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Abstract

Purpose – Considering the existing evidence on the impact of female board members on the default risks of
an organization, the purpose of this study is to investigate the effect of board gender diversity, alongside
institutional characteristics and macroeconomic factors, on the financing costs of microfinance institutions
(MFIs).

Design methodology approach – This study collected unbalanced panel data of 1,190 unique MFIs
between 2010 and 2018 from the World Bank. The collected data, which covers a total of 95 developing and
emerging countries, was thereafter analyzed using the pooled ordinary least squares and random effects
model. To overcome endogeneity and omitted variable bias (e.g. time-invariant variables), the authors have
also used the generalized method of moments and fixed effects model, respectively. Different proxies of board
gender diversity and sub-sample analysis by regions were further undertaken to examine the robustness of
the obtained results.

Findings – The findings of this study revealed that board gender diversity has a statistically
significant negative effect on the financing costs of MFIs. This suggests that a gender-diverse board can
generate cheaper funding for MFIs by minimizing their default risks through effective monitoring and
strategic management. Furthermore, the negative impact of board gender diversity on financing costs
appears to be more pronounced when there is a minimum of two female board members in the
boardroom of MFIs. The results of this study remain consistent and valid regardless of alternate model
specifications (e.g. sub-sample analysis, use of alternative proxies of board gender diversity and
application of different estimators) and endogeneity issues. Ultimately, the findings in this study
reiterate the importance of promoting and implementing gender diversity in the boardroom to minimize
the financing costs of MFIs.
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Originality value – This study investigated the relationship between board gender diversity and
financing costs of MFIs by using relatively recent and global data. The minimum number of female board
members required to significantly reduce the financing costs of MFIs was also identified.

Keywords Financing costs, Gender diversity, Female board members, Interest rates, Microfinance,
Microfinance institutions

Paper type Research paper

1. Introduction
Microfinance remains an important development tool for addressing poverty and
promoting entrepreneurship and women empowerment in most developing
countries. Unfortunately, because of its exorbitant interest rates, modern
microfinance has been subject to serious criticism in recent years (Hudon et al., 2020;
Nwachukwu et al., 2018; Sun and Liang, 2021). As highlighted by Nwachukwu et al.
(2018), the average interest rate for financially self-sufficient microfinance
institutions (MFIs) stood at 28.48% and was observed to be even higher in other
studies – 35.4%, 20–80% (in emerging countries) and 36%, according to Cull et al.
(2007), Abrar (2019) and Campion et al. (2010), respectively. The high-interest rate
loans offered by MFIs have now become a subject of concern among managers,
practitioners and policymakers.

A singular important factor responsible for the high-interest rate charges of MFIs is the
shortage of internal funds. Most MFIs lack access to donations, deposits, subsidized funds
and capital markets (Rahman et al., 2018) and, consequently, rely on expensive debt sources
to fulfill their credit demands. Conventionally, access to cheaper sources of funding will
enable MFIs to offer affordable and low-interest loans to the poor, subsequently promoting
the financial inclusion agenda of the Sustainable Development Goals (SDGs). Our initial
assessment of secondary data revealed an increase in the overall financing costs [1] of the
global microfinance industry, particularly after 2013 (Figure 1), but with a slight decline
between 2016 and 2017. The overall rise in financing costs may also reflect the commercial
interest of investors toward the derivation of competitive returns from microfinance
businesses, among other factors.

That being highlighted, it is also worth noting that higher financing costs may
have a negative impact on the attainment of operational self-sufficiency (OSS)/
sustainability, thereby threatening the long-term viability of MFIs. To highlight the
importance of the long-term sustainability of MFIs, Yunus (2009), the pioneer of
microcredit, opined that a financially sustainable MFI is capable of serving the poor
more efficiently than a financially unsustainable one. Moreover, MFIs are also
required to achieve certain levels of financial self-sufficiency to attract private
investors and improve their outreach goals (Hermes and Hudon, 2018; Parvin et al.,
2020). However, a significant number of MFIs are not always able to secure adequate
private investors or equity investments to help expand their businesses, leading to
their dependence on donations and highly-priced debts to partly offset their
operational costs and extend loan services to the poor (Bhanot and Bapat, 2015;
Guti�errez-Nieto et al., 2017). As highly priced debt financing has an unfavorable
impact on the overall financial sustainability of MFIs, borrowers are expected to incur
higher interest expenses for their loans.

In light of the above-stated dilemma of MFIs, various propositions have been advanced
regarding the manner in which MFIs could achieve better financial sustainability and
provide cheaper loans to unbanked clients to enhance their outreach goals. In this study, we
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proposed that board gender diversity could help reduce the financing costs of MFIs,
subsequently enabling them to avail relatively cheaper loans to the unbanked population.
Existing studies have also documented that a diverse board tends to promote sound internal
governance of firms (Usman et al., 2019) through the enhancement of board independence
(Lucas-P�erez et al., 2015), proper monitoring (Adams and Ferreira, 2009), reduction of agency
costs (Reguera-Alvarado et al., 2017) and promotion of less risky investments (Faccio et al.,
2016). It can, therefore, be argued that a gender-diverse board will help reduce the default
risks of firms (Usman et al., 2019) and boost the confidence of potential lenders. Also, by
ensuring a gender-diverse board, MFIs may choose to avail potential lenders with a lower
financing rate to help sustain their services to the poor. MFIs benefit from lower financing
costs in two ways: first, it facilitates their achievement of better OSS and financial
performance (Bayai and Ikhide, 2018) [2]. Second, it allows them to offer products and
services to their clients at affordable prices. These, in turn, attract more potential unbanked
borrowers to seek credit fromMFIs, subsequently promoting their overall outreach goal and
the financial inclusion agenda of SDGs.

Our research is further motivated by the dearth of studies that explicitly investigate the
linkages between board gender diversity and the financing costs of MFIs. On the contrary,
numerous studies have been undertaken on the effects of board gender diversity on the costs
of debt in banking and non-banking industries (Hern�andez-Nicol�as et al., 2019; Kamil and
Appiah, 2022; Pandey et al., 2020; Usman et al., 2019). Moreover, there are limited studies on
the impact of various organizational, institutional andmacroeconomic factors on the costs of
debt/capital structure from a microfinance perspective (Abrar, 2019; Adusei and Obeng,
2019; Rahman et al., 2018). Therefore, this study, by investigating the effects of board gender
diversity on the financing costs of MFIs using a relatively recent and globally representative
sample, is a pertinent addition to the literature [3].

Specifically, our study contributes to the existing literature in the following ways. First, it
provides empirical evidence to the literature on the association between board gender
diversity and MFIs’ financing costs, which is a less explored area of research in the

Figure 1.

Trend of average
financing expense

over total liabilities of
microfinance

institutions globally
(2010–2018)

Impact of
board gender

diversity



microfinance industry. Second, the study proffers a better understanding of the relationship
between board gender diversity and the financial decisions of MFIs, because of the study’s
adoption of reliable, recent and relatively large-scale data of global MFIs from the data set of
the MIX Market. Additionally, several macroeconomic variables that may influence the
relationship under study were also controlled, and as the majority of corporate governance
literature on microfinance suffers from endogeneity issues (Nawaz et al., 2018), an
endogeneity-corrected technique such as the generalized method of moments (GMM) has
been deployed to ensure the robustness and reliability of the findings. Third, based on the
“critical mass” and “tokenism” theories, the minimum number of female board members
required to significantly reduce the financing costs of MFIs has been investigated.
Therefore, the findings in this study are expected to offer useful insights for policymakers,
donors and regulatory and auditing authorities on the beneficial role of gender diversity in
the boardroom of MFIs.

The remainder of the article is organized as follows: a brief discussion on board gender
diversity and microfinance, and the derivation of specific hypotheses are provided in
Section 2, followed by the modeling of the study and data (methodology) in Section 3. The
results are discussed in Section 4, while the conclusions, policy recommendations and
limitations of the study are presented in Section 5.

2. Literature review and hypothesis development
2.1 Gender diversity and microfinance: an overview
Microfinance is generally regarded as a “women’s business” and plays a dominant role in
the development of a nation through the provision of financial services to the unbanked
population, particularly in developing countries where the formal financial sector is largely
underdeveloped (Mia et al., 2019). However, high financing costs remain a major challenge
experienced byMFIs, leading them to resort to the much-criticized practice of charging high-
interest rates from borrowers – in a bid to offset their overall operational and financial costs.
Hence, strategic management practices which can help minimize financing costs of MFIs
and lower overall costs have become a center of attention for researchers, practitioners and
policymakers.

To our understanding, board gender diversity can influence the overall performance of
an organization. Gender diversity, particularly at the board level, enhances the financial
performance of an organization by increasing its revenue and reducing its operational costs
without jeopardizing the cost structure of the organization in question. This is consistent
with the findings of studies conducted by Strøm et al. (2014) and Vishwakarma (2017), which
revealed that gender diversity promotes the financial performance of MFIs. For any
organization, the potential benefits of having a diversified board are twofold: first, a
diversified board means diversified ideas, opinions, skills and knowledge. According to the
upper echelons theory, the top decisions of an organization, such as the competitive interest
rate of the firm and probable sources of financing, are made by top management (Finkelstein
et al., 1996; Hambrick and Mason, 1984). Therefore, a diversified board becomes better
equipped in making optimal financial decisions that will boost the performance of firms
(Gupta et al., 2021; Marinova et al., 2016; Memon et al., 2022). Second, a gender-diverse board
implies having diversified assets or resources (physical or intellectual), and according to the
resource dependence theory (Pfeffer and Salancik, 2003), each member of the board can pool
resources such as funds and information together for the organization. From this
perspective, the existence of a diversified board in MFIs could generate diversified access to
resources, including access to finance at lower costs.
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Numerous studies have comprehensively investigated the effect of gender diversity on
the financing costs of financial institutions (Ain et al., 2021; Faccio et al., 2016; Nguyen, 2020;
Usman et al., 2019), institutional value (Ararat and Yurtoglu, 2021; Green and Homroy, 2018)
and financial decision/performance (Al-Shaer and Zaman, 2016; Datta et al., 2021; Mia, 2022).
According to Faccio et al. (2016) and Adusei and Sarpong-Danquah (2021), female directors
tended to indulge in less risky investments and practices in a bid to minimize debt financing.
As women were commonly known to conduct more audits to ensure transparency (Gulzar
et al., 2019), board gender diversity plays a significant role in the overall business of firms,
including MFIs (Adusei, 2019). Likewise, Mia et al. (2022) highlighted that the significant
contribution of female board members to financial performance can be attributed to their
adoption of cost-effective strategies and approaches. Ararat and Yurtoglu (2021) also
concluded that the active involvement of female directors in the governance committee
increases the value of the institution. Therefore, the vital contribution of female board
members to firms’ decision-making processes requires further investigation from a cost
perspective.

2.2 Hypothesis development
In this section, three hypotheses based on the positive, negative and neutral relationships
between board gender diversity and financing costs were developed, in line with the study
conducted by Usman et al. (2019). As studies explicitly investigating the relationship from a
microfinance context are limited, literature on general banking and finance perspective has
been relied on to derive our hypotheses.

2.2.1 Efficiency hypothesis. Board gender diversity tends to improve decision-making
outcomes because of the presence of alternative viewpoints (Zahra and Pearce, 1989). It also
attracts better employees and promotes the external legitimacy of firms (Hambrick et al.,
2008). Moreover, gender-diverse boards promote corporate images and retention of the best
female employees (Dalton et al., 1999). Studies have also documented that a diverse board
improves board meetings and attendance (Adams and Ferreira, 2009). Female directors are
assumed to be more responsible than males (Fondas and Sassalos, 2000), as they tend to
play better supervisory roles (Adams and Ferreira, 2009) and are not overconfident (Daily
and Dalton, 2003). Consequently, a gender-diverse board promotes board independence
(Lucas-P�erez et al., 2015) and contributes to the reduction of agency costs (Reguera-Alvarado
et al., 2017). With the presence of female directors in the boardroom, less risky investment
decisions will be made (Faccio et al., 2016) and better corporate internal governance will be
ensured (Adams and Ferreira, 2009).

Studies also argued that female directors/board members tend to be more hard-working
than their male counterparts and can endure more pressure, because of their desire for a
better position in the boardroom (Eagly and Carli, 2003). Similarly, firms having female
directors automatically get higher credit ratings (Adusei and Obeng, 2019). With diversified
board members, firms could access varying external sources of funds to satisfy their
financial needs (Rahman et al., 2018). In addition, gender diversity reduces the debt costs of
bank-dependent firms (Karavitis et al., 2021) and creditors’ perception of the default risk,
because of the paucity of asymmetric information (Usman et al., 2019). Therefore, lenders
will become more confident to offer cheaper funds toMFIs having a gender-diverse board. In
light of the aforesaid, the following hypothesis is proposed:

H1. The proportion of female board members/board gender diversity has a significantly
negative effect on the financing costs of microfinance institutions, ceteris paribus.
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2.2.2 Inefficiency hypothesis. Gender diversity can negatively affect firms’ performance
because of impaired communication, conflicts and lack of cooperation (Pletzer et al., 2015).
Also, diversity at the board level can slow down decision-making processes and brew
disagreement at board meetings, ultimately contributing to inefficiency and poor firm
performance. In such a case, a gender-diverse board may possess a higher potential default
risk because of conflicts between managers and lenders, which can motivate the latter to
demand a higher rate of returns (Pandey et al., 2020). Therefore, in line with the argument of
Kamil and Appiah (2022), a second hypothesis regarding the positive relationship between
gender diversity and cost of debt is proposed:

H2. The proportion of female board members/board gender diversity has a
significantly positive effect on the financing costs of microfinance institutions,
ceteris paribus.

2.2.3 Neutrality hypothesis. Gender diversity may have no significant effect on firms’
performance (Adams and Ferreira, 2009) and may not be considered a significant factor
in the formulation of various committees in an organization. This supports the partial
inclusion of female directors in the boardroom (Peterson and Philpot, 2007), as their
contribution to the decision-making process at the board level is negligible. Such an
outcome is highly likely when the presence of female board members does not attain a
“critical mass” level to influence the board-level decision-making process (Pandey et al.,
2020). Furthermore, Kanter (1977) argued that the presence, absence or absolute
number of females in a group do not really matter, but their relative number do. Thus,
the following hypothesis is proposed:

H3. The proportion of female board members/board gender diversity has a neutral/
insignificant effect on the financing costs of microfinance institutions, ceteris
paribus.

Based on the above discussion, the study framework is developed in Figure 2.

3. Methodology
3.1 Modelling board gender diversity and financing costs
Considering the availability of unbalanced panel data, the following empirical expression
was advanced to investigate the impact of board gender diversity on the financing costs of
MFIs:

FINEXPit ¼ b0 þ b1 FEMBOARDit þ b2LNBOARDit þ b3ROAit þ b4DTEit

þ b5LLRit þ b6LSi þ b7PSi þ b8LNASSETit þ b 9INFjt þ b10GDPGRjt

þ «it

(1)

where i = 1, 2, 3. . .. 1,190 refers to the cross-sectional units of MFIs in a country j (95
countries), time period t = 2010, 2011. . ., 2018 and error term «it. The main variable of
interest (independent) in this study is the proportion of female board members
(FEMBOARD), while the control includes a set of organizational and macroeconomic factors
perceived to affect the costs of MFI funding. We have also controlled our model by
integrating time and region dummies (stated otherwise).
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3.1.1 Financial expense. The main dependent variable in this study is the financing expense
of MFIs, also known as the cost of debt, and is calculated as the ratio of financial expenses
on liabilities to total liabilities (FINEXP). While there are several other proxies to capture the
financial expense or cost of debt of MFIs (e.g. financial expenses over total assets), the
FINEXP is preferred, as it directly captures the costs incurred by MFIs because of
operational liabilities. As MFIs are also constrained by capital, they often resort to various
external sources of funds, including conventional/Islamic debt instruments, all of which
incur costs (Adusei and Sarpong-Danquah, 2021; Ahmad et al., 2020). Therefore, higher
financing expenses will strain the overall operational viability of MFIs. In other words, MFIs
should continuously explore ways to lower their financing costs to attain better operational
self-sustainability (Song et al., 2014).

3.1.2 Board size. Board size is an important organizational characteristic capable of
influencing the overall performance of a firm and is well-recognized in the literature on
corporate governance (Cheng et al., 2008). In highlighting the role of board size, John and
Senbet (1998) observed that a positive association exists between board size and the board’s
monitoring capability. In addition, a larger board size facilitates information transparency,
thus allowing firms to enjoy a lower weighted average cost of capital (Upadhyay and
Sriram, 2011). Hence, it can be argued that a larger board size contributes to greater
transparency, which ultimately reduces financing costs. This is further corroborated by

Figure 2.
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studies conducted by Lorca et al. (2011), where a negative association was observed between
board size and firms’ financing costs. Therefore, we have captured the board size by taking
the natural logarithm of the total number of board members (LNBOARD).

3.1.3 BLAU index. The BLAU index of diversity is a popular proxy of gender diversity
(Belaounia et al., 2020; Campbell andMínguez-Vera, 2008; Farhana, 2020) that has been used
in this study to enrich our model estimation. The BLAU is particularly relevant in this
study, as it considers the number of gender classes and the distribution of board members
between them. According to the study conducted by Campbell and Mínguez-Vera (2008),
gender diversity in the boardroom can enhance the overall firm performance and firm value.
The presence of female directors on the board produces superior competitive advantages for
firms and ultimately enhances their creditworthiness (Lee-Kuen et al., 2017). As gender
diversity promotes lower credit risks, reduced financing costs and, eventually, better
financial performance, a negative relationship between the BLAU Index and the financing
cost of MFIs is anticipated. In general, the BLAU index value ranges from 0 (all directors are
either male or female) to 0.5 (equal proportion of male and female directors).

3.1.4 Return on assets. Return on assets (ROA) is an important indicator of a firm’s
financial performance and also assesses the level of efficiency in the management of firm
assets (Campbell and Mínguez-Vera, 2008). A higher ROA enhances the financial position of
firms and their ability to repay creditors (Hang et al., 2019). It also minimizes their default
risks, thereby encouraging lenders to charge lower interest on their offered loans. Therefore,
a negative relationship is expected between the ROA and financing costs. The ROA was
estimated by taking the ratio of after-tax net income to average total assets.

3.1.5 Debt to equity ratio. The debt-to-equity ratio (DTE) is used to assess a firm’s financial
leverage, with a high DTE probably resulting in two different outcomes for MFIs. On the one
hand, a highly leveraged MFI will be able to borrow a bulk amount of funds at a much cheaper
rate, while on the other hand, an MFI possessing high DTE risks losing its bargaining power
with creditors (Opler and Titman, 1994), because of its already high leverage which signals a
high risk of potential investment in the firm (Chen et al., 2020). As a higher DTE indicates that
the firm had already taken a huge amount of loan and further lending may heighten its default
risk, potential investors are ultimately encouraged to request higher returns. Therefore, the
DTE, which was calculated by taking the ratio of total liabilities over total equities, is expected
to have amixed associationwith the financing costs of MFIs.

3.1.6 Loan loss rate. The loan loss rate (LLR) may indicate the portfolio quality or the
credit risk of an MFI (Fersi and Boujelbène, 2021). Higher risk exposure tends to reduce the
OSS and ROA of MFIs (Awaworyi Churchill, 2018). Moreover, donors, lenders and
international funding agencies consider repayment performance as a key indicator for
funding an MFI (Godquin, 2004). A higher LLR increases the credit risk of MFIs and
positively impacts their funding cost, consequently threatening their sustainability in the
long run. As investors generally charge higher interest rates to MFIs with more credit risks
to offset their high-risk exposure, we assumed that the LLR will positively affect the
financing cost of MFIs. We have calculated LLR by considering the total write-off (after
subtracting recovered loans) over the average gross loan portfolio.

3.1.7 Legal status. Legal status (LS) can also influence the financing decision and costs of
MFIs. While several types of LSs such as banks, credit unions/cooperatives, non-
governmental organizations (NGOs), non-bank financial institutions and rural banks exist,
they have all been broadly categorized into two: NGOs and non-NGOs. LS was included in
our model, because of its relationship with a firm’s borrowing costs (Fields et al., 2012). The
study conducted by Shailer andWang (2015) documented that government-owned firms can
borrow at much lower costs compared to non-government-owned firms. Furthermore, NGOs
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mostly use donated and subsidized funds, and investors have less expectation of returns
from them (Ghose et al., 2018). Therefore, a negative relationship is expected between LS and
the financing costs of MFIs, particularly NGOs. LS is a dummy variable that gets the value 1
in the case of NGOs and 0 otherwise.

3.1.8 Profit status. MFIs can be profit-oriented (e.g. microfinancing wings of some
commercial banks) or non-profit-oriented (e.g. civil societies organized at community,
national and international levels). As opposed to non-profit MFIs, investors of profit-
oriented MFIs may demand relatively higher returns. As most profit-oriented MFIs run
based on commercial interests (Nourani et al., 2022), investors are compensated based on
market returns. Considering the social cause of not-for-profit MFIs, they are expected to
experience much lower funding costs compared to their for-profit counterparts. A dummy
variable was used to capture the profit status (PS) of MFIs, with a profit-oriented MFI coded
as 1 and a non-profit-orientedMFI coded as 0.

3.1.9 Size. The size of an MFI could also be an important determinant of borrowing costs,
and it is assessed by the natural logarithm of total assets (LNASSET). A larger MFI tends to
access much cheaper loans because of its larger credit scale compared to its smaller
counterpart. Also, larger MFIs, because of their “size effect,” possess special bargaining
capacity with their lenders (Rahman et al., 2018) and are considered relatively safer, because
of their anticipated gains from the economies of scale (Borisova et al., 2015) which is valued
by the potential investors/lenders (Kamil and Appiah, 2022). Therefore, the size of MFIs is
expected to have a negative influence on their financing costs.

3.1.10 Inflation. Inflation (INF) and financing costs are expected to be highly correlated
(Lintner, 1975). Financial institutions are mostly affected by inflation rates, because of their
frequent use of borrowing and deposits in their operations. The heavy usage of debt financing
over deposits by MFIs in their operations would result in inflation having a positive impact on
their overall financing costs. Therefore, a positive association between inflation and the
financing costs of MFIs is expected. Consistent with studies conducted by Adusei (2016) and
Peprah and Adekoya (2020), we have included the inflation rates, which indicate the overall
rate of price change in the economy as a whole (see Table 1 for the full definition).

3.1.11 Gross domestic product growth. The gross domestic product growth (GDPGR) is
used to measure the overall economic progress of a country. Generally, GDP growth affects
the aggregate demand and aggregate supply, resulting in the creation of a trade-off in the
determination of nationwide borrowing costs. For instance, a progressive economy will
possess a well-developed financial system and high availability of funds. Therefore, the
developed financial system should be able to provide credit access at a cheaper rate (Levine,
2003). On the other hand, a higher GDP growth implies that the demand for capital will also
be higher. As such, the possibility of either a positive or negative relationship between the
GDP growth and financing costs of MFIs exists. To capture the effects of economic progress,
the overall average growth rate of GDP has been considered in our model. Kindly refer to
Table 1 for a detailed definition of each of the variables used in our empirical analysis.

3.2 Data
Relevant data were collected from the World Bank [4]. Large-scale data on the corporate
governance and income statements of global MFIs has been made available to researchers
for free, courtesy of the cooperation between the World Bank and MIX Market in 2019.
Further to the cleaning of the data for input errors (e.g. repeated MFIs) and exclusion of
missing data for all selected variables, a total of 1,190 MFI data from 95 economies were
retained. The study spans the period 2010–2018, as data on our main independent variable
(i.e. board gender diversity) was almost non-existent before 2010 and after 2018, as of the
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time of collecting the data. As data were voluntarily submitted to the World Bank by MFIs,
the majority of the MFIs do not consistently update their data, resulting in an unbalanced
panel data set. Moreover, several macroeconomic variables such as data on the inflation rate
and GDP growth were also collected from the World Development Indicators of the World
Bank. Each continuous variable was winsorized at 1% and 99% levels to ensure that our
findings are unaffected by the extreme outliers. Firm-year observations and the list of
countries are reported in Appendix 1 and 2, respectively.

4. Results and discussions
Table 2 presents the descriptive statistics of the sampled MFIs and the macroeconomic
variables. The mean financing cost of the selected MFIs was observed to be 7.54%, with

Table 1.

Definitions of the
variables

Abbreviation Full name Definition

Expected

sign

FINEXP Financial expense The ratio of financial expenses on liabilities divided by
total liabilities*

FEMBOARD The proportion of
female board members

The ratio of female board members to total board
members

–

BLAU BLAU index Defined as 1�
n

i¼1

X
P2
i , where Pi is the proportion of

group members in each of the i categories and the value
of n = 2 (men and women)

–

W1 One female board
member

W1 is a dummy variable, which gets the value 1 if the
MFI has only 1 female board member and 0 otherwise

–

W2 Two female board
members

W2 is a dummy variable; it takes the value 1 if the MFI
has only 2 female board members and 0 otherwise

–

W3 Three or more female
board members

W3 is a dummy variable and gets the value 1 if the MFI
has only 3 or more female board members and 0
otherwise

–

LNBOARD Board size Natural logarithm of the total number of board members �/þ
ROA Return on assets (Net Operating Income� Taxes)/Average Total Assets –

DTE Debt to equity ratio Debt to equity ratio þ/�
LLR Loan loss provision (Write-offs� value of loans recovered)/Average gross

loan portfolio
þ

LS Legal status LS is a dummy variable and takes the value 1 in the case
of NGOs and 0 otherwise

�/þ

PS Profit status PS is a dummy variable and takes the value 1 in the case
of profit-oriented MFIs and 0 otherwise

�/þ

LNASSET Size of MFIs Natural logarithm of the total assets (in US$) –

INF Inflation rate The GDP implicit deflator is the ratio of GDP in the
current local currency to GDP in constant local currency
Inflation, as measured by the annual growth rate of the
GDP implicit deflator, shows the rate of price change in
the economy as a whole

þ

GDPGR Gross domestic
product growth

The annual percentage growth rate of GDP at market
prices is based on the constant local currency

�/þ

Notes: *Financial expense on funding liabilities = All costs incurred in raising funds from third parties
including deposits, borrowings, subordinated debt and other financial obligations in addition to fee
expenses from non-financial services. Total liabilities: Total value of present obligations of financial
institutions arising from past events, the settlement of which is expected to result in an outflow from the
financial institution of resources embodying economic benefits
Source:Authors compilation from the World Bank
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minimum and maximum values of 0% and 31.77%, respectively. The 0% minimum value of
financial costs may imply that a minimum of one or more MFIs in our sample were heavily
dependent on charity or donation funds and, therefore, do not incur charges for using such
capital. Other than donations and charity, MFIs incur charges for using alternative fund
sources. As such, a minimum of one or more MFIs was observed to pay as high as 31.77% for
generating funds, which is considered exorbitant for a socially oriented institution like an MFI.
On average, our sample recorded 30.75% female board members, with a standard deviation of
24.34%. This implies that only around three out of ten MFI board members are female (yearly
proportion of female board members is presented in Appendix 3). The minimum and
maximum values of the variable FEMBOARD indicate that some MFIs in our sample were
fully run by female board members, while others had no female board members at all. To be
more specific, the means of the dummy variables for MFIs having one, two and three or more
female board members were observed to be 0.2836 (28.36%), 0.2199 (21.99%) and 0.3397
(33.97%), respectively. The result also indicated that approximately 15.64% (1–0.8436) of the
sampled MFIs in this study lacked female members in their boardroom. In general, our sample
comprises approximately 35.21%NGOs and 41.47%profit-orientedMFIs.

Before conducting the regression analysis, the existence of multicollinearity problems
among the independent variables was assessed using the correlation matrix. As presented in
Table 3, the value of the correlation matrix does not exceed 0.8, implying that the models
may not suffer from severe multicollinearity problems. We have also included a dependent
variable in the correlation matrix to provide an initial understanding of the relationship
(based on the coefficient sign) between variables of interest and their strength (based on the
correlation value). As per the correlation results reported in Table 3, none of the control
variables are highly correlated with the dependent variable as well.

To execute the objectives of the study, equation (1) was initially estimated using the
pooled OLS (POLS) and random effects model (REM), as the fixed-effects model (FEM) may

Table 2.

Descriptive statistics
(main variables)

Variable Mean SD Minimum Maximum

FINEXP 0.0754 0.0514 0 0.3177
FEMBOARD 0.3075 0.2434 0 1
BLAU 0.3074 0.1756 0 0.5
W1 0.2836 0.2836 0 1
W2 0.2199 0.2199 0 1
W3 0.3397 0.3397 0 1
BOARD* 7.7033 6.1911 1 57
LNBOARD 1.8801 0.5371 0 4.0431
ROA 0.0170 0.0664 �0.3123 0.1771
DTE 4.1975 4.2902 �3.9500 27.6300
LLR 0.0126 0.0256 �0.0401 0.1403
LS 0.3521 0.3521 0 1
PS 0.4147 0.4147 0 1
ASSET* 91,000,000 238,000,000 225,216 1,630,000,000
LNASSET 16.5567 1.9374 12.3248 21.2094
INF 5.6061 5.0760 �2.4910 26.6776
GDPGR 4.8479 2.5491 �3.0636 11.0952

Notes: All variables have a constant observation of 4,280. *BOARD: The number of total board members
and ASSET: The amount of total assets measured in US$. All continuous variables were winsorized at 1%
and 99% levels
Source:Authors based on the World Bank
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FINEXP FEMBOARD BLAU W1 W2 W3 LNBOARD ROA DTE LLR LS PS LNASSET INF GDPGR

FINEXP 1

FEMBOARD �0.0349** 1

BLAU �0.0451*** 0.4358*** 1

W1 0.0563*** �0.2530*** �0.0421*** 1

W2 0.0065 0.0326** 0.2944*** �0.3340*** 1

W3 �0.1055*** 0.6306*** 0.3621*** �0.4514*** �0.3808*** 1

LNBOARD �0.1937*** 0.0057 0.1774*** �0.2285*** 0.0132 0.4121*** 1

ROA 0.0295* 0.0420*** 0.0058 �0.0365** 0.0429*** 0.0153 0.0093 1

DTE �0.0854*** �0.0623*** �0.0241 �0.0163 �0.0256 0.0151 0.1212*** �0.0766*** 1

LLR 0.0663*** �0.0434*** �0.0101 0.0243 0.0142 �0.0482*** �0.0431*** �0.1259*** �0.039** 1

LS 0.0212 0.1463*** 0.1086*** �0.0841*** 0.0752*** 0.0982*** �0.0327** 0.0556*** �0.0892*** 0.0006 1

PS 0.1201*** �0.2232*** �0.1294*** 0.1720*** �0.0369** �0.2293*** �0.1199*** �0.0006 0.0543*** 0.0923*** �0.5908*** 1

LNASSET �0.1113*** �0.1687*** �0.0210 0.0105 0.0109 �0.0146 0.3023*** 0.1241*** 0.2237*** 0.0253** �0.2920*** 0.2709*** 1

INF 0.2016*** �0.0293* �0.0704*** �0.0178 �0.0074 �0.0340** �0.1160*** �0.0080 �0.0129 0.0127 0.0455*** 0.0745*** �0.1985*** 1

GDPGR �0.0400** �0.0059 �0.0442*** 0.0059 �0.0162 0.0054 0.0535*** 0.0306** 0.0762*** �0.1326*** 0.0140 0.1216*** �0.0372** 0.0706*** 1

Notes:We have estimated Pearson pairwise correlation. *p< 0.10; **p< 0.05; ***p< 0.01
Source:Authors
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be inappropriate for time-invariant variables such as PS and LS (Brown, Beekes, and
Verhoeven, 2011). To identify the best-fit model between the POLS and REM, the Breusch–
Pagan Lagrangian Multiplier Test (BPLM) was conducted, with the outcome favoring the
usage of the REM. Moreover, we have also included region dummies – namely, Africa, East
Asia and the Pacific, Eastern Europe and Central Asia, Latin America and the Caribbean
(LAC) andMiddle East and North Africa – in the regression (stated otherwise). However, the
South Asian region was treated as a base category.

Results of the Pooled OLS (Model 1) and REM (Model 2) are presented in Table 4. For
Model 2, the coefficient sign of our main variable of interest, that is, board gender diversity,
supports the first hypothesis (H1), and it is statistically significant. In other words, the
presence of female board members is negatively related to the financing cost of MFIs, which
suggests that MFIs with gender-diverse boards could generate funding at lower costs. Our
findings support the efficiency hypothesis of board gender diversity (H1) and the overall
result of Usman et al. (2019) but contrast the overall findings of Kamil and Appiah (2022).

Our findings further revealed that larger MFIs, larger board sizes and highly leveraged
MFIs have a statistically significant negative effect on the financing costs of MFIs. These
results may be justified by the fact that board and MFI sizes increase the bargaining power of
MFIs with potential lenders for lower funding costs. Additionally, larger MFIs enjoy economies
of scale, as their capital generation and bulk borrowing activities tend to result in a discounted
interest rate from their lenders. Regarding the risk profile of MFIs proxied by LLR, it has a
statistically significant positive effect on the funding costs of MFIs. This finding reiterates that
high-riskMFIs pay higher risk premiums to lenders to secure financing.

Table 4.

Base results (pooled
ordinary least

squares, random
effects model and

fixed effects model)

Model (1) Model (2) Model (3)

Dependent variable: FINEXP

POLS REM FEM

FEMBOARD �0.0047 (0.0033) �0.0085* (0.0045) �0.0093** (0.0047)
LNBOARD �0.0095*** (0.0017) �0.0049** (0.0022) �0.0009 (0.0022)
ROA 0.0223 (0.0179) 0.0061 (0.0226) �0.0113 (0.0136)
DTE �0.0009*** (0.0002) �0.0005** (0.0002) �0.0005** (0.0002)
LLR 0.1137*** (0.0385) 0.0942*** (0.0350) 0.0804*** (0.0283)
LS (NGO = 1 and 0 others) 0.0058*** (0.0018) 0.0078** (0.0033) –

PS (PROFIT = 1 and 0 others) 0.0135*** (0.0020) 0.0177*** (0.0034) –

LNASSET �0.0027*** (0.0005) �0.0043*** (0.0010) �0.0087*** (0.0015)
INF 0.0019*** (0.0002) 0.0007*** (0.0002) �0.0001 (0.0002)
GDPGR �0.0004 (0.0004) �0.0015*** (0.0004) �0.0020*** (0.0003)
Time dummy yes yes yes
Region dummy yes yes no
CONS 0.1277*** (0.0089) 0.1549*** (0.0163) 0.2275*** (0.0244)
Observations 4,280 4,280 4,280
F/Chi2 37.4220*** 328.7127*** 10.4701***
R2 0.1891 0.1708 0.0517
BPLM test 1,304.74***
# of MFIs 1190 1190

Notes: Fixed Effects Model considers time-invariant variables as fixed/constant; therefore, LS and PS have
no coefficient/standard errors in Model 3. Robust standard errors in parentheses. The robust standard
errors estimated here were based on the clustering of the firms/MFIs. *p< 0.10; **p< 0.05; ***p< 0.01
Source:Authors
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Profit-oriented MFIs have been observed to have higher financing costs compared to
non-profit-oriented MFIs, as indicated in their positive and statistically significant
coefficient sign. Understandably, creditors will charge profit-oriented MFIs competitive and
market rates, because of their vested commercial interest. Conversely, fund providers are
expected to charge NGO-MFIs lower interest rates, considering their non-PS (in most cases)
and pro-social cause. However, our empirical estimation revealed that NGOs incur higher
funding costs compared to their non-NGO counterparts. This result suggests that NGO-
MFIs may not be able to use conventional funding instruments and, therefore, resort to
limited and expensive funding opportunities instead. Contrary to the initial expectation,
ROA has a positive but statistically insignificant (Model 2) effect on the financing costs of
MFIs. This finding is in contrast with studies conducted by Miao et al. (2021) and Yugang
et al. (2021), which demonstrated a negative effect of ROA on the cost of debt financing.

With respect to macroeconomic variables, a significant positive effect of inflation on the
funding costs of MFIs was observed. This implies that in a highly inflationary environment,
MFIs have to pay higher capital costs to their creditors. As higher inflation erodes value, MFIs
are burdened with higher interest rates in their usage of capital generated from various market
sources. Interestingly, GDP growth has a negative and statistically significant effect on the
funding costs of MFIs, which highlights that in a progressive economy, the higher availability
of capital forces prices down, therebymaking capital relatively cheaper to borrow forMFIs.

For comparison’s sake, the FEM has also been estimated and reported along with POLS
and REM in Table 4 (Model 3). Another benefit of FEM is its ability to address omitted
variable bias and time-invariant heterogeneity (Islam, 1995; Lee and Kim, 2009). Our
findings further support the earlier observation of a significantly negative effect of female
board members on the financing costs of MFIs (Model 3).

4.1 Additional/robustness tests
As our sample comprises various geographical regions, we have randomly selected the LAC
microfinance sector and conducted a sub-sample analysis by re-estimating equation (1). Our
sub-sample analysis reconfirmed that board gender diversity has a negative and statistically
significant effect on the funding costs of MFIs (Table 5, Model 4). Apart from that, we
discovered that the ROA has a negative (insignificant) sign in the context of LAC microfinance
market as opposed to the positive (insignificant) sign in the base result (Table 4).

To further examine the robustness of our findings on board gender diversity, we have
replaced the proportion of female board members with the BLAU diversity index, in line
with the existing literature (Nekhili et al., 2020; Usman et al., 2019). Specifically, the BLAU
index investigates how equally, men and women are represented on the board (Abad, Lucas-
P�erez, Minguez-Vera, and Yagüe, 2017). Thereafter, we rerun equation (1) using REM, and
the results are reported in Table 5, Model 4. Again, a statistically significant negative effect
of BLAU was observed on the financing costs of MFIs, thus reiterating that board gender
diversity results in a lower financing cost of MFIs.

So far, the above-estimated models have consistently revealed that board gender diversity
has a negative effect on the financing costs of MFIs. However, most of the governance literature
in microfinance may suffer from endogeneity issues, because of reverse causality/omitted
variable bias. To ensure that our findings are unaffected by these endogeneity issues, we have
performed a two-step system generalized method of moments (GMM) developed by Arellano
and Bover (1995) and Blundell and Bond (1998). The GMM estimator is also, to some extent,
suitable for addressing the omitted variable bias/time-varying country effects (Doytch and
Uctum, 2011; Lee and Kim, 2009), as our model may have excluded some macroeconomic/
institutional characteristics that might influence the overall financing costs of MFIs [5]. In

JFRA



terms of model fitness and diagnostic tests, the GMM results are valid, given the existence of a
statistically significant effect of the lag-dependent variable, an insignificant Hansen test to
validate the instruments, an insignificant second order-serial correlation (AR2) and a lower
number of instruments compared to groups/MFIs (Table 6). Again, the main result remains the
same, that is, board gender diversity has a negative and statistically significant effect on the
financing costs of MFIs. Therefore, our study establishes and reaffirms the existence of a
negative relationship between female boardmembers and the financing costs of MFIs.

Further to the confirmation of the negative effect of board gender diversity on the
financing cost of MFIs via the aforementioned tests, the concepts of the “critical mass
theory” and “tokenism theory” were applied to determine the minimum number of female
board members required to exert a negative impact on the financing cost of MFIs. Based on
the tokenism theory, a single woman could be treated as a token with no significant
influence on board-level decision-making (Usman et al., 2019). This underscores the
importance of more female board members to influence the decision-making process at the
board level. In this regard, Kristie (2011) argued that “one is a token, two is presence, and
three is voice.” Therefore, consistent with the studies conducted by Gull et al. (2022) and
Usman et al. (2019), three different dummy variables have been created to capture the extent
of female board members in the boardroom of MFIs: a dummy variable equaling 1 if the
board has a female director and 0 otherwise (W1); another dummy variable equaling 1 if
the board has two female directors and 0 otherwise (W2); and the final dummy variable

Table 5.

Sub-sample analysis
(Latin America and
the Caribbean) and
alternative proxy of

board gender
diversity (BLAU),

random effects model

Model (4) Model (5)

LAC Full sample

Dependent variable: FINEXP

FEMBOARD �0.0157* (0.0082)
BLAU �0.0112** (0.0056)
LNBOARD �0.0145*** (0.0038) �0.0041* (0.0022)
ROA �0.0653 (0.0456) 0.0055 (0.0226)
DTE �0.0022*** (0.0008) �0.0005** (0.0002)
LLR 0.1333* (0.0708) 0.0930*** (0.0348)
LS (NGO = 1 and 0 others) 0.0059 (0.0073) 0.0081** (0.0033)
PS (PROFIT = 1 and 0 others) 0.0129*** (0.0043) 0.0184*** (0.0034)
LNASSET �0.0052** (0.0023) �0.0042*** (0.0010)
INF 0.0015** (0.0006) 0.0007*** (0.0002)
GDPGR �0.0015** (0.0007) �0.0015*** (0.0004)
Time dummy yes yes
Region dummy no yes
CONS 0.1873*** (0.0391) 0.1530*** (0.0161)
Observations 1,477 4,280
Chi2 130.4300*** 327.4253***
R2 0.2259 0.1709
# of MFIs 334 1190

Notes:Model 5:

FINEXPjit ¼ b0 þ b1 BLAUit þ b2LNBOARDit þ b3ROAit þ b4DTEit þ b5LLRit þ b6LSi

þb7PSi þ b8LNASSETit þ b9INFjt þ b10GDPGRjt þ «it (2)

Robust standard errors in parentheses. The robust standard errors estimated here were based on the
clustering of the firm. *p< 0.10; **p< 0.05; ***p< 0.01
Source:Authors
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equaling 1 if the board has three or more female directors and 0 otherwise (W3). Then,
we performed the analysis through REM, included year and region dummies and calculated
the robust standard errors at the firm level. The results are reported in Table 7.

Our findings support both the tokenism and critical mass theory, in the sense that a
single female board member has a negative but statistically insignificant impact on the
financing costs of MFIs. However, the effect becomes statistically significant when the
number of female board members is two or more. It is also worth noting that the effect of
three or more female board members was statistically significant at both 5% and 10%
levels, while the effect of two female board members was significant only at 10% level.
Therefore, it can be argued that board gender diversity will have a significantly negative
effect on the financing costs of MFIs in the presence of two or more female board members.
The findings for other control variables remain consistent with the earlier reported results.

5. Conclusions, recommendations and research directions
Motivated by the limited literature on board gender diversity and financing costs of MFIs,
we have used an updated and globally representative data set of 1,190 unique MFIs from 95
countries to test three hypotheses developed to assess the causal relationship between board
gender diversity and the financing costs of MFIs. Overall, we found a statistically
significant negative effect of board gender diversity on the financing costs of MFIs.

Table 6.

Two-step system
generalized method
of moments

Model (6)

Dependent variable: FINEXP

FINEXP t�1 0.4345*** (0.0205)
FEMBOARD �0.0106** (0.0044)
LNBOARD �0.0045** (0.0019)
ROA �0.0431*** (0.0140)
DTE �0.0005*** (0.0002)
LLR 0.0605*** (0.0232)
LS (NGO = 1 and 0 others) 0.0023 (0.0018)
PS (PROFIT = 1 and 0 others) 0.0074*** (0.0018)
LNASSET �0.0026*** (0.0004)
INF 0.0004** (0.0002)
GDPGR �0.0002 (0.0002)
Time dummy yes
Region dummy yes
CONS 0.1055*** (0.0095)
Observations 2,676
Chi2 90.1186***
AR1 (p-value) �4.7094 (0.0000)
AR2 (p-value) 1.0190 (0.3082)
Hansen (p-value) 164.8078 (0.3808)
# of instruments 184
# of MFIs 823

Notes:Model 6:

FINEXPjit ¼ b0 þ b1 FINEXPit�1 þ b2 FEMBOARDit þ b3LNBOARDit þ b4ROAit þ b5DTEit

þb6LLRit þ b7LSi þ b8PSi þ b 9LNASSETit þ b10INFjt þ b11GDPGRjt þ «it (3)

Standard errors in parentheses. *p< 0.10; **p< 0.05; ***p< 0.01
Source:Authors
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The findings suggest that a gender-diverse board is associated with lower financing costs of
MFIs, thereby supporting the board gender diversity-efficiency hypothesis. To confirm that
our results are unaffected by endogeneity issues (which is the case for most corporate
governance literature, because of reverse causality), the two-step GMM was performed,
which reaffirmed our findings. A significant negative effect of board gender diversity was
also observed when the model was assessed using other robustness measures such as the
FEM, the use of different proxies (e.g. BLAU) and sub-sample (e.g. LAC) analysis. Based on
the series of tests and robustness analysis, we are convinced that promoting board gender
diversity will reduce the financing costs of MFIs. The results remain robust and reliable
with respect to definition, modeling and technique. In addition, our findings further revealed
that a minimum of two female board members is required to significantly reduce the
financing costs of MFIs, as lesser than two female board members were observed to have a
statistically insignificant negative effect on the financing costs of sampled MFIs.

Our study outcome advises the promotion of board gender diversity in microfinance, as
some MFIs have few or no female board members in their board rooms. Particularly,
ensuring a minimum of two female board members could result in a significant reduction in
the financing cost of MFIs. Furthermore, we also recommend the inclusion of gender
diversity as part of the metrics for rating the performance of MFIs. In other words, credit-
rating agencies should consider the board gender diversity parameters when auditing
relevant MFIs. As our study documents that NGO-MFIs have a relatively higher financing

Table 7.

The number of
female board

members and the
financing costs of

microfinance
institutions, random

effects model

Model (7)

Dependent variable: FINEXP

W1 �0.0015 (0.0027)
W2 �0.0059* (0.0032)
W3 �0.0057** (0.0029)
LNBOARD �0.0031 (0.0023)
ROA 0.0061 (0.0227)
DTE �0.0005** (0.0002)
LLR 0.0946*** (0.0350)
LS (NGO = 1 and 0 others) 0.0081** (0.0033)
PS (PROFIT = 1 and 0 others) 0.0178*** (0.0034)
LNASSET �0.0042*** (0.0010)
INF 0.0007*** (0.0002)
GDPGR �0.0015*** (0.0004)
Time dummy yes
Region dummy yes
CONS 0.1522*** (0.0160)
Observations 4,280
F-statistics 330.9994***
R2 0.1715
# of MFIs 1190

Notes:Model 7:

FINEXPjit ¼ b0 þ b1 W1it þ b 2 W2it þ b 3 W3it þ b4LNBOARDit þ b 5ROAit þ b6DTEit

þb7LLRit þ b8LSi þ b9PSi þ b10LNASSETit þ b11INFjt þ b12GDPGRjt þ «it (4)

Robust standard errors in parentheses. The robust standard errors estimated here were based on the
clustering of the firm. *p< 0.10; **p< 0.05; ***p< 0.01
Source:Authors
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cost compared to their non-NGO counterparts, there is a need to support NGO-MFIs with
concessionary and subsidized funds to minimize their overall funding costs.

Additionally, MFIs should devise strategies to minimize their loan loss ratio, as it exposes
them to bankruptcy risk and ultimately prompts higher financing costs from potential lenders.
A plausible solution could be establishing a better loan-screening mechanism and after-service
loan monitoring to ensure timely loan repayment of borrowers. However, this warrants the
provision of adequate training and facilities to the loan officers who are the direct contact for
most microfinance clients. Furthermore, our findings on profit orientation are in sync with the
conventional argument that profit-oriented MFIs are likely to experience higher financing
expenses because of their commercial motive; however, we encourage potential lenders to lower
their financing costs for MFIs (regardless of their profit orientation), considering their primary
role of serving the poor. This would enable the profit-oriented MFIs to offset some of their
financing expenses and subsequently charge lower interest rates for their loan products.

While this study has contributed significantly to research on board gender diversity
and the financing costs of MFIs, it is not devoid of limitations. One of the possible extensions
of the study would be the examination of the lag effect of some of the variables in the model,
as their impact may not be immediate on financing costs. Second, the exploration of the
quadratic relationship between gender diversity and funding costs/other aspects of MFI
performance could also be considered in future studies. Third, as the effect of board gender
diversity may be mediated by some institutional characteristics of MFIs, the usage of
interaction/moderators with board gender diversity or other relevant variables could
generate interesting outcomes. Finally, a future study could also be conducted to examine
whether lower financing costs of MFIs as a result of board gender diversity make
microfinance affordable for the poor.

Notes

1. Financing costs, funding costs and financing expense were interchangeably used in this study.

2. Financial cost was used as the denominator in calculating OSS (see definition in Table 1); therefore, the
lower the value of financial expense, the greater the OSS. Moreover, lower financial expense reduces the
overall weighted average costs and ultimately stimulates the financial performance of MFIs.

3. For simplicity, “financing costs,” “costs of debt,” “funding costs” and “costs of borrowing” were
interchangeably used in this study.

4. The available data can be obtained from the following link: https://datacatalog.worldbank.org/
search/dataset/0038647

5. We wanted to include several other macroeconomic variables, such as lending rate, interest rate
spread and financial sector development. However, after exploring the data, we realized that
there are many missing observations. As a result, a substantial number of MFIs were eliminated
from our estimation, which eventually affect the overall results.
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Appendix 1

Table A1.

Firm-year
observations

Year Frequency (%) Cumulative

2010 611 14.28 14.28
2011 588 13.74 28.01
2012 472 11.03 39.04
2013 422 9.86 48.9
2014 520 12.15 61.05
2015 552 12.9 73.95
2016 441 10.3 84.25
2017 367 8.57 92.83
2018 307 7.17 100
Total 4,280 100

Source:Authors based on the World Bank data
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Appendix 2. List of countries

Afghanistan, Albania, Angola, Argentina, Armenia, Azerbaijan, Bangladesh, Belarus, 

Belize, Benin, Bhutan, Bolivia, Bosnia and Herzegovina, Brazil, Bulgaria, Burkina Faso, 

Burundi, Cambodia, Cameroon, Central African Republic, Chad, Chile, Colombia, 

Comoros, Costa Rica, Dominican Republic, Ecuador, El Salvador, Ethiopia, Fiji, Gambia, 

Georgia, Ghana, Guatemala, Guinea, Guyana, Haiti, Honduras, India, Indonesia, Iraq, 

Jamaica, Jordan, Kazakhstan, Kenya, Kosovo, Lebanon, Liberia, Madagascar, Malawi, 

Malaysia, Mali, Mexico, Moldova, Mongolia, Montenegro, Morocco, Mozambique, Nepal, 

Nicaragua, Niger, Nigeria, Pakistan, Panama, Papua New Guinea, Paraguay, Peru, 

Philippines, Poland, Romania, Rwanda, Samoa, Senegal, Serbia, Sierra Leone, Solomon 

Islands, South Africa, Sri Lanka, Sudan, Suriname, Tajikistan, Tanzania, Thailand, Togo, 

Tonga, Trinidad and Tobago, Tunisia, Turkey, Uganda, Ukraine, Uruguay, Uzbekistan, 

Vietnam, Zambia, Zimbabwe.

Source: Authors based on the World Bank data

Note: To conserve space, country-wise frequencies were not reported 

here; however, they can be requested from the corresponding author

Impact of
board gender

diversity



Appendix 3

Author affiliations

MdAslamMia, School ofManagement, Universiti SainsMalaysia, Penang,Malaysia

Tanzina Hossain, Department of Business Administration, Faculty of Business and Entrepreneurship,
Daffodil International University, Dhaka, Bangladesh

Zinnatun Nesa, School of Business and Economics, United International University, Dhaka,
Bangladesh

Md Khaled Saifullah, Department of Economics, School of Business and Entrepreneurship,
Independent University, Dhaka, Bangladesh

Rozina Akter, Department of Business Administration, Faculty of Business and Entrepreneurship,
Daffodil International University, Dhaka, Bangladesh, and

Md Imran Hossain, School of Management, Universiti Sains Malaysia, Penang, Malaysia and
Department of Finance, Jagannath University, Dhaka, Bangladesh

Corresponding author
Md Aslam Mia can be contacted at: aslammia@usm.my

For instructions on how to order reprints of this article, please visit our website:
www.emeraldgrouppublishing.com/licensing/reprints.htm
Or contact us for further details: permissions@emeraldinsight.com

FigureA1.

Proportion of female
board members in the
global microfinance
industry, 2010–2018

JFRA


	The impact of board gender diversity on the financing costs of microfinance institutions: a global evidence
	1. Introduction
	2. Literature review and hypothesis development
	2.1 Gender diversity and microfinance: an overview
	2.2 Hypothesis development
	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed



	3. Methodology
	3.1 Modelling board gender diversity and financing costs
	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed

	Undefined namespace prefix
xmlXPathCompOpEval: parameter error
xmlXPathEval: evaluation failed


	3.2 Data

	4. Results and discussions
	4.1 Additional/robustness tests

	5. Conclusions, recommendations and research directions
	References


