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Abstract

The inconsistent finding on the performance of women entrepreneurs is one of the gaps
intended to be fill in by this paper. Previous studies found that men performance is greater
than women and the majority of their business remains small and marginal. Literatures also
indicate women owned business performed slightly better than men while others do not find
gender based differentials in entrepreneurial performance. Indeed, controversy has arisen
that women’s business have a higher rate of failure or lower performance compare to men’s
business Thus, it is researcher’s concern to study the key factors contributing to the business
performance of women entrepreneurs. In this regard, microfinance as financial capital and
entrepreneurial competencies were the main variables with social capital and self-efficacy
were taken into consideration in the proposed framework as the mediator and moderator.
Theories from management and psychology also were discussed in this paper.
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Introduction

Women generally are synonym restricted to their marital life where their role as woman is
mainly responsible to her husband, children and the household work. These days, more
women are no longer bound to traditional, gender specific roles and venturing into the
business world. They have been successful in breaking their confinement within limits of
their homes by entering into varied kinds of professionals and services. Women entrepreneurs
have proved to be on the same level with their men counterparts in business expertise and are
rising as elegant and energetic entrepreneurs (Pharm & Sritharan, 2013). In Global
Entrepreneurship Monitor (GEM) 2012 Women’s Report, an estimated 126 million women
were starting or running new businesses in 67 economies around the world by year 2012. In
the United States, women own 10.6 million businesses which employ 19.1 million workers-
that is one in every seven employees (Center for Women’s Business Research 2004). While
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in Asia, women make up more than half the population and their participation in business are
increasing and growing at a fast rate in Indonesia, Malaysia, Thailand and Vietnam. Whereas
in East Asia, there are nearly 6 million formal women owned small businesses which
indirectly women play a key role in innovative economic development and business
expansion in Asia and the Pacific (Asian Development Bank (ADB), 2013).

Generally, the number of women owned business in Malaysia is increasing year by year. A
total of 82,911 businesses were owned by women entrepreneurs in 2005 boost up to 126,910
in 2010 which 87.9% of them involve in micro businesses and widely held in services
business (SME CORP Malaysia 2013). According to Department of Statistics Malaysia 2011,
women represent 49% or 14 million of Malaysia’s total population while SME Census 2011
reported that women owned business show 19.7% or 127,065 of the total population of
Malaysia SMEs which 91.7% of these women owned business focuses on services sector,
6.9% on manufacturing and the remaining on construction, agriculture and mining. Even
though the number of women business formation is worldly steadily rising, the number of
women entrepreneurs is thus far minimal compared to men and male entrepreneurs yet have
been dominated entrepreneurial activities.

In fact of women entrepreneurs play a vital role in economic development of their families
and countries, it is arguable that women entrepreneurs’ business performances are lower than
male entrepreneurs (Ocholah et al., 2013; Fairlie & Robb, 2009; Akanji, 2006). Previous
studies show the inconsistent finding on the performance of women entrepreneurs. Some of
studies found that men performance is greater than women (Bates, 2002; Watson, 2001;
Sonfield et al, 2001) while women entrepreneurs have low business performance compared to
male (Akanji, 2006) plus the majority of their business remain small and marginal (Marlow
& McAdam, 2013). On the other hand, Chirwa (2008) and Du Rietz & Henrekson (2000), do
not find gender based differentials in entrepreneurial performance.Thus, the inconsistent
finding of previous literature is one of the gaps intended to be fill in by this paper by
presenting the determinant factors of women entrepreneurs’ business performance.

The objective of this paper is to propose a framework that examine the mediating and
moderating effects of social capital and entrepreneurial competencies on the relationship
between microfinance, entrepreneurial competencies and women entrepreneurs’ business
performance

Literature review
Women Entrepreneurs’ Business Performance

Tangen (2005) classified business performance into two group; the firm/organizational
performance and the owner/entrepreneur performance which both tend to achieve the same
objective. Lucky (2011) identified performance as a measurement or indicator to evaluate or
access individuals, group, firm and organization. Owners/entrepreneurs performance cannot
be separated from his/her business as when the firm succeeds, the owner also succeeds and
the other way around. In this paper, the performance of women entrepreneurs conveys the
same meaning as women entrepreneurs’ business performance.
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Jasra, Khan, Hunjra, Rehman and Azam (2011) describe performance as business success or
business performance. Powell and Eddleston (2013), “Entrepreneurial success was accessed
by economic measures (business performance, growth in employment) and measures of
satisfaction with the entrepreneurial experience (satisfaction with status, satisfaction with
employee relationships).” Carter, Anderson and Shaw (2001) stated that the discussion of
performance and gender has increased the attention over the last 15 years. Past studies also
have not given much attention on the role of gender and their subsequent relative business
performance difference (Hoe et al, 2012) where women entrepreneurs are seem to define
performance and success differently compare to their male counterpart. Women
entrepreneurs strategic approaches towards performance are tended to emphasize quality
more than men (Chaganti & Parasuraman, 1994). Alam et al., (2011) stated women
entrepreneurs’ measure success as their self-satisfaction when they are able to generate
income and contribute for their family. Dhaliwal (2000) supported, women entrepreneurs
assess success when they see themselves as economically valuable resources. While research
conducted by Paige and Littrell (2002) define success as intrinsic criteria such as freedom
and independence, controlling a person’s own future, and being one’s own boss; whilst
extrinsic outcomes such as increased financial returns, personal income, and wealth.

It was discovered from past literature that there are many factors affecting performance. The
majority of the studies agreed that financial capital is among the important factor that
positively affects the business performance (Salwa, Azahari & Tamkin, 2013; Ekpe, 2011,
Kuzilwa, 2005; Yusuff, 1995). While some reported that social capital as building social
networks among work group, suppliers, customers, government support and others are vital
for women business performance (Daud & Yusof, 2010; Carter & Shaw, 2006). While other
researchers found that training play a crucial role as most women are poor and no access to
education (lbru, 2009; Carter & Shaw, 2006; Akanji, 2006; Kuzilwa, 2005). There are more
factors that has been discussed as the important factors for the performance of entrepreneurs
and the business itself such as entrepreneurial orientation (Ayub et al, 2013), individual
characteristics (Teoh & Chong, 2007), human capital (Hisrich et.al, 1997, Lerner & Hisrich,
1997), entrepreneurial competency (Mitchelmore & Rowley, 2013;2010; Man et.al, 2002;
Man, 2001) and self-efficacy (Bandura, 1997;1982). Based on the discussion above, this
paper proposed four determinant factors that could influence the performance of women
entrepreneurs, (1) microfinance as financial capital; (2) entrepreneurial competencies; (3)
social capital; and (4) entrepreneurial self-efficacy.

Determinant Factors of Women Entrepreneurs’ Business Performance
Microfinance as financial capital

Financial capital is one of firm resources and among the most critical elements in starting or
running business. Financial institution or banking sector seems to be the main source of
financing for people to seek for loan or financial assistance. However, the loans provided are
only readily available for the applicants with a “good profile” (owning assets such as house,
car, stability of income) of assets and accomplish the requirements set. Ogunrinola (2011)
stated financial institutions are more concern on the ability to provide collateral, education
and sex. Women entrepreneurs’ relationship with bankers may suffer because of sexual
stereotyping and discrimination (Riding & Swift, 1990; Hisrich & Brush, 1984) while the
requirement of collateral may be beyond the abilities’ of most women’s asset (Hisrich &
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Brush, 1984). Yusuff (1995) argues access to financing as one of the most critical factors
contributing to business success and it is also the greatest single issue faced by women
entrepreneurs to start-up their business. Financial resources as internal resources are the key
to business success (Martinez, Morales & Verdu, 2013).

The Resource-Based View (RBV) explains firm as a unique collection of resources (Barney,
1991, 1986; Wernerfelt, 1984) that have an impact on business performance (Ray,Barney &
Muhanna, 2004; Barney, 1986; Wernefelt, 1984).Grant (1991), resources can be classified as
financial, physical, human, technological and organizational. The RBV has been seen as the
most widely method for assessing firm resources and explaining competitive advantage also
organizational performance of firms (Barney, 1991). As getting the financial capital is one of
the obstacles to start up business or for business growth, request women for credits from
microfinance institutions (Ekpe, 2011;lbru, 2009; Kuzilwa, 2005).The establishment of
Grameen Bank in Bangladesh has seen the role of microfinance as important source of
financial resource (capital) for women entrepreneurs. Microfinance as defined by World
Bank Report (2007), “Small loans that help poor people who wish to start or expand their
small business but, are not able to get banks to lend them”. While Asian Development Bank
(2008) referred microfinance as “provision of a broad range of financial services such as
deposits, loans, payment services, money transfers and insurance to poor and low-income
households and their micro enterprises”. Microfinance roles as working capital to finance the
business operation to start the business, business grow or expand the business (Ekpe, 2011)
and create opportunity for entrepreneurs to generate income (Brana, 2008).

Most of previous studies agreed that credit assistance to entrepreneurs especially women, aids
entrepreneurs performance which best resulted in improved income, output, investment,
employment and welfare of the entrepreneurs (Lakwo, 2007; Kuzilwa, 2005; Martin, 1999;
Peter, 2001). Study conducted in Nigeria (Ojo, 2009; UNCDF,2003), Tanzania (Kuzilwa,
2005), Haiti, Kenya, Malawi (UNCDF, 2003) were found to have positive impact on women
entrepreneurs’ performance. Salwa, Azahari and Tamkin (2013) agreed, microcredit
financing significantly lead to the success and positively affect to entrepreneurs success.
Therefore, the following hypothesis is developed:

H1 . There is significant relationship between microfinance as financial capital and

women entrepreneurs’ business performance.

Entrepreneurial Competencies

Man et al. (2002) defined entrepreneurial competencies as higher-level characteristic
encompassing personality traits, skills and knowledge. Bird (1995) described entrepreneurial
competencies “as underlying characteristics such as generic and specific knowledge, motives,
traits, self-images, social roles, and skills which result in venture birth, survival, and/or
growth.” Extending this view, entrepreneurs must equip themselves with competencies that
allow them to perform effectively in their business which may lead to firm performance as
the success or failure of the firm is largely influenced by the skills and abilities
(competencies) of the owners/entrepreneurs. Bird (1999) supported this view as
entrepreneurial competencies are carried by individuals being entrepreneurs whom begin and
transform organizations by adding value through organizing resources and opportunities.

There are numerous studies in entrepreneurship have assessed the entrepreneurial
competencies in developed economies. However, despite a body of studies relating to it
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(Mitchelmore & Rowley, 2010; Man et al, 2002), there are still gaps in the knowledge base
also the female entrepreneurs’ issues have generally been abandoned (Solesvik, 2012). As
entrepreneurial competencies are seen as important to business growth and success
(Mitchelmore & Rowley, 2010), the discussion of competencies in the literature is still
limited (Brinckman, 2008). In general, researchers focus entrepreneurial competency to
achieve superior performance, economic gain or business success (Spencer & Spencer, 1993)
which almost all research used firm performance as the indicator to investigate the outcome
of entrepreneurial competency. RBV analysis classified resources as tangible (financial or
physical) or intangible (i.e., employee’s knowledge, experiences and skills, firm’s reputation,
brand name, social capital). Competency, “the behaviour that an employee (or an
organization) must perform in a given situation in order to achieve high levels of
performance” (Woodruffe, 1991) is related to intangible resources. This is supported by
Sultana (2009) which describe the term competence is tend to be used interchangeably with
knowledge, skills, or ability (intangible resources) where the competence in job done is
presented by performance and outputs. The competency approach has been widely used to
study the managerial performance since the work of Boyatzis (1982) and is increasingly used
in the field of entrepreneurial performance (Man et al, 2002). Mitchelmore and Rowley
(2013) claimed, “There is widespread acknowledgement that success, performance and
growth of a SME is heavily dependent on the competencies of the entrepreneur”. Man et al.,
(2002)’s entrepreneurial model, show that entrepreneurial competencies play a vital role in
determining firm performance. In similar, Chandler and Jansen (1994, 1992) finds that
entrepreneurial competencies are positively related to firm/venture growth.

The study of women competencies by Lerner and Almor (2002) found in evidence of the link
between entrepreneur’s skills and venture performance also growth. Mitchelmore and
Rowley (2013) supported, entrepreneurial competencies of women owned business which
focussed on specific aspects of their competencies or skills is believed that women’s
competencies are competent and equivalent to those of male owned business. Hence, there is
a need to highlight the role of competencies for women entrepreneurs. This paper proposed
the dynamic entrepreneurial competencies perspective of Man (2001). Consequently eight
competencies domains were adopted namely (1) strategic, (2) commitment, (3) conceptual,
(4) opportunity, (5) organizing and leading, (6) relationship (7) personal, and (8) learning is
proposed as entrepreneurial competencies dimension in this paper. Therefore, the following
hypothesis is developed:

H2 . There is significant relationship between entrepreneurial competencies and women
entrepreneurs’ business performance.

Social Capital as potential mediator

Rauch (2012) claimed, “Social capital has been defined as networks of relationships and
resources that can be mobilized though these network (Nahapiet & Ghoshal, 1998; Bourdieu,
1986)”. Social capital can occurs at the individual, team or organizational level (Rauch, 2013;
Nahapiet & Ghoshal, 1998) which social capital is part of intangible resources and on the
every level will improve firm performance (Rauch, 2012). RBV also explains the effects of
social on firm performance (Newbert, 2007) which social capital is closely linked to a RBV
framework, because it is socially constructed and, therefore, imperfectly imitable (Rauch,
2012). The concept of social capital is a mix of networks, trust, norms, and reciprocity among
members of the society (Marin, Gelcich, Castilla & Berkes, 2012) and a set of social
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relationships with individuals, organizations, societies and business units. Roxas and Chadee,
(2011) explain, social capital such as networks, informal connections, inter-firm
relationships, and managerial ties are one of the more recent developments in the study of
intangible resources.

A study conducted by Kickul, Gundry, and Sampson (2007) on women entrepreneurs resulted
that formal and informal social capital can enhance their market growth and expansion. As
women entrepreneurs face many obstacles and challenges in obtaining business fund,
financial management and development of effective marketing also advertising, social capital
seems to be important to their business growth (Hisrich & Brush, 1983; Pellegrino & Reece,
1982). Aldrich (1989) supported, social capital can assist in efficient access to financial
capital. Social capital also is understood to expose entrepreneurs to a wide range of
opportunities especially from restricted networks also emotional support from network
members (Piazza-George, 2002; Cauce, 1986). Entrepreneurs are mostly depend on their
social ability to help them to increase their social capital (Aziz, 2010) which social capital
also often be used to balance the absence in human capital (Coleman, 1988). This is proven
by Jiang, Zimmerman and Guo (2012) on their case study of 11 women entrepreneurs from
Mid-Atlantic region of United States, social capital in the form of networks is directly and
positively related to business growth where the networks are important in achieving
entrepreneurial success by being their peer mentor and advisory.Thus, this study is focuses on
social capital as the mediating variable in the relationship between financial capital and
women entrepreneurs’ business performance. Thus, the following hypothesis is developed:

H3 . The relationship between microfinance as financial capital and women

entrepreneurs’ business performance is mediated by social capital.

Entrepreneurial Self Efficacy as potential moderator

Self-efficacy is defined as personal estimation of an individual’s cognitive and physical
capabilities needed to exercise control over situational demands (Sweida & Reichard, 2013).
The concept of self-efficacy is well explained by social cognitive theory, the belief a person
has in his or her capability to perform a given task (Bandura, 1997) and has been proven as a
determinant of individual performance (Bandura, 1986). Generally, three dimensions of self —
efficacy namely magnitude, strength and generality seem to have particular importance for
performance (Stajkovic & Luthans, 1998). In specific, self-efficacy can be divided into
Entrepreneurial Self-Efficacy (ESE) and General Self-Efficacy (GSE) which ESE refers to
the strengths of an individual’s belief that he or she is capable to perform successfully various
roles and tasks of entrepreneur (Urban, 2006) while Chen, Gully & Eden (2001) defined GSE
as individual’s belief in overall ability to affect the requisite performance across a wide
variety of achievement situations.

Entrepreneurial self-efficacy builds entrepreneurs’ self-confidence and ability to perform
entrepreneurial tasks which are the core resources for an entrepreneur. Stajkovic and Luthans
(1998) explains that self-efficacy is relevant to performance such as employees who
perceives highly efficacious will produce successful outcomes to their organization. Bandura
(1986,1982,1977) also supported that self-efficacy is the most effective predictor of
performance. Research on self-efficacy in educational studies also found positive direct
relationship between self-efficacy and individual performance (Seijts et al., 2004). While in
entrepreneurship research, most of the studies focus on the effect of self-efficacy on the
individual level rather than organizational level (e.g. Chen & He, 2011; Forbes, 2005). While
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limited studies on the self-efficacy of organization level, there is the need of more attention
on the role of self-efficacy at the organizational level (McGee et al.,2009;Hmieleski & Baron,
2008).Therefore, this paper is focusing on Entrepreneurial Self-Efficacy (ESE) specifically in
women entrepreneurs and the relationships towards women entrepreneurs’ business
performance. Thus, the following hypothesis is developed:

H4 . The relationship between entrepreneurial competencies and women entrepreneurs’
business performance is moderated by entrepreneurial self-efficacy.

Proposed Framework

Figure 4.1 : Proposed Conceptual Framework
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Figure 4.1 represent the proposed theoretical framework for this study. In detail, the proposed
framework contains 5 constructs which microfinance as financial capital and entrepreneurial
competencies play as independent variables while women entrepreneurs’ performance is the
dependent variables. This study also investigated the interaction effect of social capital as
mediating variable and self efficacy as moderating variable on the relationship towards
women entrepreneurs’ business performance. The thin line illustrates the mediating role of
social capital in microfinance — women entrepreneurs’ business performance. It indicates that
microfinance affects women entrepreneurs’ business performance through social capital.
Thus, social capital has a relationship with both microfinance and women entrepreneurs’
business performance. The tick line shows the direct relationship between entrepreneurial
competencies and women entrepreneurs’ business performance where entrepreneurial
competencies is believed to have a direct impact on women entrepreneurs’ business
performance. The moderating effect of self efficacy on the relationship between
entrepreneurial competencies and women entrepreneurs’ business performance is showed by
the dotted line. This means that entrepreneurial competencies — women entrepreneurs’
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business performance is dependent on self-efficacy and it affects both entrepreneurial
competencies and women entrepreneurs’ business performance.

Methodology

Since this is a conceptual paper, it reviewed theoretical and empirical literature particularly
on microfinance, entrepreneurial competencies, social capital, self-efficacy and women
entrepreneurs also business performance. Based on previous articles and literatures that has
been gathered, reviewed and synthesized, the proposed framework as illustrated in Figure 4.1
has been developed in line with the objective of this paper which to demonstrates the effects
of mediating and moderating of social capital and self-efficacy on the relationship between
microfinance, entrepreneurial competencies and WE’ business performance.

Conclusion and Implications

These days, women are belief as changing the global economy as entrepreneurs, consumers
and workers. Governments’ today has been focused on women entrepreneurs as their
contribution to the economy. The skills, training and entrepreneurship have been given
through the Ministry of Women, Family and Community Development and Amanah Ikhtiar
Malaysia (AIM) to boost up women empowerment in Malaysia. In 2010, 1 Azam programme
under Ministry of Women, Family and Community Development had successfully produced
2000 women entrepreneurs by obtaining impressive achievement in term of their income
generated (Minister of Women, Family and Community Development, 2013). Malaysia
government is planning to stick to this programme in order to help the poor by targeting the
women through entrepreneurship programme to reduce poverty as women power actively
played a meaningful role in social and development of Malaysia communities. Since women
entrepreneurs has been recognized as one of the backbone of country’s economy, the
determinants factors concerning their business performance is significantly important to be
discussed in academic research.

Thus, this paper is conducted to propose a framework which illustrates the relationship
between financial capital, entrepreneurial competencies and the mediating also moderating
role of social capital and self-efficacy on women entrepreneurs’ business performance. As for
practical implication, the finding from the proposed framework will provide a clear picture of
women entrepreneurs in Malaysia also would help the financial institution and government to
take appropriate decision and action which would improve their business performance. In
addition, by considering the determinants factors of business performance, women
entrepreneurs will be able to expand their business and generate more income and certainly
can compete with male entrepreneurs.
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