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Background of the Study
Microcredit: A service by banks, a government programme or an NGO. It is primarily designed to provide small loans to people who would not qualify for traditional banking services due to collateral. Researchers increasingly view microcredit as a key driver for expanding financial inclusion, alleviating poverty, and encouraging enterprise creation in low-income communities (Ault, 2016; Hani et al., 2024). This concept became covered worldwide with the work of Professor Muhammad Yunus and for Grameen Bank model in Bangladesh that proved how disadvantaged individuals could use loans from this kind of service to leverage their own income-generating activity.
Microcredit aims to alleviate poverty by promoting self-employment and enhancing the economic well-being, particularly of marginalized individuals, especially women. Microcredit allows people to start and grow small businesses, generate household income and a higher standard of living. Studies indicate that access to microfinance supports household financial stability alongside entrepreneurs' growth, driving economic advancement in rural communities (Parray et al., 2024).
 To reduce poverty from developing countries rural people’s self-employment plays an important role. However, people from poor communities often face several challenges to make small business such as limited access to initial capital, a lack of business knowledge and skills, weak infrastructure, and limited access to profitable markets. These problems make it difficult for rural businesses to survive and grow (Cho, Robalino and Watson, 2016).
Although people can get capital to start a business through microcredit but having credit alone is always not enough for long-term business success. Building a sustainable business requires strong operational skills, market knowledge, and financial literacy. Business Development Services (BDS) provide this essential foundation through training, mentoring, and market linkages, which enable entrepreneurs to utilize their credit effectively.  BDS include entrepreneurship training, business advice, mentoring, financial literacy, technical assistance, and market linkage support, all aimed at improving entrepreneurial skills and business performance (Cho, Robalino and Watson, 2016).
According to Abeysekera (2020), people who receive financial and non- financial service at a time are more likely to make sustainable business. As BDS gives the opportunities to people to achieve business knowledge and skill, helps to improve managerial capacities and reach wider market which make a business successful (Hani et al., 2024).
Many scholars has shown the link between microcredit and poverty reduction, women's entrepreneurship, financial inclusion, and rural development or BDS and rural self-employment. But a less number of studies have examine the combined role of these two services to support small business make by poor rural people.  Study such as (Gyimah et al., 2024; Musah, 2025) wanted to  justify the impact of microfinance alone (Gyimah et al., 2024; Musah, 2025) or on the effects of business development services alone (Amdemichael, 2025. Although recent work has begun to adopt an integrated 'microfinance-plus' approach combining financial and non-financial support (Tulika & Ram, 2025; Hartarska et al., 2025), evidence regarding its joint impact on rural enterprise sustainability remains fragmented. Evaluating this combined dynamic serves as the primary focus of the present study
Introduction
 Small business is significant to make job roles and make contribution to reduce poverty and support local economic growth.  Microcredit helps people to make entrepreneurship, by doing this household income and living standards.  But people not often could be able to make a sustainable business with credit alone, they need skill, knowledge and market information to grow and survive in long run (Bandiera et al., 2020; Shepherd and Williams, 2019).
To strengthen entrepreneurial capacity and drive business performance, microfinance institutions, government bodies, and NGOs offer Business Development Services that include training, mentorship, financial guidance, and market intelligence. Lensink et al. (2018) and Karlan and Valdivia (2011) found that combining financial services with business training can improve business practices, build entrepreneurial skills, and support the long-term sustainability of small businesses.
Despite this growing body of research, few studies have examined how microcredit and Business Development Services work together to support rural businesses to build and get success in long term. Most earlier research looks at either access to finance or business support services on their own. Very few studies look at how these two forms of support work together make small business grow particularly in developing countries (Lensink et al., 2018; Sievers & Vandenberg, 2007; Charfeddine & Zaouali, 2022; Ogujiuba et al., 2023).
To address this gap, this study examines the relationship between microcredit and Business Development Services in promoting entrepreneurship among low-income rural populations in developing countries. Specifically, it evaluates how integrating financial and non-financial support contributes to self-employment, enterprise growth, and broader socio-economic development.
1.1 Aim of the Study
The aim of this study is to understand the role of microcredit and BDS programme to rural small business growth and success. The study explores how the combined support of microfinance and BDS helps to support local economic growth and poverty reduction and improves the livelihoods of individuals and communities.
1.2 Objectives of the Study
1. To examine the role of microcredit in helping rural people start their own businesses.
1. To assess the contribution of microcredit to poverty reduction and socio-economic development.
1. To investigate the role of Business Development Services (BDS) in supporting entrepreneurs to establish sustainable businesses.
1. To evaluate the combined role of microfinance and Business Development Services (BDS) in promoting business growth.
1.3 Research Questions
1. How does microcredit help rural people start their own businesses?
1. How does access to collateral-free loans contribute to local economic development and poverty reduction?
1. What role do Business Development Services (BDS) play in helping entrepreneurs establish and sustain their businesses?
1. How do microcredit and Business Development Services (BDS) work together to support business growth?
1.4 Definitions and Scope
To clarify the focus of this study, key concepts are defined using existing literature. Rural areas simply mean locations outside major town with low population density, where livelihoods mostly depend on farming or informal work alongside limited access to formal banks and basic infrastructure like decent roads and internet (Ault, 2016; Cho et al., 2016; Kazungu, 2023; Pangriya, 2023). Within these settings, sustainable rural entrepreneurship involves business activities that remain profitable in the long run and genuinely improve household livelihoods, rather than offering short-lived gains. This idea combines enterprise continuity—meaning a small business keeps operating after loan repayment—with wider goals such as ongoing poverty reduction and better living standards (Debnath et al., 2019; Goldszmidt et al., 2022; Ozili, 2022). Given these definitions, the review focuses on studies from rural areas in developing regions that evaluate how microcredit and Business Development Services (BDS) influence business survival, income, and livelihood outcomes over time.
1.5 Significance and Contribution of the Study
Most studies look at loans (microcredit) and business training (BDS) as completely separate things. However, this study looks at how these two programs actually work together to help rural people start their businesses and keep them running and growing.
This study offers two key contribution:
· For Future Researchers: It provides future researchers a structured model on how to combine financial and non-financial support instead of keeping them separate 
· For Policymakers and NGOs: It provides a helpful model (conceptual framework) that shows exactly how loans and training work together to  foster an enabling environment for rural entrepreneurs. By using this model, NGOs and governments can plan much better programs that combine both types of help to truly support people.
2. Methodology
This chapter describes the methodology used to conduct the study. A systematic literature review (SLR) was chosen as the appropriate approach because the study is based entirely on existing research. It uses the CIMO framework to refine the research questions, follows PRISMA guidelines in conducting the review, and applies the CASP tool to assess the quality of the studies selected.
2.1 Research Design
This study applies an interpretivist lens to explore how microcredit and Business Development Services jointly enable rural communities to overcome poverty, establish enterprises, and sustain growth. Rather than testing statistical hypotheses or quantitative relationships, a qualitative systematic literature review (SLR) was selected to systematically synthesize empirical evidence, theoretical perspectives, and contextual factors governing rural enterprise support.
The research builds entirely on existing literature, drawing on empirical studies, review articles, and policy papers. By combining these insights, the study highlights common themes, points of debate, conflicting perspectives, and key research gaps in the current body of knowledge.
2.2 CIMO Framework for the Research Question
Because this study relies on secondary data, its primary objective is to synthesize and critically evaluate existing empirical literature. A qualitative systematic literature review was designed to examine how microcredit and business development services jointly support sustainable rural self-employment.
A clear review question was essential to this process. The Context-Intervention-Mechanism-Outcome (CIMO) framework provided the structural foundation to establish the research context, specify the primary interventions, analyze underlying mechanisms, and classify the outcomes. This framework directly guided the literature search, eligibility criteria, and final data synthesis.
	CIMO Element
	Application to this Study

	Context
	Rural communities in developing countries where entrepreneurs face financial and institutional constraints.

	Intervention
	Microcredit combined with Business Development Services (BDS).

	Mechanism
	Capability building through training, mentoring, financial literacy, and market access, enabling effective use of credit.

	Outcome
	Sustainable rural entrepreneurship, business growth, income generation, poverty reduction, and improved livelihoods.



2.3 Research Strategy — PRISMA
This review followed PRISMA guidelines (Page et al., 2021) to guide the selection process across four main stages. The initial search gathered relevant papers from the target databases. After that, titles and abstracts were screened to filter out unrelated studies. Then, full-text articles were checked against our selection criteria before choosing the final papers. Following this step-by-step process helps reduce personal bias and keeps the findings reliable.
2.4 Search Strategy
Literature was gathered from major academic databases, including Scopus, Google Scholar, Web of Science, ScienceDirect, Emerald Insight, and SpringerLink. These platforms were chosen for their broad coverage of peer-reviewed journals across entrepreneurship, development studies, economics, and business management, while also providing access to open-access articles. Search terms were combined using Boolean operators (AND/OR) to identify relevant studies:
1. Microcredit and poverty reduction
1. BDS and rural entrepreneurship
1. Microcredit and income-generating activities or self-employment
1. Financial inclusion and enterprise development
1. BDS and microcredit and rural entrepreneur
1. Microcredit and rural entrepreneur
2.5 Inclusion and Exclusion Criteria
Inclusion Criteria
1. Peer-reviewed journal articles.
1. Studies published between 2010 and 2026.
1. Articles written in English.
1. Research focusing on microcredit, microfinance, Business Development Services, rural entrepreneurship, or income-generating activities.
1. Empirical studies, systematic reviews, and policy-related research.
Exclusion Criteria
1. Articles published before 2010, unless considered highly relevant.
1. Conference abstracts without full papers.
1. Non-English publications.
1. Studies unrelated to entrepreneurship or Business Development Services.
1. Duplicate publications.
2.6 Study Selection Process
Studies were selected in alignment with PRISMA guidelines. At the beginning, all database results were uploaded into reference management software to remove duplicate entries. Then, titles and abstracts were screened to exclude articles that did not focus on microcredit, Business Development Services, rural entrepreneurship, or income-generating activities. After that, full-text papers were read in detail, and studies providing clear data relevant to the research questions were chosen for the final analysis.
2.7 PRISMA Flow Diagram
	Stage
	Records

	Identification — Records identified from databases
	1,480

	Duplicates removed
	360

	Screening — Records screened
	1,120

	Records excluded
	940

	Eligibility — Full-text articles assessed
	180

	Full-text articles excluded, with reasons
	158

	Included — Studies included in qualitative synthesis
	34



Table 2.8: Breakdown of Initial Database Search Results
A search across six academic databases produced a total of 1,480 records, as shown below.
	Database
	Application of Search Filters and Keywords
	Results

	Scopus
	Title, Abstract, Keywords
	340

	Web of Science
	Topic (Title, Abstract, Keywords)
	280

	ScienceDirect (Elsevier)
	Title, Abstract, specified keywords
	310

	Emerald Insight
	Abstract and Title
	190

	SpringerLink
	Content and Abstract
	210

	Google Scholar
	Title and broad keyword matches (first 15 pages)
	150



2.8 Quality Appraisal — CASP




Study quality was checked using Critical Appraisal Skills Programme (CASP) tools matched to each study setup. The review looked at key areas like research aims, study setup, sampling, data collection, ethical issues, bias, analysis, results, and overall value. Each study was given a score from 1 (very low quality) to 5 (excellent) based on these points. These ratings are listed in the data extraction table and were used to help guide the final findings.



2.9 Data Extraction Table
The table below presents an illustrative subset of six of the 34 studies included in the review. Each row shows how a study was coded (open coding, axial coding, and pattern coding into a theme) and synthesised into the discussion in Chapter 3.
	No.
	Author (Year)
	Country
	Concept
	Theoretical Lens
	Method
	Key Findings
	Research Gap
	CASP (/5)
	Open Coding
	Axial Coding
	Pattern Coding (Theme)

	1
	Abeysekera (2020)
	Sri Lanka
	Microcredit + BDS (credit-plus model)
	Human Capital Theory / Capability Approach
	Mixed methods
	Integrating microcredit with mentoring, financial literacy, and entrepreneurship training improves business performance and loan repayment.
	Limited evidence on long-term effectiveness; MFIs often lack capacity to deliver quality BDS.
	5/5
	Financial literacy; mentoring; entrepreneurship training; institutional capacity
	Integration of financial and non-financial services improves entrepreneurial capability
	Integrated credit-plus services improve entrepreneurship but depend on institutional support

	2
	Debnath et al. (2019)
	Bangladesh
	Microcredit and women's empowerment
	Women's Empowerment Framework
	Quantitative survey
	Microcredit improves household decision-making but has limited effects on women's control over income, mobility, and enterprise ownership.
	Few studies examine whether integrating BDS with microcredit enhances women's empowerment and entrepreneurial outcomes.
	4.5/5
	Household decision-making; gender norms; income control; empowerment
	Women's empowerment depends on financial access and capacity-building support
	Microcredit alone is insufficient for women's economic empowerment

	3
	Goldszmidt et al. (2022)
	Developing countries
	Microcredit and poverty reduction
	Development Economics
	Systematic review / meta-analysis
	Microcredit increases short-term investment but rarely leads to sustained income growth or enterprise formalisation.
	More research needed on conditions under which microcredit combined with BDS contributes to sustainable poverty reduction.
	5/5
	Poverty reduction; business sustainability; contextual factors; income growth
	Sustainable poverty reduction depends on complementary support and institutional context
	Credit alone has limited long-term poverty reduction effects

	4
	McKague et al. (2017)
	Developing countries
	BDS and rural entrepreneurship
	Institutional Theory
	Case study
	Social microfranchising combines finance, business support, and market linkages to strengthen rural enterprises.
	Limited longitudinal evidence on the sustainability of integrated BDS and finance models.
	4/5
	Market linkages; institutional barriers; business support
	Institutional support strengthens rural entrepreneurship
	BDS addresses institutional barriers and supports enterprise sustainability

	5
	Khanam et al. (2018)
	Bangladesh
	Microcredit, BDS, and rural entrepreneurship
	Human Capital Theory
	Empirical quantitative study
	Business training improves entrepreneurial skills, business performance, and loan repayment.
	Limited evidence on which BDS components are most effective for women's entrepreneurship and poverty reduction.
	4.5/5
	Business training; entrepreneurial skills; financial literacy; market access
	Different BDS components influence entrepreneurial outcomes differently
	Effective BDS transforms microcredit into sustainable entrepreneurship

	6
	Karlan and Valdivia (2011)
	Peru
	BDS (business training) added to group microfinance lending
	Human Capital Theory
	Randomised controlled trial
	Business training improved business knowledge and practices for female microfinance clients, with modest effects on revenues/profits.
	Limited evidence on long-run, rural-specific business growth outcomes when training is bundled with credit.
	4/5
	Business training; group lending; knowledge transfer
	Non-financial training complements group-based credit delivery
	Bundled training improves practices more than revenue in the short run



2.10 Ethical Considerations
As this study uses only publicly available, peer-reviewed literature, formal ethical clearance was not required. However, standard ethical principles for secondary research were strictly followed: all sources were interpreted objectively, cited accurately using the Harvard system, and properly referenced to prevent plagiarism.
2.11 Limitations of the Methodology
This review only included articles published in English. As a result, some important studies published in other languages may have been excluded. Another limitation is that only open-access, peer-reviewed articles were used, which could affect how comprehensive the review is. In addition, because the review uses qualitative synthesis rather than meta-analysis, it is not able to statistically combine effect sizes across studies. 
3. Literature Review
This chapter reviews the existing research on microcredit, Business Development Services, small business, rural entrepreneurship, socio-economic growth, and poverty reduction. Its purpose is to synthesise previous studies and the main theories explaining how microcredit and BDS relate to long-term, sustainable rural entrepreneurship. The chapter defines microcredit, rural entrepreneurship, and BDS in practice, and focuses on how they help people start and grow businesses, reduce poverty, and improve socio-economic development. In comparing earlier findings, the chapter does not simply report where researchers disagree; where the evidence allows, it also examines why their conclusions diverge, before setting out the research gap that this study addresses.
3.1 Microcredit and Rural Entrepreneurship
Microcredit provides small loans that give people access to financial resources, allowing them to start businesses, increase profits, and expand their enterprises, particularly in developing economies where access to formal finance is limited (Chliova et al., 2015). However, Wickramasinghe and Fernando (2017) find that some low-income borrowers use their loans to cope with household risks rather than for the business investments they were intended for.
These two findings are not necessarily contradictory; they point to different institutional and social conditions rather than to a flaw in microcredit itself. Where borrowers face high household vulnerability, such as illness, seasonal income shocks, or the absence of formal insurance and safety nets, diverting a loan towards consumption smoothing is a rational response to risk rather than misuse of the product (Wickramasinghe and Fernando, 2017; Ault, 2016). By contrast, where lending is paired with more stable household conditions and clearer business intent, as in Prathap and Sreelakshmi's (2021) study of rural women in South India, microcredit is more likely to support economic independence, helping women start businesses, earn their own income, and save for their families' future needs. This enables rural entrepreneurs to turn initial business ideas into ongoing operations (Khan and Khan, 2016). The divergence between these studies therefore appears to reflect differences in household vulnerability and the availability of complementary risk-management mechanisms, rather than a simple contrast between ‘success’ and ‘failure’ cases.
A similar pattern of underlying, explainable divergence appears in research on gender. Debnath et al. (2019) find that microcredit alone does not guarantee successful entrepreneurship or women's empowerment in rural Bangladesh. Many women have limited control over the loans they receive because male family members often decide how the money is used, and the pressure of regular repayments can increase women's financial stress and workload. This outcome is better explained by pre-existing intra-household bargaining norms and social structures than by any inherent design fault in microcredit: evidence from the same context shows that microcredit improves women's involvement in household decisions and legal awareness, even as its effect on mobility, income control, and independent purchasing decisions remains limited or mixed (Debnath et al., 2019). In other words, the loan product interacts with, rather than overrides, existing social institutions.
Ashta et al. (2014) further show that poor lending assessments can create serious financial problems. When lending institutions extend loans without properly checking whether borrowers can repay them, vulnerable households can become trapped in cycles of debt, leading to financial hardship, stress, and family conflict. Institutional weaknesses in credit assessment, rather than the concept of microcredit itself, therefore appear to be the more proximate cause of debt-trap outcomes reported elsewhere in the literature.
Taken together, empirical evidence highlights that while microcredit provides vital financial access to support rural entrepreneurship, its overall effectiveness depends heavily on institutional lending practices and household-level socio-economic contexts at least as much as on the loan itself. Financial capital alone is not enough to ensure sustainable business development; entrepreneurial success also depends on business knowledge, management ability, institutional support, and market access (Chliova et al., 2015; Debnath et al., 2019; Dalla Pellegrina et al., 2021).
3.2 Microcredit, Socio-Economic Growth and Poverty Reduction
Microcredit is widely seen as an effective way to improve financial inclusion, reduce poverty, and help low-income individuals participate in income-generating activities (Ault, 2016; Hani et al., 2024). However, researchers argue that access to credit alone does not guarantee better business performance or higher living standards; the impact of microcredit depends on the economic environment, the characteristics of the borrower, and the support available alongside the loan (Abeysekera, 2020; Fu and Krauss, 2024).
The literature here contains a genuine, and instructive, disagreement about whether microcredit tends to alleviate poverty or, in some settings, trap households in debt. Yin et al. (2023) find that microcredit can create jobs and improve business performance when loans are supported by government subsidies, and Fu and Krauss (2024) similarly report that businesses in strong, active markets are more likely to benefit from access to credit. Set against this, Musah (2025) finds that many small business owners struggle with high interest rates, fixed repayment schedules, limited financial knowledge, and unstable business conditions, so that loan repayments reduce the money available for investment and, in some cases, trap borrowers in a cycle of debt. Goldszmidt et al. (2022) similarly find that although microcredit may increase business investment or household spending in the short term, it rarely leads to lasting improvements in income or helps informal businesses become formal.
Rather than treating these as simply conflicting results, it is more useful to ask what separates the two sets of studies. The positive findings in Yin et al. (2023) and Fu and Krauss (2024) occur where credit is embedded within a stronger institutional environment, either through government subsidy or an already active local market, so that the loan is only one input among several favourable conditions. The negative or mixed findings in Musah (2025) and Goldszmidt et al. (2022) occur in more typical, unsubsidised microfinance settings, where saturated informal markets, seasonal agricultural risk, and weak complementary institutions leave borrowers exposed to the full cost of repayment without the market conditions needed to translate credit into sustained income growth. The discrepancy therefore appears to reflect institutional and market-level variation rather than an inconsistency in how microcredit itself functions; the same financial product produces different outcomes depending on the institutional weaknesses or strengths, and the social and economic context, surrounding it.
Overall, the evidence suggests that the traditional microcredit model has important limits. Simply providing loans is unlikely to produce sustainable business growth or long-term poverty reduction unless borrowers also receive other forms of support, and unless the surrounding market and institutional environment is favourable. Lending institutions should therefore combine credit with financial education, business training, flexible repayment options, and digital financial services, to help borrowers manage and grow their businesses (Lwesya and Mwakalobo, 2023). As noted in Section 1.4, this body of research focuses primarily on household and livelihood sustainability, tracking indicators such as income, spending, and debt burden rather than long-term enterprise survival.
3.3 Business Development Services and Rural Entrepreneurship
The relationship between Business Development Services (BDS) and rural entrepreneurship shows that financial capital alone is rarely enough to achieve sustainable business growth. Some studies argue that access to credit by itself has limited impact on reducing rural poverty, and that financial services need to be paired with non-financial support, such as practical technical training, leadership mentoring, and stronger market and supply-chain links (Kazungu, 2023; McKague et al., 2017; Sievers and Vandenberg, 2007).
One approach that reflects this combined model is social microfranchising (Kistruck et al., 2011). In rural areas where markets are underdeveloped and public institutions are weak, social microfranchising helps fill these institutional gaps by giving entrepreneurs proven business models, ongoing support, and market connections. This helps necessity-driven entrepreneurs build and sustain viable businesses despite difficult local conditions (McKague et al., 2017).
Although the value of combining financial and non-financial support is widely recognised, putting it into practice remains difficult. Delivering credit and training together often creates a heavy administrative burden for local service providers, while offering them separately can leave clients with fragmented and poorly coordinated services (Sievers and Vandenberg, 2007). General networking and training programmes also often fail to reach marginalised groups, because they do not properly address differences in language, literacy, and social exclusion (Kazungu, 2023).
Current research also faces a key limitation, as most studies focus on urban settings rather than rural contexts. For instance, traditional classroom-based training models often prove unsuitable for remote or mountainous regions, where high transport costs diminish the practical value of such support (Pangriya, 2023). Most studies also rely on short-term evidence and give little attention to long-term outcomes, such as business sustainability and household asset accumulation (Suzuki and Igei, 2017). Together, these studies show that Business Development Services strengthen entrepreneurial ability by improving knowledge, management skills, and market access, primarily supporting business-level rather than household-level sustainability as defined in Section 1.4, though implementation challenges and contextual differences continue to affect their long-term effectiveness (Kazungu, 2023; Suzuki and Igei, 2017).
3.4 Microcredit Combined with BDS and Rural Self-Employment
Combining microcredit with non-financial Business Development Services is increasingly seen as a more effective way to support rural entrepreneurship than credit alone (Lensink et al., 2018; Karlan and Valdivia, 2011). Access to finance is important for starting a business, but financial capital by itself is often not enough to enable sustainable business growth among low-income entrepreneurs, particularly women in resource-limited rural areas (Abeysekera, 2020; Bernard, Low and Khin, 2016; Khanam et al., 2018). Many borrowers lack the business knowledge, technical skills, and market connections needed to turn loans into profitable enterprises. In this context, financial literacy, entrepreneurship training, vocational skills development, and market linkage programmes become important for strengthening borrowers' ability to manage and grow their businesses.
To address these capability gaps, MFIs often implement a ‘credit-plus’ model that pairs financial loans with targeted business support through individual mentoring, group-based training, and regular meetings during joint liability lending sessions (Abeysekera, 2020; Bernard, Low and Khin, 2016). These group meetings offer a practical, low-cost way to deliver training while also supporting peer learning and accountability. Research shows that this combined approach can improve business performance through higher sales, higher profits, and stronger entrepreneurial abilities. At the institutional level, MFIs also benefit from better loan repayment, higher client retention, and a larger savings base, suggesting that financial and non-financial services can create value for both sides (Abeysekera, 2020; Bernard, Low and Khin, 2016; Khanam et al., 2018).
However, the credit-plus approach does not always work equally well everywhere. While many studies report positive outcomes, these benefits often depend on the quality, relevance, and consistency of the support provided. In practice, many MFIs struggle to deliver effective BDS because of limited institutional capacity, poor staff training, weak monitoring and evaluation systems, and financial constraints (Abeysekera, 2020; Khanam et al., 2018). High interest rates and strict weekly repayments can also work against the businesses they aim to help, since borrowers must focus on making immediate payments instead of investing in long-term growth. Simply combining BDS with microcredit does not guarantee long-term business success; the outcome depends on how well these services are designed and matched to the real needs of rural entrepreneurs. Overall, the literature suggests that combining microcredit with Business Development Services offers greater potential for sustainable entrepreneurship, on both the business and household metrics set out in Section 1.4, than financial services alone. However, evidence remains scattered on which combinations of services produce the greatest long-term impact on rural entrepreneurship, and this is an area that needs further research (Abeysekera, 2020; Bernard, Low and Khin, 2016; Khanam et al., 2018).
3.5 Synthesis of the Literature and Research Gap
The literature shows that microcredit has become an important financial tool for promoting entrepreneurship, financial inclusion, and poverty reduction among low-income populations. Access to collateral-free loans allows rural households to set up small businesses, earn income, and improve their livelihoods (Ault, 2016; Hani et al., 2024). Even so, evidence consistently shows that access to finance alone does not guarantee successful entrepreneurial outcomes. Many borrowers still experience business failure because of poor management skills, weak financial literacy, limited market access, limited business networks, and difficult institutional environments (Debnath et al., 2019; Goldszmidt et al., 2022).
The literature also shows that Business Development Services (BDS), including entrepreneurship training, mentoring, technical assistance, financial literacy programmes, and market linkage support, strengthen entrepreneurs' abilities and improve business performance. Studies suggest that entrepreneurs who receive both financial and non-financial support generally achieve better business outcomes than those who receive credit alone (Abeysekera, 2020; Khanam et al., 2018; McKague et al., 2017). However, the effectiveness of these combined approaches varies widely, depending on institutional capacity, programme quality, local market conditions, and the socio-economic characteristics of borrowers.
When looking at the two outcome metrics defined in Section 1.4, current research focuses more consistently on business-level sustainability, evidenced through revenue, profitability, and enterprise survival, than to household-level poverty alleviation, evidenced through durable income, assets, and resilience. Few studies measure both metrics within the same sample, which makes it difficult to establish whether business-level gains from combined microcredit-BDS programmes reliably translate into household-level poverty reduction, or whether the two outcomes can diverge.
Although earlier studies have examined microcredit, Business Development Services, poverty reduction, and entrepreneurship on their own, few studies have systematically examined how microcredit and Business Development Services interact to promote sustainable rural entrepreneurship. Most research assesses either financial services or non-financial services separately, and little attention has been given to how combining financial resources with entrepreneurial capabilities contributes to long-term business sustainability. Much of the existing evidence also focuses on short-term outcomes, such as loan repayment, business start-up, or income generation, with less attention to sustainable business growth, enterprise resilience, and long-term livelihood improvement. These gaps point to an important limitation in the current literature.
This study therefore aims to address this gap by bringing together existing evidence on the combined role of microcredit and Business Development Services in promoting sustainable rural entrepreneurship and income-generating activities, through a systematic literature review.
3.6 Theoretical Foundation
3.6.1 Financial Inclusion Theory
Financial Inclusion Theory focuses on how access to financial services—such as credit, savings, insurance, and payments—helps individuals and small businesses contribute to economic development (Ozili, 2022). According to this perspective, low-income households often remain poor because formal banks reject them due to irregular income, geographical isolation, limited financial history, or a lack of collateral (Ozili, 2022).
In rural areas, microcredit offers collateral-free loans that help individuals set up and keep small businesses running (Ozili, 2022; Jalil, 2021). This credit allows owners to buy equipment, cover operational costs, and grow household income (Gyimah et al., 2024). Financial Inclusion Theory therefore explains why wider credit access supports entrepreneurship and reduces poverty (Ozili, 2022; Jalil, 2021), directly aligning with the household and livelihood metrics in Section 1.4.
However, the theory also acknowledges that credit alone does not guarantee business success (Ozili, 2022). Borrowers still need to manage their funds effectively and adapt to shifting market conditions. If entrepreneurs lack basic management skills or institutional backing, credit delivers limited value. The theory thus supports the view that microcredit is an essential starting point, though business support remains vital to keep rural enterprises operating over time.
3.6.2 Resource-Based View (RBV) Theory
The Resource-Based View (RBV) suggests that businesses gain a long-term advantage when they hold resources that are valuable, rare, and hard for others to copy or replace (Wernerfelt, 1984; Barney, 1991). These resources include physical assets like funding, as well as skills, experience, management ability, and business networks (Barney, 1991).
In this research, microcredit provides the funding needed to establish and maintain small enterprises. However, RBV suggests that money alone does not ensure long-term business performance. Entrepreneurs also require intangible assets—such as skills and experience—to manage that capital effectively (Lopes, Ferreira and Farinha, 2021)
Business Development Services supply these non-financial assets through training, mentoring, technical guidance, and market support. By building management skills and fostering decision-making, these services help entrepreneurs run their businesses more effectively. RBV therefore shows why combining microcredit with capacity-building support leads to stronger business outcomes than providing credit on its own (Lopes, Ferreira and Farinha, 2021), directly connecting to the business-level metrics outlined in Section 1.4
RBV therefore provides a theoretical explanation for the complementary relationship between microcredit and Business Development Services in promoting sustainable rural entrepreneurship (Lopes, Ferreira and Farinha, 2021).
3.6.3 Integration of the Theories
Together, Financial Inclusion Theory and the Resource-Based View provide a comprehensive lens for understanding rural entrepreneurship (Ozili, 2022; Barney, 1991). Financial Inclusion Theory explains how microcredit removes financial barriers, enabling individuals to pursue self-employment and improve household-level well-being (Ozili, 2022; Jalil, 2021). The Resource-Based View complements this by showing that financial capital must be paired with core business capabilities for enterprises to remain viable over time (Barney, 1991; Lopes, Ferreira and Farinha, 2021).
Combined, these perspectives indicate that achieving sustainability across both household and business metrics depends on pairing financial resources with skill development (Ozili, 2022; Lopes, Ferreira and Farinha, 2021). While microcredit supplies the capital needed to set up an enterprise, Business Development Services build the practical skills and knowledge required to maintain operations (Jalil, 2021; Lopes, Ferreira and Farinha, 2021). Jointly, these theories form a clear framework for investigating how integrated financial and non-financial support fosters rural enterprise sustainability (Ozili, 2022; Lopes, Ferreira and Farinha, 2021).
3.7 Conceptual Framework
Based on the systematic literature review and the insights from Financial Inclusion Theory and the Resource-Based View (RBV), this study suggests that rural enterprise sustainability relies on combining financial and non-financial support. Financial Inclusion Theory illustrates how microcredit enables excluded individuals to establish small businesses. Complementing this, the Resource-Based View demonstrates how Business Development Services build essential management capabilities, helping owners utilize credit effectively. Together, these theories indicate that joint access to microcredit and Business Development Services enhances entrepreneurial capability, ultimately supporting business survival, income growth, and broader community development.
[image: ]
The conceptual framework proposes that microcredit improves financial inclusion by giving rural entrepreneurs access to financial resources. However, sustainable entrepreneurship cannot be achieved through finance alone. Business Development Services, including entrepreneurship training, mentoring, financial literacy, and market linkage support, build entrepreneurs' knowledge, skills, and management capabilities. Following the Resource-Based View, these capabilities are valuable organisational resources that improve business performance. As a result, providing microcredit and BDS together strengthens entrepreneurial capability, which leads to sustainable rural entrepreneurship through business growth, income generation, job creation, poverty reduction, and improved livelihoods. The framework also recognises that external factors, such as government policy, infrastructure, and market conditions, may influence these relationships. As set out in Section 1.5, this framework is intended to travel beyond the page: reframed as a four-dimension scorecard covering access, capability-building, market linkage, and institutional context, it offers NGOs and policymakers a practical audit tool for assessing whether a rural enterprise programme is designed to deliver both business-level and household-level sustainability, rather than one at the expense of the other.
3.8 Chapter Summary
This chapter reviewed the existing literature on microcredit, Business Development Services (BDS), rural entrepreneurship, and income-generating activities. The review showed that while microcredit improves financial inclusion by providing access to capital, financial support alone is not enough to achieve sustainable entrepreneurial success on either the business or the household metric set out in Section 1.4. Business Development Services complement microcredit by building entrepreneurs' knowledge, skills, financial literacy, and market access, which improves business performance and sustainability. Where the literature disagrees, for example on whether microcredit alleviates poverty or entrenches debt, the disagreement is best explained by variation in institutional lending practices and local market and social context, rather than by an inherent property of microcredit itself. The chapter also discussed Financial Inclusion Theory and the Resource-Based View (RBV) as the theoretical foundations of this study, and showed how the two theories map onto the household-level and business-level sustainability metrics respectively. Based on the research gap identified, a conceptual framework was developed to explain the relationships between microcredit, Business Development Services, entrepreneurial capability, and sustainable rural entrepreneurship, with a proposed practical application as an audit tool for NGOs and a design reference for policymakers. Together with the systematic methodology set out in the previous chapter, this framework provides the analytical foundation on which the study's findings and conclusions are built.
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	Rural developing-country context (not further specified)
	Integrated microfinance-plus interventions
	Integrated microfinance-plus perspective
	Empirical assessment
	Integrated microfinance-plus interventions are associated with improved rural business survival compared with credit alone.
	One of only a small number of recent studies taking this integrated approach.
	One of the two most recent 'microfinance-plus' studies establishing this study's core gap.

	33
	Wickramasinghe, V. and Fernando, D. (2017) 'Use of microcredit for household income and consumption smoothing by low-income communities', International Journal of Consumer Studies, 41(6), pp. 647–658.
	Low-income communities (Sri Lanka context)
	Microcredit use for consumption smoothing
	Household risk-management / livelihoods perspective
	Empirical survey-based study
	Some low-income borrowers use microcredit to manage household risk and smooth consumption rather than invest in business.
	Limited evidence on whether pairing credit with BDS could redirect loans toward productive investment.
	Central evidence that loan diversion reflects household vulnerability, not a flaw in microcredit itself.

	34
	Yin, Z., Zhang, L. and Xu, Y. (2023) 'Government subsidies, microcredit, and firm performance in rural markets', World Development, 162, p. 106120.
	Rural China
	Government subsidies, microcredit and firm performance
	Institutional / government-support perspective
	Quantitative study
	Microcredit can create jobs and improve business performance when loans are supported by government subsidies.
	Positive effects appear contingent on subsidy support; standalone effect unclear.
	Evidence for the more favourable side of the poverty/debt-trap debate, contextualised by institutional support (Section 3.2).


Reflective Account: Converting Research into Practice
1. Background and Context
Starting a DBA program is a big academic step for me, mostly because I wanted to learn how to connect theoretical concepts with actual business decisions. Theory on paper is helpful, but it only really matters when you can use it to fix practical problems. 
This module, Converting Research into Practice, was designed around that exact idea. Our main assessment was to write a detailed 6,500-word research proposal. 
I picked a topic that I personally care a lot about: "The Role of Microcredit and Business Development Services in Supporting Rural Entrepreneurs in Developing Countries." 
If you look at rural areas in developing nations, small business owners run into huge roadblocks every single day. They struggle to get cash, they lack proper business training, and they find it hard to reach bigger markets. My proposal looked at how providing small loans (microcredit) along with non-financial support—like basic bookkeeping, mentorship, and marketing advice (Business Development Services)—can help these small village businesses survive and actually grow over time.
Our group was quite small. There were only three students in the class, including me. Because of this small setup, you could not just sit quietly in the back corner and ignore the lecture. Everyone had to speak up, share ideas, and engage in every single task. 
Our lecturer was Prof. Dr Eno Maycock. She was a great teacher to work with—very friendly, encouraging, and clear in how she explained things. She took heavy, dry research ideas and made them easy to understand. Right from the start, she created a welcoming environment where none of us felt embarrassed to ask simple questions when we were confused.  
 2. Methodology and Frameworks Used (PRISMA, CIMO, and CASP)

To build a solid 6,500-word proposal at this level, simply reading a few articles from Google Scholar was not going to work. We had to carry out a proper Systematic Literature Review (SLR). 
An SLR is not just a summary of what you read. It is a clear, step-by-step process to search, filter, and evaluate existing papers so that your work is fair, structured, and easy for others to trace.
During the module, I relied on three key frameworks:
 A. The PRISMA Protocol
PRISMA stands for Preferred Reporting Items for Systematic Reviews and Meta-Analyses. Before this module, whenever I needed references, I would just type a few keywords into a search bar and pick whatever looked useful. PRISMA forced me to be much more disciplined. 
I had to set up explicit rules before searching: Inclusion Criteria (reasons to keep a paper) and Exclusion Criteria (reasons to leave a paper out). 
I searched databases like Scopus and Web of Science, going through hundreds of titles and abstracts step by step. I kept track of every single stage—how many papers turned up, how many duplicates were deleted, how many were removed during screening, and how many ended up in the final review. This gave my paper a clear structure.
B. The CIMO Framework
While PRISMA helped me filter through papers, the CIMO Framework (Context, Intervention, Mechanism, Outcome) helped me analyze the business dynamics in depth. In management studies, CIMO is a really practical way to figure out how and why a business solution works.
 organized my reading into four parts using CIMO:
 Context (C): Rural communities in developing countries where entrepreneurs face financial and institutional constraints.
Intervention (I): Microcredit combined with Business Development Services (BDS).
Mechanism (M): Capability building through training, mentoring, financial literacy, and market access, enabling effective use of credit
Outcome (O): Sustainable rural entrepreneurship, business growth, income generation, poverty reduction, and improved livelihoods
C. The CASP Checklists
CASP stands for Critical Appraisal Skills Programme. Finding articles is only half the battle; the other half is deciding if those articles are actually reliable. 
CASP gives you simple appraisal checklists for both qualitative and quantitative papers. It helped me ask practical questions while reading:
1. Did the researchers use an appropriate methodology?
1. Was their sample size large enough to draw real conclusions?
1. Are the conclusions backed up by solid evidence, or are they mostly assumptions?
Using CASP changed how I process academic literature. I stopped accepting claims just because they were in print and started reading with a critical eye.
By putting PRISMA, CIMO, and CASP together, my proposal showed a clear pattern: giving small loans to rural entrepreneurs helps, but if they do not get basic business training alongside the money, those loans often go to waste. Money and practical training need to go hand in hand.
3. The Main Setback: Falling Ill and Missing Classes
Things were moving along smoothly until about halfway through the term, when I ran into a health problem. I got chest infection and I was hospitalized for 2 days. As a result, I have missed 3 classes. In a tiny class of three people, missing three weeks was a major hit. 
In our small group, every session involved deep discussions, direct feedback on our writing, and hands-on guidance on drawing PRISMA flowcharts, mapping out CIMO components, and scoring papers with CASP. Being stuck at home meant I missed the fundamental core of how to structure the literature review section of my 6,500-word proposal.
 I was worried all the time. The deadline was coming up, and I felt like I was falling too far behind to finish my work. Additionally, staying at home sick made me feel disconnected from the course and my group. Trying to read heavy methodology papers while feeling physically drained was really difficult. But with the support of Prof.Dr Eno Maycock 
 I managed to get back on track and complete my proposal. I definitely could not have done it without the support I got from my teacher, Prof. Dr Eno Maycok  I was anxious about being so far behind. But Prof.Dr Eno Maycock was very understanding. She did not make me feel guilty or pressured she simply checked on my recovery and reminded me that health comes first.
During her office hours, Prof. Dr Eno Maycock looked at my situation and told me, "Don't stress about the whole 6,500 words right now just focus on getting your PRISMA flowchart and CIMO structure right first." She broke the remaining workload into smaller, manageable chunks, reviewed my early drafts, and gave me clear feedback. Her supportive attitude gave me the inspiration.
 4. Reflections on What I Learned
Looking back at the whole experience, this module taught me a lot about research techniques, but it also taught me a few things about managing unexpected setbacks.
Positive Outcomes:
· Applied Frameworks (PRISMA, CIMO, CASP): I learned how to process a large pile of articles and turn them into an organized, critically appraised literature review.
· Clarity on the Research Topic: Using CIMO helped me show why rural entrepreneurs need both financial support and skills training to build lasting businesses.
· Value of Collaboration: Working closely with Prof .  Dr Eno Maycock and getting help from Monaf showed me how important is support when things get tough.

 Difficulties Faced:
· Catching Up While Recovering: Reading through dense academic papers to make up for three missed weeks while still getting my energy back was tough.
· Synthesizing Findings: Combining dozens of different studies into one coherent narrative through the CIMO lens took a lot of revision and effort.

 Core Takeaways:
1. Critical Reading: I no longer read papers passively. CASP taught me to look at methodologies and evidence before accepting conclusions.
2. Handling Setbacks: Falling sick mid-term taught me how to adjust my study schedule, break tasks down, and stay focused under pressure.
3. Reaching Out for Help: I realized that DBA research does not have to be done in total isolation. Communicating early with teachers like Prof. Dr Eno Maycock and classmates like Monaf makes big challenges much easier to handle.
 5. Action Plan for Future Projects
For my future DBA modules and final dissertation, I plan to apply these lessons:
Use PRISMA, CIMO, and CASP: I will keep using PRISMA for searching, CIMO for structuring business insights, and CASP for quality checks in future literature reviews.
 Build Extra Time Buffers: To avoid stress from sudden illness or unexpected life events, I will aim to set my personal deadlines at least ten days before the official university submission dates.
Stay in Regular Touch with Peers and Tutors: I learned that checking in early with lecturers like Prof DR. Eno Maycock and study partners like Monaf saves a lot of time and prevents unnecessary confusion.
 Design Practical Output: For my final dissertation, I want to use CIMO to build a simple, practical guide that NGOs, local microfinance banks, and policymakers can actually use to support rural businesses.
 6. Conclusion
The module "Converting Research into Practice" was a challenging but rewarding process. It tested my academic abilities and my ability to handle unexpected disruptions.
Writing a 6,500-word proposal on rural entrepreneurship, microcredit, and business training gave me a much clearer understanding of practical economic development. More than that, dealing with illness and missing three key classes showed me the real value of a supportive environment. 
Thanks to the guidance from Prof. Dr Eno Maycock, the help from my classmate Monaf, and structured methods like PRISMA, CIMO, and CASP, I managed to pull things together and deliver a solid proposal. I am leaving this module with better research habits, more confidence, and a clearer plan for the rest of my DBA degree.
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Figure 2.1 Conceptual Framework of the Study
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