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ABSTRACT. Microfinance institutions (MFIs) are the only 

door of assistance to low-income people and businesses 
with poor financial performance. Women also fall into 
this category, as most of them have low incomes and the 
only way to ensure their own and their families' well-being 
is to start a business. Given the many criteria of 
commercial banks, for women entrepreneurs MFIs are 
often the only option of financial lending. The extent to 
which MFIs have influenced the development of women 
businesses in Kosovo will be understood from the 
research conducted with 200 women entrepreneurs in 
Kosovo. Interviews were carried out face to face with the 
PAPI (pencil and paper interview) survey methodology 
used during April–June, 2019. The data obtained from 
the survey has been then processed in statistical software 
SPSS 21.0 The research applies three econometric models 
to identify the effects of MFI loans on the success of 
women businesses. The success of women enterprises is 
assessed using three performance measurements:  fixed 
assets, income and household expenditures. The results 
of this study explain that loans from MFIs effect 
performance of women’s businesses in positive way using 
fixed assets, income and household expenses.  

JEL Classification: B54, C5, 
G21 

Keywords: women entrepreneurship, loan, microfinance 
institutions, Kosovo. 

Introduction 

Microfinance as a financial service provides access to financial services for low-income 

and unemployed people. It has been quite successful in reducing poverty and promoting 

economic development (Shkodra, 2019). This is also argued in (Fidrmuc & Kostagianni, 2015) 

who found that allowing for the IMF assistance to affect growth with a lag is enough to obtain 

a positive impact on growth. Microfinance is a powerful tool for self-empowering poor people, 

mostly women, worldwide and in developing countries in particular. Microfinance activities 

Shkodra, J., Ymeri, P., & Ibishi, L. (2021). Role of microfinance institutions for 
developing women entrepreneurship – the case study of Kosovo. Economics and 
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can give these people opportunities to get out of poverty. The problem of women having less 

access to credit was given special attention at the First International Conference of Women in 

Mexico back in 1975 (Bonfiglioli et al., 2016). However, even today we still have the problem 

of less access to credit for women entrepreneurs (Alkire et al., 2013), which is thought to be 

one of the major obstacles for them to pursue their income-generating activities (Mahmud et 

al., 2019). Microfinance services lead to the empowerment of women by positively influencing 

their decision-making power at both household and socioeconomic levels. Numerous studies 

about women entrepreneurs have proven their excellence in business, in relation to economic 

growth and development, as well as in relation to sustainability and sustainable peace (Fetsch, 

Jackson & Wiens, 2015). Women have been found to be better at using credit than men 

(Khaleque, 2018). At the same time, many poor rural women lack ownership and control over 

property such as land (Khan et al., 2016; Uddin et al., 2016). 

Microfinance plays a big role in gender development strategies due to its direct 

relationship between women and poverty alleviation. Since women spend most of their income 

on their families, especially children's needs, education, healthcare, clothing and financial 

resources not only empower women, but also enable them to access property, education and 

decision making. 

Around the world, women's engagement during past three decades regarding workforce 

has produced great transformations in the organization of families, society, the economy and 

urban life. Since the late 1950s to the present day, women's economic activities have grown 

steadily but not with the right intensity though. 

Women have always played an active role in their local economies. In most cases, 

women not only produce food but also trade giving them a developed knowledge of local 

markets and consumers.  

1. Literature review 

According to recent data, the global population growth by 2050 is projected to increase 

dramatically (Shkodra, J. & Shkodra, L. 2018). On the other hand, of the 1.3 billion people 

worldwide who live in extreme poverty, approximately 70% of them are women. Another 

negative point relates to the statistics from the International Monetary Fund (2019), which show 

that, worldwide, women earn 63% less than men, yet they spend three times as many hours in 

unpaid labour. Therefore, empowering women means allowing women to survive, and live a 

life of respect, dignity, self-esteem, and self-confidence, while helping them on making their 

own decisions. Nobel Laureate Amartaya Sen (1993) explained that the freedom to run different 

types of businesses reflects one's ability. A person's ability depends on different factors, 

including personal characteristics and social adjustments. Malhotra, A., et al. (2002) 

constructed a list of the most commonly used dimensions of women's empowerment, based on 

frameworks developed by authors in various areas of the social sciences. Allowing for overlap, 

these frameworks suggest that women's empowerment must occur across multiple dimensions, 

including: economic, socio-cultural, family/interpersonal, legal, political, and psychological. 

The World Bank defines empowerment as “the process of enhancing the capacity of individuals 

or groups to make choices and transform these choices into the actions and outcomes desired”. 

Swain, R. B., & Wallentin, F. Y. (2009) in their article “Do Microfinance Empower Women?”, 

concluded that "The results strongly demonstrate that on average there is a significant increase 

in the empowerment of women in the Microfinance Programs". Another view of women's 

empowerment argues that it must occur in many aspects: economic, socio-cultural, 

family/interpersonal, legal, political, and psychological (Malhotra, A., et al. 2002). These 
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include a wide range of factors, and thus business women can be empowered within one of said 

sub-domains.  

MFIs are adequate for micro credits and micro credits provided encouragement to 

women entrepreneurs for few decades and this is argued by many researchers who showed that 

micro credit programs play a significant role in accelerating women’s income (Mahmud, K. T. 

et al., (2019); Mahmud & Bidisha, 2018; Ferdousi, 2012, 2015; Bashar & Rashid, 2012). 

Social capital and networks, the ability to make an effective living, and community 

development choices are all associated with empowerment (Ferdousi, F., & Mahmud, P., 2019; 

Krishna, 2003; Grootaert, 2003). Numerous studies have indicated that women are particularly 

motivated to start their own businesses in hopes of achieving a better balance between work 

and family (Hughes, 2005; Swapna, K., 2017 Quagrainie, F.A., et. al., 2018). Also 

Brahmachary, A. (2017) analysed the major problems related to women-owned small 

businesses in India and the role of microfinance groups to accelerate such businesses providing 

small finance.  

2. Research methodology 

The research was conducted by interviewing 200 women entrepreneurs in Kosovo, face 

to face interview with PAPI (Pencil and paper interview) survey methodology during April – 

June 2019.  

For data analysis, SPSS 21.0 was used, alongside the descriptive statistical method. In 

the final phase, the results were processed and presented in the form of tables. 

The aim of this study is focus on the role of MFI for contributing the developing women 

entrepreneurship. Meantime, the success of women entrepreneurship is measured in terms of 

improvements in income, fixed assets and expenditures. The research used three econometric 

models in focusing on the effectiveness of credit in contributing to the success of women 

businesses. The success was measured through the performance of women businesses, 

including fixed assets, income and expenditures. Moreover, the research study concentrated on 

three components which are assumed to contribute positively to the performance of women 

businesses, namely financing, firm’s characteristics and household’s characteristics. 

The study addresses the following two questions that define the role of MFIs for the 

development of women entrepreneurs: 

i. What are the determinants of women entrepreneurship success in terms of their 

performance measured by income, fixed assets and expenses?  

ii. Are there other factors besides MFIs products of the women’s entrepreneurship; such 

as type of business and household characteristics which contributes significantly to the success 

achieved by microenterprise owners in terms of their income, fixed assets, and expenditure? 

Women Entrepreneurs play an important role in the development of entrepreneurship, 

as with their development they also contribute to the impact of entrepreneurship development 

in the country. The entrepreneurship mainly used: age, marital status, and educational (Table 1 

shows descriptions of each variable). These typically are also assumed enable to give 

contribution for women entrepreneurship performance. 

The research selects four factors that may affect the success of the women’s 

entrepreneurship, financing, namely, entrepreneur characteristics, firm’s characteristics, and 

household characteristics.  These four factors represent the independent variables in this study.     

We used the before and after method in examining the effectiveness of loans in relation 

to the performance of women businesses through fixed assets, income and expenses before and 

after receiving a loan from the MFI. The before and after the method is applied when the data 
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obtained from the research are period T = 2, and it is applicable the comparison of value of the 

dependent variable in the second period with its value in the first period of time.  

The empirical models are presented below: 

Equation 1 presents the first model for income:  

 𝐼𝑛𝑐𝑜𝑚𝑒𝑖  = 𝛼 + ∑ 𝛽2𝐴𝑔𝑒𝑖

4

𝑖=1

+ ∑ 𝛽3𝑆𝑡𝑎𝑡𝑢𝑠𝑖

3

𝑖=1

+ ∑ 𝛽4 𝐸𝑑𝑢𝑖

4

𝑖=1

+ ∑ 𝛽5𝑇𝐵𝑖

6

𝑖=1

+ 𝛽6𝐿𝑜𝑎𝑛𝑖 + 𝜇𝑖  

 

Equation 2 presents the second model for a fixed asset: 

𝐹𝑖𝑥𝑒𝑑 𝑎𝑠𝑠𝑒𝑡𝑖 = 𝛼 + ∑ 𝛽2𝐴𝑔𝑒𝑖

4

𝑖=1

+ ∑ 𝛽3𝑆𝑡𝑎𝑡𝑢𝑠𝑖

3

𝑖=1

+ ∑ 𝛽4 𝐸𝑑𝑢𝑖

4

𝑖=1

+ ∑ 𝛽5𝑇𝐵𝑖

6

𝑖=1

+ 𝛽6𝐿𝑜𝑎𝑛𝑖

+ 𝜇𝑖 
 

Equation 3 presents the third model for household expenditures: 

 𝐸𝑥𝑝𝑒𝑑𝑖𝑡𝑢𝑟𝑒𝑠𝑖 = 𝛼 + ∑ 𝛽2𝐴𝑔𝑒𝑖
4
𝑖=1 + ∑ 𝛽3𝑆𝑡𝑎𝑡𝑢𝑠𝑖

3
𝑖=1 + ∑ 𝛽4 𝐸𝑑𝑢𝑖

4
𝑖=1 + ∑ 𝛽5𝑇𝐵𝑖

6
𝑖=1 +

                                 𝛽6𝐿𝑜𝑎𝑛𝑖 + 𝛽7𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑛𝑐𝑜𝑚𝑒𝑖 + 𝛽8𝐻𝑜ℎ𝑜𝑖𝑛𝑐𝑜𝑚𝑒𝑖 + 𝜇𝑖  

 

Table 1. Description of Determinants of Success of women businesses 

Variable Name Description 

Fixed Assets difference The total amount of fixed assets before and after accessing loan from 

the MFI 

Income difference Income of women businesses per month before and after accessing 

loan from the MFI 

Household  Expenditures 

difference 

The total amount of expenditure per month before and after accessing 

loan from the MFI 

Age Enumerated variables:  

1: <30 years old;  

2: 31 – 40 years old;  

3: 41 – 50 years old;  

4: > 50 years old. 

Civil Status Enumerated variable  

1: married;  

2: single;  

3: widow. 

Educational Background Enumerated variable  

1: uneducated;  

2: primary school;  

3: secondary school;  

4: university or upper. 

TB A dummy variable of the nature of business  

1: food, 0: otherwise;  

2: agriculture, 0: otherwise;  

3: hairdressing (hair, makeup, aesthetic, massage etc.), 0: otherwise;  

4: education activity (language school, kindergarten, driving school, 

etc.) 0: otherwise;  

5: textile (fashion designer), 0: otherwise; 
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6: rental, 0: otherwise. 

Loan The amount of loan accessed via the MFI  

Hoho income Income of household per month  
Source: Prepared by the authors. 

3. Results and discussion 

As entrepreneurs, women in Kosovo's economy represent only 10% of business owners, 

mostly micro and small business owners. Today, entrepreneurship is valued as the driving force 

of economic development and sustainability. Entrepreneurship among women remains weak, 

with women less likely to start a business than men. Businesses initiated and managed by 

women are generally smaller. This is mainly because women face difficulties in accessing 

credit, information, markets and potential technologies, as they also face family obligations and 

social norms within their communities. 

Women-owned enterprises promote organic and local products, for example food, 

hairdressing, aesthetic, textile industries are becoming increasingly important, making these 

businesses stand out, survive and, most importantly, have an impact. 

Against the importance of developing women enterprises, finances remain their main 

challenge. Studies report that women who start and manage a business are largely financed by 

their own savings, and in some cases supplemented by financial institutions, while other forms 

such as inheritance capital, family budget and borrowing from friends and family are very small 

opportunities (Riinvest, 2017). 

A woman's decision to open a business often comes as a result of the necessity to survive 

(Riinvest, 2017), rather than due to a personal aspiration. In addition, families' attitude towards 

entrepreneurship can have an impact not only on starting a business, but also on the overall 

business experience and performance, thus affecting the success or failure of business. 

Women-owned businesses in Kosovo usually employ informal workers, have outdated 

equipment, and mainly specializes in traditional women's activities such as aesthetics, tailoring, 

flowers and food. According to reports (2019) by the Kosovo Agency of Statistics (KAS), 

women own less than 10% of businesses in Kosovo, face barriers beyond the usual ones in the 

market, and operate in sectors that do not offer growth opportunities. 

Geographically, according to the Kosovo Business Registration Agency (KBRA), the 

geographical distribution of women enterprises in Kosovo is illustrated in Table 2. 

 

Table 2. Distribution of women businesses by municipalities 

Municipality Percentage 

Prishtina 38.3% 

Prizren 10.9% 

Gjilan 10.2% 

Ferizaj 9.00% 

Peja 8.3% 

Gjakova 6.4% 

Vushtrri 5.4% 

Podujevo 4.8% 

Rahovec 3.2% 

Mitrovica 2.6% 

Lipjan 0.6% 

Fushë Kosovo 0.3% 
Source: Kosovo Business Registration Agency, 2018 
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Table 3. presents the most popular activities of women entrepreneurs in Kosovo 

according to the KBRA, since we understand that women entrepreneurs are orientated towards 

activities that provide low income by creating a low profit margin. 

 

Table 3. Most frequent activities among women's ownership enterprises 

Sector Percentage 

Hair stylists and other beauty treatments 29.2% 

Retail sale of clothing in specialised stores 10.7% 

Manufacturing of clothes 9.4% 

Retail sale of textiles in specialized stores 9.1% 

Activities for organizing different events (and planning) 3.9% 

Bread production; production of fresh cakes and pastries 3.6% 

Education (driving schools, foreign language schools, etc.) 2.9% 

Retail sale of goods in specialized stores (watches, jewellery, etc.)          2.6%                                    

Retailing in non-specialized stores          2.6%                                   
Source: Kosovo Business Registration Agency, 2018 

Table 4 below demonstrates the analysis of women's businesses’ performance, 

including fixed assets, income and household expenditures before receiving and after receiving 

a loan.  

 

Table 4. The performance of women businesses accessing loan from the MFI  
 Fixed assets 

before accessing 

loan 

Fixed assets 

after accessing 

the loan 

Income before  

accessing loan 

Income after 

accessing the 

loan 

Household 

expenditure 

before 

accessing 

loan 

Household 

expenditure 

after 

accessing the 

loan 

 

N 

 

200 

 

200 

 

200 

 

200 

 

200 

 

200 

 

Min 

 

0.00 

 

800.00 

 

0.00 

 

250.00 

 

300.00 

 

450.00 

 

Max 

 

16,000.00 

 

17,000.00 

 

2,000 

 

3,500 

 

700.00 

 

950.00 

 

Mean 

 

1,800.00 

 

1,850,00 

 

650.00 

 

738.00 

 

420.00 

 

480.00 

 

Median 

 

35 

 

50 

 

55 

 

80 

 

66 

 

33 

Standard 

deviation 

 

41960.6 

 

111777.2 

 

13103.35 

 

16447.29 

 

1100.43 

 

1213.27 

Source: Authors’ calculations. 

From Table 4, we see that there were entrepreneurs who started their business with the 

help of credit, but also entrepreneurs who had businesses but needed financial means and were 

forced to borrow. We conclude that there are improvements in women businesses’ fixed assets, 

income and household expenses before and after receiving lending. It could also be concluded 

that the women businesses can raise their assets, income and household expenses after receiving 

loans from the MFI.  

The minimum of household expenses indicates that only minor improvements have 

occurred after obtaining the loan. This is in contrast with the maximum of household expenses, 

as the former shows that it has increased drastically after receiving the loan. It came after a 

number of women entrepreneurs stated that they use the business income for business needs 

while taking out loans to cover household expenses. 

Table 5 shows the results for the factors that determine the success of women businesses 

that receive loans from the MFI in terms of women businesses’ fixed assets, income and 
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household expenditure. In this respect, regression (I) analyses factors that determine the success 

of women businesses in terms of fixed assets; regression (II) concentrates on the factors that 

determine the success of women businesses in terms of income of the enterprise and regression 

(III) analyses factors that determine the success of women businesses measured by household 

expenditure.  

 

Table 5. Effect of loan on performance of women businesses. 

  
Difference in  Fixed 

Assets  
Difference in Income Difference in Household Expenditures 

      
Regression    (Regression I) (Regression II)  (Regression III) 

        

      
Age  7.07 -1.34 0.29 

  (10.93) (3.54) (0.35) 

      

Civil Status  10.56 -15.12 1.25 

  (45.06) (11.35) (2.11) 

      
Education 16.12 10.32 0.11 

  (23.11) (6.26) (0.69) 

      
Loan 19.13* 134.11* 11.93* 

  (38.21) (10.82) (10.59) 

      
Food 4.42 22.45*   
  (135.87) (15.21)   
      

Agriculture -8.89 108.45   

  (139.57) (65.72)   

      

Hairdressing 33.74 27.13*   

  (160.63) (13.63)   

      

Education activity -43.74 21.11   

  (170.33) (12.69)   

      

Textile 21.2 19.2*   

  (144.97) (12.23)   

      

Hoho income   -0.11 

      (0.23) 

      

Rental 12.74 11.55   

  (157.38) (17.21)   

      
R2 0.09 0.06 0.04 

      

Observations 200 200 200 

      
D-W 1.43 1.07 1.38 

Notes: Under F-statistics the P-values are given in parentheses. Standard errors are also given in parentheses under 

coefficients.  Individual coefficients are significant at the 10% significance level.  

Regression (I), (II), and (III) indicate heteroscedasticity and are free from autocorrelation, all of the coefficients in 

regression (I), (II), and (III) have been transformed into heteroscedasticity-robust standard errors.  
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Regression (I) analyses factors that determine the success of women businesses that 

receive loans measured by fixed assets. Business characteristics such as age, civil status, and 

education indicate an insignificant relationship with fixed assets difference. Regression (I) also 

shows that financing in terms of amount of loan accessed has an influence on the success of 

women businesses in terms of fixed assets difference. If the loan amount obtained from the MFI 

increases by 1%, this increases the fixed assets difference by 0.19%. 

Regression (II) analyses factors that determine the success of women businesses that 

receive loans measured by income. Business characteristics such as age, civil status and 

education indicate a positive relationship with the difference in income of women businesses. 

The log amount of loan on the other hand indicates a positive significant relationship with 

difference in income. It shows that if the amount of loan obtained from the MFI increases by 

1%, this increases the change in income by 1.34% per month.  

The business characteristic in regard to the variable of hairdressing indicates a positive 

significant relationship with difference in income. This shows that hairdressing businesses have 

a 27.13% higher difference in income, which is more than others. After hairdressing business 

there is the variable of food, which indicates a positive significant relationship with change in 

income. This shows that food businesses have a 22.45% higher change in income.   

Regression (III) analyses factors that determine the success of women businesses that 

receive loans measured by household expenditures. None of the business characteristics in 

terms of age, civil status and education indicate a positive relationship with the difference in 

income of women businesses. This regression shows that financing in terms of amount of loan 

indicates a positive significant relationship with difference in household expenditure. The rise 

of the loan by 1% rises the difference in household expenditure by around 0.11%. 

Business characteristics such as age, civil status and education indicate a positive 

significant relationship with difference in household expenditure. This is followed by 

household characteristics in terms of household income. Therefore, all of the variables are free 

from multicollinearity in regression (III).  

R-squared (R2) values in the regression (I), (II), and (III) were considered low, namely 

0.09, 0.06, and 0.04. The low values of R2 in the analysis are not relevant because the data 

came from a variety of women entrepreneurs, some of whom accessed small loans, while some 

accessed large loans. Some of the women entrepreneurs were new clients, while some were old 

clients. Moreover, some of the women entrepreneurs had established enterprises before 

accessing a loan, while some women entrepreneurs became more financially stable after 

accessing a loan. Further, some women entrepreneurs did not achieve any improvements in 

their business performances after accessing a loan. 

Conclusion 

From this research we can see that the majority of women businesses are small in nature 

– a category that predominates in Kosovo. Although women's businesses have received loans, 

the loans have been small reflecting a larger impact on their business or even an increase in the 

number of employees. Loan targeting has been classified into three categories that have served 

women entrepreneurs: destination for fixed asset growth, destination for income growth and 

destination for family expenses. Given that the amounts financed by the MFI are small, this 

reflects a small 0.19% impact value on the growth of fixed assets, but this has not had an impact 

on revenue growth, as asset growth has a higher impact, with a value of 1.34%. Hairdressing 

businesses and food businesses have shown the greatest impact in the income category. 

The results of this study explain that loans from the MFI have a positive effect on the 

performance of women businesses through fixed assets, income and household expenses.  
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It is therefore recommended that the Kosovo government subsidies a funding cut for 

women in order to increase the amount of funding, which would in turn increase the impact of 

women's business development and affect the well-being of these women and their families. 
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