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Summary. — This paper investigates why and under which institutional circumstances female membership in microfinance institutions
(MFI) improves MFI performance in terms of debt repayment. Specifically, this paper theorizes that female membership in MFIs im-
proves the MFI’s performance through enhanced debt repayment, especially under adverse cognitive and regulatory institutional con-
ditions. We draw upon unique qualitative and quantitative data covering 26 microfinance projects in 22 African, Eastern European,
Latin American, and Asian countries. This study has implications for the microfinance literature in that it challenges the widely held
assumption that female participation has a positive effect on MFI performance under all institutional circumstances.
� 2013 Elsevier Ltd. All rights reserved.
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1. INTRODUCTION

Microfinance institutions (MFIs) have been recognized as
organizations that can advance social causes in developing
economies by improving the economic prospects and living
conditions of people at the base of the pyramid (Khavul, Bru-
ton, & Wood, 2009; Marek, 2007). Because microloans can de-
velop micro-entrepreneurship and create conditions for initial
economic development, this type of service is important for the
development of local areas in poor countries (Yunus, 1999,
2007).

To become autonomous over time, MFIs must be commit-
ted to performance goals such as financial self-sufficiency.
These organizations work in a constant tension between
achieving social impact in impoverished regions and guaran-
teeing economic sustainability for their operations (Yunus,
1999, 2007). Of particular importance in the financial self-suf-
ficiency debate, women’s involvement was recognized early on
to be a key driver of MFI performance because women were
considered to exhibit better debt repayment performance
(Akula, 2008; Yunus, 1999). However, the empirical evidence
is rather mixed: whereas some studies suggest that female MFI
membership positively affects debt repayment (Hossain, 1988;
Mersland & Strøm, 2010; Sharma & Zeller, 1997), others do
not (Bhatt & Tang, 2002; Godquin, 2004; Wydick, 1999).

Although these conflicting results may be attributed to a
variety of reasons, it is surprising that the context in which
the MFI operates has rarely been addressed as a possible
explanation. The economic, sociological, and international
business literature has suggested for many years that institu-
tions matter (Kostova, 1999; North, 1990; Peng, Wang, &
Jiang, 2008; Scott, 1995). However, if this is the case, why
should the gender effect hold in all institutional contexts?
Although this study is based on the assumption that behavior
varies by gender, we relax the habitually implicit assumption
that gender effects are universal. Consequently, this study in-

tends to answer the following question: why and under which
institutional circumstances does female membership in micro-
finance institutions (MFI) improve MFI performance in terms
of debt repayment?

To understand the reasons behind the gender–MFI perfor-
mance relationship, we mainly draw on institutional theory
and connect it to theories on gender traits. Although these
types of links between institutions, behavior, and organiza-
tional outcomes are likely, they appear to be under-researched
(Williamson, 1996).We argue that the more adverse a coun-
try’s institutional conditions, the more positive will the impact
of female membership on MFI performance through higher
debt repayment be. Debt repayment, in turn, is considered
to be one predictor of MFI performance.

Methodologically, this study responds to calls for more
mixed methods studies (Creswell & Clark, 2007; Tashakkori
& Teddlie, 1998) in international contexts (Hurmerinta-Pelt-
omäki & Nummela, 2004). Drawing on unique qualitative
and quantitative data provided by Desjardins International
Development (DID), the international branch of the Canadian
cooperative bank Desjardins, we seek to understand why insti-
tutions matter by using qualitative data and how institutions
matter by using quantitative data. After the independence
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movements of African countries in the 1950s and 1960s, Des-
jardins was called to bring its expertise in cooperative banking
to Africa, which resulted in the creation of DID. Since then,
DID has expanded its focus from creating cooperative MFIs
to spreading cooperative values and associated banking gover-
nance and financial services across developing countries
(Corte, 2010; Levasseur, 1995; Poulin, 1990; Rudin, 1990).

This interdisciplinary paper challenges the widely held
assumption that female participation has a positive effect on
MFI performance under all circumstances (Akula, 2008; Lete-
lier, Flores, & Spinosa, 2003; Yunus, 1999, 2007). Whereas
previous research has addressed how institutions (Bastiaensen,
Herdt, & D’Exelle, 2005; Bhatt & Tang, 1998; Crabb, 2008)
and female participation (Garikipati, 2008; Kevane & Wydick;
Yunus, 2007) influence MFI performance, studies on their
combined impact are still rare in the literature (D’Espallier,
Guérin, & Mersland, 2011). We propose that cognitive and
regulatory institutions are relevant, which, in turn, leads this
study to make the following theoretical and empirical contri-
butions.

First, based on insights from our qualitative study, we craft
the theoretical argument that women tend to be more depen-
dent on MFIs, which explains why they are more inclined to
honor their debts. This contributes to the MFI literature
stream that has examined women’s motivations for debt
repayment (Armendáriz & Morduch, 2007). In particular, it
provides an alternative explanation to the discussion about
coercive pressures and debt repayment (e.g., Fernando, 2005).

Second, this study explains why institutions are essential to
the understanding of women’s debt repayment performance.
Thus, this study contributes to the scholarly conversation on
the gender effect and MFI performance by making a concep-
tual case for the introduction of an institutional analysis of
debt repayment to MFI research. Specifically, we explain wo-
men’s dependence on MFIs and debt repayment performance
by their limited set of socioeconomic opportunities. Incorpo-
rating institutions into the analytical approach is important
because a society’s institutional framework creates incentives
and thus influences socioeconomic opportunities as well as
the capabilities that economic actors develop within their con-
text (North, 1990).

Third, building on these two insights, this study models the
moderating effect of the specific institutional characteristics
that are argued to affect debt payers’ opportunities, behaviors,
and development of capabilities. Based on results obtained
from our quantitative analysis, this study extends the literature
on the gender effect and MFI performance by suggesting that
women’s debt repayment performance increases in weak or
adverse institutional environments. Thus, our study’s results
can contribute to explaining and reconciling the mixed find-
ings of prior studies on the relationship between the gender ef-
fect and MFI performance (e.g., Bhatt & Tang, 2002;
D’Espallier et al., 2011; Godquin, 2004; Hossain, 1988; Mers-
land & Strøm, 2010; Sharma & Zeller, 1997; Wydick, 1999).
Specifically, our results suggest that the future conversation
in this field needs to address the institutions that influence
the incentives and, consequently, the socioeconomic opportu-
nities of MFI members. These institutions are most likely as
relevant as the institutions that regulate MFIs themselves
(e.g., D’Espallier et al., 2011).

In the following, a summary of our qualitative results, which
suggest that the institutional context is relevant to the gender
effect, is presented in Section 2. These findings will inform on
the development of the hypotheses (Section 3), which intro-
duce the institutional context as a moderator of the relation-
ship between female MFI membership and MFI

performance. Section 4 presents our methodological proce-
dures, and Section 5 provides the results of our statistical anal-
ysis and the implications of our findings for the literature.
Finally, Section 6 concludes this study and presents its limita-
tions, as well as suggestions for future research.

2. WHY DOES THE INSTITUTIONAL CONTEXT
MATTER?

The substantial amount of qualitative and quantitative data
from DID operations enables us to address management is-
sues across rarely investigated developing economies in Africa,
Asia, Eastern Europe, and Latin America, which, in turn,
makes this a distinctive research opportunity (Eisenhardt,
1989; Yin, 1984). A total of 40 interviews with senior DID
staff, lasting 40 min on average, were carried out in French,
English, or Spanish, and transcribed and recorded. In addi-
tion, DID provided 210 internal mission reports covering eight
developing countries (Senegal, Madagascar, Mexico, Para-
guay, Lithuania, Russia, Vietnam, and Philippines) during
1970–2010. More than 250 pages of transcribed interviews
and thousands of pages of mission reports were analyzed using
NVivo to code the main analytical dimensions related to the
question of why female membership in cooperative MFIs af-
fects debt repayment rates. The following summary of our
qualitative analysis describes the first-order dimensions,
opportunities for females, and capabilities of females in devel-
oping countries, as well as their constituting elements (second-
order dimensions).

(a) Opportunities for females in developing countries

Our qualitative results suggest that women have fewer
opportunities to escape poverty, which makes them more
dependent on microfinance. This lack of opportunities can
be explained by two second-order dimensions: “limited access
to education” and “limited mobility.” Regarding “limited ac-
cess to education,” an internal DID document on a project
in Senegal states that the educational system provides advan-
tages to men that they are not interested in changing. Due to
their limited access to education, women’s economic activities
are mostly restricted to the informal economy (see Table 1 for
details).

“Limited mobility” is an outcome of women’s commitment
to their families and communities, which hinders their ability
to take advantage of potential educational or professional
opportunities elsewhere. As a consequence of this limitation,
female entrepreneurs focus their business activities on their lo-
cal communities, as explained by one of our interviewees:

Women are responsible for managing the family’s finances over there.
There are many reasons for that: cultural, historical, and the fact that
men would frequently work abroad. For instance, in Mali 90% of married
men live in Europe. Who takes care of the children? Who makes them
eat? Who manages the household? The women are the ones who are con-
cerned with finding means to get money and for that they have commer-
cial and productive activities. (Interview 1)

Such situations are likely to create incentives and pressures
on women to develop particular capabilities.

(b) Capabilities of females in developing countries

Our results show that women develop a set of capabilities
that distinguish them from male borrowers, which we term
“relationship capabilities” and “managerial capabilities” (sec-
ond-order dimensions). “Relationship capabilities” promote
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