Pacific Business Review International
Volume 11 Issue 3, September 2018

Microfinance and Women empowerment: A Brief Review of Literature

Shagufta Tariq
Research Scholar (Ph.D),
Department of Commerce,
University of Kashmir

Prof. Mohi-ud-Din Sangmi

Professor,
Department of Commerce,
University of Kashmir

www.pbr.co.in

Abstract

The study ottempts to investigote the impact of Microfinonce on
empowerment of morginalized women in poverty. Based on empiricol
findings of existing relevont literature ocross the globe, the study finds
thot parti¢ipation of women in Miérofinonce more particulorly through
Self Help Groups (SHGs) empowers them under the domains of
economic, sociol, psy¢hological ond political. Aport from the benefits
women derive from Microfinonce, there ore evidences regording
disempowerment os well, such os in¢reased workload for women, lack
of control over in¢ome ond ossets and olso negative impoct on
¢hildren's education. Hence, whether Microfinonée empowers or dis-
empowers women needs further empirical investigation, to troce out
the foir linkage between Microfinonce ond women empowerment
ossigning proper weights to vorious dimensions of empowerment.

Keywords: Microfinonce; SHGs; women empowerment; empower-
ment domoins

Introduction

Even though India’s GDP hos been growing ot o foster rote, but such o
growth hos been neglecting large section of poor ond underprivileged
people. In¢lusive growth has been much emphosized since 11th Five
Yeor Plon ond so Finonciol Inclusion hos been the policy measure
towards it (Roo, 2009). Mic¢rofinonce is one of the major ond effective
instrument towords Finoncial Inclusion which provides eConomic
opportunities to weoker stroto. of the society by ensuring occess to
necessary finoncial services with the purpose to erodicote the poverty
ond roise stondord of living for the poor (Suprobha, 2014). However, os
per Census 2011, neorly holf of the Indio’s population Consists of
women who moinly remoin morginalized becouse of their poor ofcess
to education, employment ond health (Argiropoulos ond Rojogopal,
2003). Increosing income ond employment os well os eConomic
empowerment of women ore the immediate issues to bring women into
the moinstream of eConomic¢ development. In this direction, on
initiotive wos token by Self Employed Women’s Associotion (SEWA)
in the year 1972 by improving eConomic¢ stotus of women (Mehra,
1997). Microfinonce is on importont tool to meet finonc¢iol needs of the
poor especiolly women ond reduce their dependence on informoal
sources of finonce who otherwise are not bonkoble due to poor access
to Collateral ond thus rely on moneylenders for financial ossistonce ot
exorbitont interest rates (Khondker, 2000). In oddition, Microfinonce
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through Self Help Groups (SHGs) is more effective
strategy for poverty alleviotion ond empowerment of
women (Votto, 2003). Hence, on initiotive token by opex
development bonk, Notionol Bonk for Agriculture ond
Rural Development (NABARD), as apilot project hos been
the Self Help Group — Bonk Linkoge Progromme lounched
in 1992. The Progromme links the SHGs to bonks for
providing basi¢ financial services once the SHGs mobilize
savings ond be¢ome eligible for ¢redit. The Progromme hos
been witnessing in¢reose in savings, income, consumption
expenditure ond empowerment of women. In foct, the
entire household is benefited where women ore the
members of SHGs (Sinho, Porido, & Bouroh, 2012).
Further, women’s desire for finon¢iol independence ond
decision moking os well os the responsibility towords
¢hildren are the motives to toke octive port in eConomic
activities.

What is Microfinance?

Microfinonée ensures small Colloterol-free looms to poor
people who have no ofcess to bonks or other formol
finoncial institutions (Votta, 2003). Microfinance refers to
loons, savings, insuronce, tromsfer services ond other
financial products of small denomination torgeted ot low-
income clients (Khondelwol, 2007). However, Micro-
finon¢e by providing finoncCial services combined with
non-finon¢ial services such os training, morketing
knowledge ond oworeness is more effective to troce
positive impact on poverty reduction ond living stondord of
the weoker secCtions of the society (Suprobho, 2014).
Hence, it is the Micro¢redit Plus progrom consisting of
both ¢redit as well os non-¢redit aspects thot is Considered
not only o way to generote eConomi¢ growth ond
sustainoble development but olso a tool towords sociol
development gools thought to be ot the very roots of
women’s persistent ‘under-development’ (Sigolla. ond
Carney, 2012).

Empowerment Concept

Kabeer (1999) views empowerment os the process in which
people ocquire such on obility to exerCise strotegic life
¢hoices what has been previously denied to them i.e., a
person must be dissmpowered in the first ploce. Kabeer’s
view of empowerment inCorporotes three inter-related
dimensions of Resourée, Agency and Achievements. The
Resource dimension (access to both materiol as well os
non-materiol resources) of empowerment is token as o pre-
¢ondition to exercise Agency (process of decision moking,
negotiation, deception, monipulotion ond borgeining)
whicCh results in Achievements (well-being outComes).
Schuler ond Rottoch (2010) define empowerment os o
dynomic¢ process which is difficult to meosure os is effected
by eConomic, social ond political ¢hanges. They, further,
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found thot one set of empowerment indicators in one
setting may be involid in onother setting. Afridi (2010)
defined empowerment os the outonomy with whic¢h one hos
the freedom to moke own decisions, a¢éess to resources ond
the obility to exercise degree of Control os well over the use
of such resources. In on empirical investigotion of 49
internotionol development orgemizotions ofross globe ond
bosed on their norratives, Hennink, Kiiti, Pillinger, &
Joyokoron (2012) concluded thot empowerment is o
¢omplex ond multifoceted process which occurs ot
individual, ¢ommunity ond orgonizationol level. The
empowerment process is fostered by knowledge, agency,
Capocity building, opportunity, resources ond sustaino-
bility. The Complete measure of empowerment comprises
of the domains of heolth, eConomic, politi¢al, notural
resources ond spirituol which are interlinked to each other.
Empowerment must be meosured in o holistic way, for
empowerment ¢onsidering single domain is insuffi¢ient for
sustained development. Gonle, Afriyie, & Segbefia(2015)
defined women empowerment in terms of Moterial motrix
(possession of both measuroble as well as non-measuroble
elements), Relationol motrix (relotionship as well os
interoftion between women ond other members in the
household ond community) ond Perceptual motrix
(women’s ossessment of their stotus in household ond
¢ommunity). It is evident from the literature thot
empowerment is o multidimensional ¢oncept ond thus
women empowerment is evoluated under four widely
ogreed dimensions: eConomié, social, politi¢ol ond
psychological. In the study of impoct of Microfinonce on
Women Empowerment, these dimensions ore reviewed os
under:-

Economic Domain

In om earlier study, Pitt ond Khondker (1998) con¢luded that
1 per ¢ent toka in¢reose in ¢redit provided to women lead to
18 per Cent toko increase in household Consumption
expenditure os Compared to only 11 per ¢ent toko increase
when additional Credit is provided to men. Hoque ond
Itohara (2009) olso supported that the income os well os
ocCess to resourCes inCreosed for women members of
micro-Credit orgonization os reported by 87 per Cent of
women members. The study using both qualitative as well
os quentitative opproach reveals thot increase in women'’s
expenditure decisions, ownership of ossets ond access to
resourCes oare the importont outéomes of ofcessing
Microfinonée (Haile, 2012). Moreover, it is group based
¢redit (providing ¢redit to number of individuols together)
which increases non-lond ossets of women. Sreeromulu
ond Hushenkhon (2008) appreciate the role of SHGs in
focilitating women members to undertoke economic
octivities through whi¢h these women generate more
inCome thon the inCome of non-SHG women who earn
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from traditionol work. Moyle’s (2006) quontitative
cnolysis on SHGs showed, with in¢reasing membership of
women in SHGs, the inCome generated from potchwork
inCreosed which further Contributed to household in¢ome.
In onother study of women SHGs, Lavoori ond Paramonik
report thot micro-loons inéreose women’s income\
employment generation. Exomining SHG porticiponts,
Swain ond Wollentin (2009) in their study also revealed thot
independent sovings for women inéreosed over time. Along
with savings, porti¢ipation in Microfinonce increases
women’s averoge monthly income (Lokhonde, 2013; Arku
ond Arku, 2009). Another study of women SHGs reports
inreose in osset possession, savings ond utilization of
loons in improving stondord of living (Malogove ond Patil,
2011). With Microcredit, Clients report increosed profits
ond soles within their Mi€roenterprises more porti€ulorly in
rural oreas (Montgomerry ond Weiss, 2011) ond micro-
Credit prograommes olso improved women’s finoncing
decisions ond tronsaction monagement (Pitt, Khondker, &
Coartwright, 2006).

Hence, in oddition to inéreased income, Consumption
expenditure, savings ond osset generotion, women
members of Credit orgomizotion who exert significont
control over own resourées ond thus Contribute to fomily
income ore more empowered compored to thot of
¢omparison group (Hashemi, Schuler, & Riley, 1996).
Women under Microfinonce progromme have been found
utilizing loons properly, toking port in pur¢hose ond
expenditure decisions ond exerting signifi¢ont ontrol over
their own savings in oll the oreas of urbon, semi-urbon ond
rural areas (Weber ond Ahmod, 2014). Studies olso suggest
that only women who engoge themselves in some business
or exercise full Control over loons are actuolly empowered.
However, those other women who acCess loons with the
purpose to stort anew venture but later on foil having their
loons diverted to consumption needs or exercise no control
over loans are disempowered (Gonle, Afriyie, & Segbefia,
2015). However, in on eorlier study Goetz ond Gupta
(1996) concluded that 63 per cent of women in
Microfinonce exercised either portiol or no ¢ontrol over
loon use as most of the women’s loons were utilized as well
os Controlled by mole members in the households of
Bonglodesh. Kumar (2013) also finds that Microfinonce
inCreases income os well as consumption expenditure for
women ¢lients but lock control over resources ond assets. In
o comporative study of borrowers ond non-borrowers of
micro-Credit, Rohmon, Junonkar, & Mallik (2009) confirm
that no significont differences in terms of eConomic
seCurity ond Control over ossets ore observed omong
borrowers ond non-borrowers. However, women’s access
to ond Control over in¢ome does not increase significontly
due to Cultural ¢onstroints (Khon ond Bibi, 2011). While in
some Coses the control over finoncial ossets does increose
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for micro-Credit recipients (Li, Gon, & Hu, 2011). In
addition, though women lock ¢ontrol over loon ond its use,
it is the women who ore solely responsible for repaying the
loons by selling out their own ossets while leaving them
more vulneroble os their loon gets diverted to household
productive ond consumption needs (Gorikipati, 2013 ond
2008). Thus, it is the entire fomily which is benefited
economically ond not the women Concerned (Kobeer,
2001). Leach ond Sitorom (2002) ¢onfirm thot providing
Microfinonce olong with training inéreoses income ond
Control over resourCes in the short run. Moreover,
Microfinonce provides eConomi¢ opportunities to women
by ¢reating jobs ond employment, hos olso been frequently
emphosized (Chhay, 2011; Muhommod, Shoheen, Nogqvi,
& Zehra, 2012).

Social Domain

Microfinonce ¢on benefit women socially (Kobeer, 2001).
In o household survey of both progromme ond non-
programme villoges, Mehmud (2003) found only limited
effect of women’s porti¢ipation on ofcess to resources —
education, employment ond mobility but substontiol
improvement on their agency regording access to income
ond intro-household decision moking which further
enhonced their welfore. Hoshemi, Schuler, & Riley (1996)
in on eorlier study of Bongladesh also ¢oncluded that
women’s porti¢ipotion in Credit orgomizotions increased
their mobility, obility to moke small os well os lorge
purchases, ond o say in household decision moking.
Another study olso ¢oncluded porticipation of women in
micro-Credit orgomization leods to inéreose in fomily
decision moking ond the study found institutional
parti¢ipation, medio exposure ond fomily londholdings as
importont determinonts of women empowerment (Hoque
ond Itohara, 2009). The savings impact is more on women
thon mole clients ond thus women’s soy in household
decision moking improves regording small os well os lorge
purchases, desire for number of Children, personal use,
recreotion, sc¢hooling for Children ond so on (Ashraf,
Korlon, & Yin, 2010). Mologove ond Patil (2011), stote
with increosing Contribution of women to household
inCome, the decision moking power in households,
knowledge regording bonking, heolth ond somitotion,
family plonning, inCome generation and property
monogement ore oll in¢reased for women in SHGs. Also,
women acquire numericol skills ond obility to read ond
write. However, parti¢ipation of women loonies in major
household decisions is doubtful (Kumor, 2012). In rurol
areos, in porti¢ulor, decision moking power ond children’s
education improve for women Microfinonce Cclients
(Montgomery ond Weiss, 2011). However, decision
moking power is more pronounced for women who remain
in Microfinan¢e for longer time usuolly more thon two
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years (Weber ond Ahmad, 2014). Since, in the initial yeors
of being in Mic¢rofinance women’s stotus ond quality of life
improves (Leach ond Sitorom, 2002). With the increasing
role of women in household decision moking, resource
alloGation ond improvement in c¢hildren’s education,
parti¢ipation in Microfinonce ¢on also increose workload
for women os well os for children especiolly that of
doughters ond Con olso increase marital Conflicts (Arku ond
Arku, 2009; Haile, Bock, & Folmer, 2012). However, in
some cases, reduction in workload for women is olso
evident ond also verbal ond physic¢al obuse reduced for
women having availed Microfinonée (Khon ond Bibi,
2011; Swain ond Wallentin, 2009). Moreover, Micro-
finon¢e hos increosed proportion of women in higher
education (Muhommad, Shoheen, Noqvi, & Zehro, 2012).
Porti¢ipotion in Micro-Credit progrommes ond ottending
number of SHG meetings inreases women’s mobility ond
networks, purchosing decisions ond focilitate their
portiipation in onti-dowry ond al¢oholism Compaigns ond
other Community programmes (Li, Gon, & Hu, 2011;
Rohmon, Junonkor, & Mallik, 2009; Lovoori ond
Paromonik, 2014; Lokonde, 2013; Sinho, Porida, &
Bourch, 2012). However, micéroc¢redit to men con
negotively offe¢t women’s soCiol empowerment (Pitt,
Khondker, & Cartwright, 2006). Further, there is aneed of
integrated Microfinonce packoge Consisting of education
with troining to increase ¢opocity building of women ond to
strengthen the link between microfinon¢e ond empower-
ment of women (Ali ond Hatta, 2012).

Psychological Domain

The Psychological/personal empowerment refers to the
process of gaining positive ¢honges in the person’s inner
feelings which includes self-Confidence, self-esteem, self-
efficacy, satisfoction ond so on. Kabeer (2001) ¢oncludes,
bosed on testimonies of both mole ond female, that womon
is personolly more benefited with microcredit.
Partic¢ipation in Microfinan¢e improves women’s decision
moking power obout moarrioge, Controceptive use ond
fomily plonning os well os women’s health also shows
improvements (Montgomery ond Weiss, 2011). Further,
women who ore borrowers are more inclined to utilize
heolth insuronce os compared to when men are borrowers
(Rai ond Ravi, 2011). Women’s porti¢ipation in credit
programmes does have on influence on household ottitude
towords women ond women usuolly noti¢e o positive
¢honge in their husbond’s behavior. In addition, women
have a greater role in fertility ond porenting decisions (Pitt,
Khondker, & Cartwright, 2006; Amin, Hill, & Li, 1995).
Hoshemi, Schuler, & Riley (1996) olso found thot rurol
women’s porti¢ipotion in credit orgemizotion increased
their ¢onfidence to tolk to outsiders ond further enhonced
their sense of self-worth. Moreover, through NABARDs

80

Self Help Group- Bonk Linkoge Progromme women’s
personality improves in terms of self-Confidence, self-
esteem, de¢ision moking ond ¢opocity building (Lokhonde,
2013; Sinha, Parido, & Bauroh, 2012). Itis evident from the
literature that SHGs hos o positive impoct on personal
empowerment of women in terms of Collective efficaCy,
proactive ottitude, self-esteem, psychologic¢al well being
ond self-efficoCy but further support of qualitative onalysis
revealed that psyc¢hological stress ond strain inéreased for
women in SHGs due to long working hours ond high
¢oncern obout quolity of the products (Moyle, 2006).
However, women in Microfinon¢e ore no longer
emotionally obused by male members or their in-lows
(Swoain ond Waollentin, 2009). Further, comparing women
with Microfinence intervention ond women without such
intervention, Honsen (2015), stotes thot Microfinonce
increases women’s psychologial Copacity for octions
Considering the ospects of personal control beliefs ond
social network which further strengthens when troining
intervention is combined with Mic¢rofinance.

Political Domain

Access to Microfinonce results in inCreasing porticipotion
of women in politi¢al issues (Montgomery ond Weiss,
2011). Microfinance hos o greater impoct on women'’s
octivismi.e. aworeness obout laws ond politics as well as on
women’s freedom (Pitt, Khondker, & Cartwright, 2006; Li,
Gon, & Hu, 2011; Rohmon, Junonkor, & Moallik 2009).
Comporing women in intervention villoges with women of
non-intervention villoges, Hoshemi, Schuler, & Riley
(1996) proved that it is the parti¢ipation of rurol women in
Credit orgomizations that increased their legal and political
awareness and be¢ame more oftive in publi¢ Campaigns
ond protests for the benefit of the society. More
specifically, ofter being the members of SHGs women’s
¢ommunicotion improves ond beCome politi¢olly active
ond more awore obout their rights (Swain ond Wallentin,
2012 ond 2009). Malagove ond Patil (2011) also support the
greater role of SHGs in empowering women. They ¢laimed
that women being the member of SHGs Cost their votes in
Mondol Ponchayat Elections, Member Eletions and big
elections, thus decide their politi¢ol representotives of their
own choice. Women after joining SHGs stort Contesting
elections independently. Other researchers, though, believe
thot it is only through SHGs women occess Credit ond
undertoke eConomic activities through which they generate
independent in¢ome thot focilitate women to beor
minimum omount to be spend on Contesting elections in
Ponchayot Institutions. Hence, women’s poverty is reduced
through SHGs ond economi¢ activities ond Consequently
more ond more women are coming forword to toke active
port in loCal bodies. They also state, empowered SHG
women ottend meetings of Gromo Sobha ond collectively
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demond host of other developmentol schemes ond
progroms for their villoges (Sreeromulu ond Hushenkhon,
2008). Further, Microfinonce focilitotes women to attend
number of political meetings, porti¢ipate in election
Compaigns, Contest eleCtions ond toke oftive port in
nominotion os elected members of Zilla Parishod
(Lokhonde, 2013).

Conclusion

Microfinonce through SHGs is on effective instrument to
meet basi¢ finonciol needs of the weoker sections of the
society such os women, who otherwise rely on informal
sources of finance ot exorbitont interest rates. Microfinance
ensuring access to finoncial services of small denomination
¢ombined with non-finonciol serviées is on importont
strategy to effectively empower women. After asurvey into
existing literature ¢onsidering e¢onomi¢ domain, women
under Microfinanée interventions not only report in¢reose
in own income, savings ond assets but olso exercise control
over su¢h e¢onomic¢ resources. Under so¢iol domain, being
a parti¢ipont of Mic¢rofinonce, women’s decision moking
power in the household, mobility, educ¢ation improves ond
Contributes towards Children’s education as well. While os
under psychological domoin, women’s self-Confidence,
self-worth ond satisfoction increoses. And under political
domain, women ofter porti¢ipation in Microfinonce storted
Costing votes independently, Contesting eleCtions ond
poartiipating in various compaigns for community welfore.
Thus, it is ¢onfirmed thot Microfinanée hoas empowered
women holistically, though the eConomi¢ empowerment of
women hos been dominontly emphosized ond linked to
Microfinonce os it is Considered os o basic route to overall
empowerment of disadvontaged women.

Future Directions: It hos been confirmed, though,
microfinonce has the greot potential to empower women in
various domoins but the existing evidence is not
completely free from negative impacts of microfinonce
seCtor on the morginolized women such os increosed
worklood ond girl ¢hildren’s education. It is still uncleor
whether microfinonce hos benefited women in oll spheres
or not. In this direction, on empiricol study using the first
hond dota is needed porticulorly in the context of
developing notions to further support the notion that
micérofinonce has really empowered women in o holisti¢

woy.
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