneurs working in a variety of socio-economic and
cultural environments, the learning oriented approach becomes particularly significant.

Overall, policy implications are positive with regard to a reorientation of microfinance programs from financial inclusion goals to
entrepreneurial ecosystem goals. Policies, both in terms of credit and of support and capacity development, can be more effective
if combined with flexibility and structural support to boost entrepreneurial success of rural women as well as reducing unintended
effects and risks.

7.8 Case Study: Women's Entrepreneurship and Self-Help Groups in India
The case of India is a clear illustration of the fact that microfinance is more effective when supported by wider policy measures
and capacity development programmes. The greatest intervention so far has to do with the movement of Self Helps groups (SHG)
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under National Rural Livelihoods Mission (NRLM). SHGs are mostly composed of women of the rural population who pool their
resources, borrow loans and also participate in trainings and livelihood generation activities in a group.

The SHG-Bank Linkage Programme under the umbrella of National Bank for Agriculture and Rural Development (NABARD) has
helped millions of rural women to avail formal financial services for the first time. These schemes have not been successful only
because of credit availability, however, various segments of financial literacy, entrepreneurship education, skill development, and
market linkage support are linked with many SHGs. These complementary interventions have facilitated women to make better
business plans, finance their operations better and grow their income generating activities beyond the subsistence level.

Several states in India, such as Andhra Pradesh, Tamil Nadu and Kerala, found that women members of a SHG were able to benefit
in the following areas: increased gross family income, savings behavior, decision-making on finance, and initiation of
entrepreneurial activities (Sharma, 2018; UN Women, 2020). The Kudumbashree programme has been very successful in Kerala
at integrating microfinance with community based developmental projects, empowering women to run their own micro-
entrepreneurship, farming units, local small service units and handicraft and also provide employment to their family.

The Indian experience also emphasises the need to tackle non-financial barriers. Women's participation has been enhanced
through training activities, peer support groups and community institutions that have bridged information gaps, reduced mobility
and social constraints that can impede women's entrepreneurial expansion. However, there are still significant hurdles to be
addressed such as the size of enterprises, access to markets and possible indebtedness of some customers.

Putin all, the Indian story highlights that the best microfinance programs are ones that give access to credit, capacity development,
and institutional support, and support public policies. This experience bears out the main conclusion put forward in this paper
that the transformative power of financial inclusion for entrepreneurial outcomes for women in rural environments is not even
more powerful than the larger environment in which financial services are offered.

8. SYNTHESIS AND GENERAL SUMMARY

This paper has discussed the capacity of the microfinance programmes to impact the entrepreneurial performance of the women
farmers via credit provision, financial education and training, mentorship, and avoiding any variations between socio-economic
and cultural differences. The literature examined indicates that microfinance can enhance the participation of women in
entrepreneurship, but its impact on business outcomes in the long run is mediocre and statistical. The effectiveness of
microfinance affects a host of conditions, such as how the financial products are designed, their endorsements and providers and
their social and economic contexts.

Access to credit has a foundational role by easing liquidity constraint and supporting entrance to business. However, credit alone
is very rarely the path to long-lasting enterprise growth. Small loan sizes, fixed repayment structures and vulnerabilities to income
fluctuations are some of the main factors subduing the potential of women-owned enterprises to transcend their limit of
subsistence-level activities. As a result credit-only interventions tend to contribute towards the short-term survival of an
enterprise rather than longer term entrepreneurial advancement.

Complementary mechanisms, and most importantly the issues of financial literacy, business training and mentorship, have a
substantial impact on the degree to which women manage financial resources. These interventions aim at strengthening decision-
making, decreasing financial stress, and increasing participation in markets to increase the potential returns of credit. Their
effectiveness, however, depends on women's educational levels, time availability, as well as the relevance of training contents to
the local economic sector.

Socio-economic and cultural factors remain mediating factors. Infrastructure quality, market access, gender norms as well as
household power relations affect both the opportunities afforded by entrepreneurship, and the returns to microfinance support.
In restrictive and less integrated markets, the microfinance-supported enterprises are perpetually small and vulnerable. In
contrast, more favorable outcomes, especially if they incorporate financial and non-financial interventions, are seen in contexts
with greater female autonomy, particularly in these contexts, as well as more favorable institutional context.

Overall, microfinance has a positive effect on the entrepreneurial outcomes of rural women, to a relatively small but significant
degree (when it happens in the context of supportive economic and social environments). Its effectiveness is less attributed to
access to credit, more to interaction between financial services, capacity building mechanisms and context.
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