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Abstract

The purpose of this paper is to evaluate the impact of microfinance involvement of women’s
freedom of movement empowerment. The cross sectional data for this study is collected by
using questionnaires. Using random sampling, 744 households are selected from female
clients of Khushhali Bank and National Rural Support Program from three districts namely
district Bahawalpur, District Bahawalnagar and district Rahim Yar Kan of Division
Bahawalpur, Pakistan. We used the multinomial logit model. The loan size increases women’s
freedom of movement empowerment. This paper is intended to be a valuable contribution in
term of socio- economic and political arena. This paper recommends that the future research
should be done in other province of Pakistan, as there is cultural difference between Punjab,
Sarhad and Baluchistan. In addition, the future research can examine the impact of socio
cultural factors.
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1. Introduction

Females living in developed countries contribute to their national income more than women
living in underdeveloped and developing countries. The economic development of the
country depends on both working male and female. In the developed countries, women have
decision making empowerment. To improve the economic power of public and economic
development of under developing countries like Pakistan, developed countries provide loans
through different programs through IMF and World Bank. The Pakistani government to
secure loans from IMF and World Bank and spend this money on different projects for the
well-being of the nation. When government starts projects, it needs machinery and human
capitals to implement the project gives hence provide employment to people. However,
women living in rural areas of Pakistan are still facing problems of social barriers, freedom in
decision making etc. Relative to most countries globally, Pakistan has male dominant society,
especially in the rural areas. Usually man are decision maker and women are follower.
Women faced many cultural and social barriers to enter in her right of decision making if she
is independent, to be independent women need to involve herself in economic activities. Lack
of the finance is the major issues that discourage women to involve in economic activities.
Women in urban areas have relatively easy access to informal sources of credit like money
lender, friends and relatives more than females living in rural areas but, they are charging
high rate of interests (TLO, 1998). When the government of Pakistan starts projects
involving public through providing them an income in return for their services, the public
involved in government projects are mostly male. If the female are supported to get
employment in government projects, the living condition of their household can be better
because usually female contribute their income to the household. Noreen (2011) found that
households in rural areas of Pakistan live at subsistence level; if females are allowed to
work, they can contribute their income to households, but females in the rural areas of
Pakistan are the most neglected part of the population at the formal and informal level. The
problem of poverty cannot be resolved without money, as money generates money or service
generates money. Now, women are being supported globally. Various programs serve women
by providing them with financing. Microfinance is one kind of financial service that targets
especially women. Microfinance involves women in micro business and other income
generating activities to empower them. The government of Pakistan provides loans through
microfinance institutions to women to resolve the problem of poverty.

According to the Official Report on Strategic Framework for Sustainable Microfinance in
Pakistan (2011), there is interest on the Pakistani government and state bank of Pakistan to
promote women’s empowerment in Pakistan. This report highlights the importance of
microfinance institutions in Pakistan. Since 2000, Pakistan has supported microfinance
institutions to empower women. In Pakistan, microfinance sector is underdeveloped and is
relatively young. Pakistan entered late in the microfinance industry, but made considerable
achievement and progress in this field. Both State Bank of Pakistan and Government of
Pakistan is fully committed to achieve the growth and development of the Pakistan through
microfinance on the basis of sustainability. Government of Pakistan is helping the women
through introducing microfinance banks under the microfinance institutions ordinance 2001.
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At present, the microfinance sectors of Pakistan are globally recognized for well-developed
legal, regulatory, and strategic framework. Notwithstanding these significant attainments, the
micro-credit growth target of reaching out to 3 million borrowers by the end of 2010, set out
in the strategy, remained unattained for a variety of causes. So, State Bank of Pakistan has
introduced 10 microfinance operations through additional prudential regulations. Pakistan has
entered into a new phase of microfinance development. The government supports NGO's
through Rural Support Programmes by sponsoring a number of foundations such as modeled
along Kashaf Foundation and the Grameen Bank of Bangladesh. Approximately forty
microfinance institutions operate in Pakistan, out of which, 19 institutions are members of
Pakistan the microfinance network. National Rural Support Program (NRSP) which was
developed in 1990 plays a major role in the development of microfinance and representing
the highest numbers of MFIs in Pakistan. NRSP become one of the best and largest lending
microfinance institutions in Pakistan. According to its official report, out of the ten
Microfinance Banks, those have been established by State Bank of Pakistan. NRSP and
Khushhali Bank are the two key banks that are working efficiently.
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Shortly, on the basis of the above discussions we could argue that both the State Bank and
government of Pakistan are continuously trying to increase loan facilities for women to help
them empowering them economically. As most of the Pakistani women are poor, it is
supposed that microfinance leads them to income generating activities that empower them
and this empowerment boost up their empowerment.

Though, it is important to carefully evaluate whether microfinance scheme has a positive
impact on poor females. In this connection, several researchers have studied the overall
impact of microfinance on women empowerment. The results are mixed. Several studies
show that, microfinance has a positive impact on women’s empowerment while some studies
show that microfinance has no impact on the women’s empowerment. Banuet al. (2000)
found positive impact of microfinance on empowerment, while Asim (2008) found a negative
impact of microfinance on women empowerment in Pakistan. The empirical findings can be
different by applying In addition, there is lack of studies that indicate the level of impact of
microfinance on women’s freedom of movement empowerment.

However, this study contributes methodologically by applying the multinomial logit model.
The findings show level of impact of microfinance on women’s freedom of movement
empowerment. In addition, these studies help the researcher, edit literature, contributes
socially, economically and helps the policy makers.

2. Literature Review

Some studies (Hasherniet al. 1996, Parveen, 2007) have highlighted that accessibility to loan
through the poor has a big positive impact on empowerment, quality of life and living
standard. Rehman and Khan (2007), attempted to explore how microfinance helps poor
people to improve their living standard. They concluded that provision of microfinance in the
form of collateral free loans, is an effective mechanism for reduction of poverty, improving
health, education, legal rights, sanitation and happiness. Chaudary and Nosheen (2009)
narrate that micro credit has a significant impact on women empowerment. Nevertheless, on
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the basis of the previous studies, limited evidences exist on which type of empowerment is
more significant for poor female. The above previous studies show the positive impact of
microfinance empowerment. However, some studies also show that microfinance has no
impact on women’s empowerment. Chowdhury (2008) found that in Pakistan, poverty is not
declining through micro-finance, as poor households simply remain poor because of the extra
burden of interest rate and debt. Microfinance institutions charge high rate of interest, where
this interest rate has an inverse relationship with empowerment. Asim (2008) found that
microfinance has no positive impact on female empowerment.

A\ Macrothll'lk International Journal of Accounting and Financial Reporting

There are several studies that show the importance of different variables thteffect on women
empowerment. In case of age, Mason (1986) argued that women's behavior differs across the
stages in the life cycle. It is also supported by Noreen 2010, Handy &Kassam 2004, and
Mustafa et al. 2008. Malhotraet al. (2002) states that education has been pointed out as a key
indicator of empowerment through several literature. Family size is also an important
variable affecting to empowerment. Hasherniet al. (1996), Parveen (2007), Hashemiet al.
(1996), Banuet al. (2000), Becchetti (2009), and Bandyopadhyayet  al. (2011), use family
size to study the impact of micro finance on women’s empowerment because number of
household members affect women’s empowerment. Marital status is also important because
life partner interferes in the wife’s matter, especially in poor and developing
countries.Hasherniet al. (1996), Parveen (2007), Hashemiet al. (1996), Banuet al.
(2000),Becchetti (2009), and Bandyopadhyayet al, (2011) include marital status to study the
impact of microfinance on women empowerment. It is supposed that if the female is married,
she feels confident and believes her life partner helps her in good and bad circumstances
related to her empowerment.

This study conclude the above literature and finds that there are mixed results, Hasherni et al.
(1996), Parveen (2007) and Banuet al. (2000) found positive impact of microfinance on
empowerment, while Asim (2008) found a negative impact of microfinance on women
empowerment in Pakistan. In addition, It is important to carefully evaluate whether
microfinance have a positive impact on poor female. The literature review indicates that those
females who have, better social position of natal family, sons, higher income, and the
capacity to pay dowry during their wedding are more likely to have a higher social position.
Some microfinance providing institute like NRSP and Khushali Bank are struggling to help
the poor women in Pakistan. There are busy in enhancing women in business, but it is not
certain whether these bank’s micro-credit programs have improved the women economic
decision making empowerment.

Nevertheless, the theory of human capital theory (1960) said, education is a key channel to
improve the productive quality of labor. Investment in human capital can take place through
training and education. Education is a very important factor to reduce poverty and to
empower women. According to human capital theory, it can be supposed that if an educated
women borrow microfinance, its supposed might be more productive and able to contribute
more to the household. Hence, there is no study that this study that attempts to include the
interaction term between microfinance and education and interaction term between loan size
and education as one of the independent variable.
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3. Status of women in Pakistan

A\\ Macrothink International Journal of Accounting and Financial Reporting

Roomi and Parrott (2008) mention the status of women in Pakistan as a major barrier for the
development of female entrepreneurs. They identified a lack of access for women to capital,
land, business premises, information technology, training, and agency assistance in addition
to missing encouragement by male family members in a patriarchal society, limited spatial
mobility, and a dearth of social capital in Pakistan. Hausmann, Tyson, and Zahidi (2008) rank
Pakistan on the 134th position out of 135 countries with respect to gender gap. Pakistan’s
economy is based on agriculture and 51% of women live in rural areas (Muhammad, Shaheen,
Naqvi, &Zehra, 2012) working on household farms or within the household (Sathar&Kazi,
2000). Though officially women have the right to own land, it is mostly inherited by male
children and thus the access to land for women is often restricted (Agarwal,1994). The labor
force participation of women in Pakistan in 2012 was 24% (World Bank, 2014), putting the
country on rank 172 out of 183 globally. According to the Economic Survey of Pakistan
2012-2013 (Ministry of Finance of the Government of Pakistan, 2013) the overall rural
female literacy rate is 35% with a male literacy rate of 64%. Rural literacy is also lower than
the average female literacy in Pakistan (47%). Still, class influences access to education and
employment in rural settings. The combination of a generally low accessibility to health care
and gender inequality leads to a low access to health care for women (Society of
Obstetricians & Gynaecologists of Pakistan, 2009) resulting in a relatively high female
mortality rate. Furthermore, active participation of rural women in Pakistan is hindered due to
limited participation in the workforce, immobility, domestic pressure, income disparity, and
the lack of decision-making opportunities (ShabibulHasan, 2012). Hence, studies suggest that
women’s mobility is limited in Pakistan. Mumtaz and Salway (2005), for instance found that
only 18% of their interviewees have travelled alone during four weeks before being
interviewed. A further indicator of the status of women in Pakistan is violence against women,
an enormous problem in South Asian countries and in Pakistan (Niaz, 2003).

4. Policies regarding women empowerment in Pakistan

The Pakistani government follows the millennium development goals. With regard to women
empowerment policies with respect to education are important. Consequently, government
policies strive to ensure that by 2015 all children, independent of gender, will be able to
complete primary schooling. Secondly, the National Education Policy plans to eliminate
gender disparity in education at all levels until 2015 (Ministry of Finance of the Government
of Pakistan, 2013) and therefore established a ministry for education and training. Other
policies to strengthen women and empowerment are an initiative to provide state land to
landless women (The Daily Times, 2012), an income support program that combines
financial products such as microfinance, insurance and grants (see http://www.bisp.gov.pk/),
training of women in rural jobs, and assisting them in marketing their products. Microfinance
and women empowerment in Pakistan were first promoted in the 1990s and is regulated by
the State Bank of Pakistan. In 2012-13 the microfinance platform mix market counted 28
microfinance institutions in Pakistan. As of October 2013 they served 2.7 million borrowers
with a total loan sum of $483 million (www.mixmarket.org). The biggest microfinance
institutions in Pakistan with loan portfolios higher than $35 million are Kushhali Bank,

365 www.macrothink.org/ijafr



\\ Macrothll'lk International Journal of Accounting and Flnallgglsl zRféozc)gégg
H ™
A Institute 2014, \Vol. 4, No. 2

TMFB, NRSP, FMFB Pakistan and Kashf Foundation. The average percentage of female
borrowers in the loan portfolios of Pakistani microfinance institutions in 2012—-13 was 63%.
At least eight of the Pakistani microfinance institutions only lend to women. According to
mixmarket.org, the biggest among them is Khushali Bank and Kashaf foundation.

5. Data Collection Strategies

The cross sectional data for this study was collected by using questionnaire. Data on women
empowerment was collected from two types of women: first the women who were not
involved in microfinance, and second the women who were clients of Khushhali Bank and
National Rural Support Programme. Most of the questions which were used in the
questionnaire were from Pitt, Khandker and Cartwright (2006) study. Hence, 744 women
were selected as sample.The data is collected from three districts namely District Baawalpur,
District Bhawalnugar and district Rahim YarKanof Division Bahawalpur. A stratified
random sample of 744 household were drawn from population, approximately 372
questionnaires were filled through female clients of Khushhali Bank and National Rural
Support Programme while 372 questionnaires were filled through those women who are not
involved in microfinance.

6. Models for Women’s freedom of movement empowerment

Y= PBo + BiAgei+ Boedu; + BsFsize; + Bs Annual I; +BsMS; + Bg Loan Sizej+ B7 (LS
*edu); +ei

As women’s freedom of movement empowerment (Y1) is qualitative variables, we used the
multinomial Logit model to estimate the impact of microfinance on women’s empowerment.
In the light of model, to analyze the impact of microfinance on woman’s empowerment, we
included age, education, annual income, loan size, and marital status as independent variables.
The dependent variable women’s freedom of movement empowermentis measured in 3
catagories “0”, “1” and 2. Age, education (edu), annual income (Annual I) was measured in
numeric values (numbers) while marital status(MS) and loan size was measured in dummy
variables. 0 shows to unmarried women and to women who are not involve in microfinance
and 1 shows to married women an women’s who are involvement in microfinance.However,
the conceptual model of this study is presented in figure 1.1.

Demographic variables

Women’s freedom of movement

Loan Size

Figure 1.1conceptual model of the study
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7. Impact of explanatory variables on women freedom of movement empowerment

If I move to the sometime ability and full freedom relative to no freedom condition here is the
variable age and education has insignificant relation with the women empowerment in
freedom of movement. In sometimes freedom and full freedom compare to no freedom
education is insignificant but positively related with women empowerment in freedom of
movement. According to our descriptive analysis 87.4% respondents in our sample were
illiterate, 4.3 only had primary education, 8.3 had matriculation while no of respondents in
secondary education graduation and masters was zero., Might be that’s why our this variable
is insignificance but have positive relation. However we can say in this case of Punjab poor
women education and age is not a predictor of women empowerment in freedom of
movement. Nessa.T (2011) also found the same result about impact of education on women
freedom of movement, Asim (2009) found the age insignificant in freedom of movement.

Table 1.1 Results/Parameter Estimates (Multinomial logit)

Y1 Sometime ability relive to No freedom Full freedom relive tono freedom

Coef. p Std. Err. Coef. p Std. Emr.
Age -.0069826 0.630 0144836 -0138327 0.301 013369
Education 0450718 0315 06919 1013478 0.124 063805
Income 00001468 0.081 336 000021 0.007 1186
Marital status -1.064221 0.230 9242904 -2.641953 0.000 6797148
Loan Size 9236 0.800 0000366 0000685 0.043 0000339
_cons 0236073 0.978 8720745 (0753736 0.926 8079198

1 (sometime ability) (base outcome)
Note: ® ** ** and * indicate that variables are significant at 1% .5% and 10% level of significance respectively. Sometimes

freedom is the a base outcomes.

Table 1.1 Results/ Parameter Estimates (Multinomial logit)

The variable income variable has positive and significant at 10 percent in sometimes freedom
and 5 percent significant in full freedom compare to no freedom, As income increase the
women empowerment in freedom of movement will increase. Women’s income has positive
relation with her freedom of movement ability because working women have strong influence
of her personality in the family and can be dominant in the family. That’s why the trend of the
society in Pakistan going change and every one want working women as his life partner just
because not of the reason that she will brought up her kids well but it is the need of the every
family to increase their family income. Better life is only possible if both members are
working hand (wife and husband). If the women is earning her decision can be consider, in
general observation in Pakistani society working women who earn money even in her
family she has power full status compare than a family member who is not earning. Parents
also try to give them good education that will be result in good earning they suppose if their
daughter will earn she can find good suitor/ husband. So, when women earn than they can
part of decision. According to the previous studies, Parveen, 2007, Noreen 2009 and Tuseef
2011, use annual income to check the impact of micro finance on women empowerment. In
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some time ability compare to no freedom marital status is insignificant while in full freedom
marital status is significant at 1 percent but negatively correlated with freedom of movement.
Marital status is significant in full freedom compare to no freedom but have negative
relationship with the freedom of movement, in sometimes freedom compare to no freedom
the result is insignificant because in Pakistan the girls are not educated as our descriptive
analysis show, when a women is free at home parents fix her marriage soon. In Pakistan girls
get married in early age. In our sample we have unmarried women only 3.2% out of 100
percent. In sometime ability compare to no freedom, The variable loan size has positive and
insignificant relation with women empowerment. In full freedom relative to no freedom the
variable loan size is significant at 1 percent and positively related with the empowerment of
women’s decision. In full freedom it is supposed if a women borrow the earn and their
decisions are considers. So we would reject the null hypothesis. result of our study is similar
with the results of Parveen, 2007, Hashemiet al. 1996, Banuet al. (2000), Becchetti 2009,and
Bandyopadhyayet al. 2011, found that loan size has positive impact on women’s
empowerment.

- International Journal of Accounting and Financial Reporting
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8. Impact of change in the explanatory variable on women freedom of movement
empowerment

According Richard Williams (2012) we get marginal effects of the component terms. The
value of the interaction term can’t change independently of the values of the component
terms, so we can’t estimate a separate effect for the interaction”. The estimated coefficients in
the multinomial logit model are of limited use because they cannot be used to infer the
direction of the marginal effect of each explanatory variable, the marginal effect of a given
variable on the probability of choosing any type of ability of freedom of movement (no
freedom, sometimes freedom and full freedom) is a function of all of the estimated.

Table 1.2 Marginal Effect of the MNLM

Variable No freedom Sometimes freedom Full freedom
Age 0007079 0002469 - 0009549
(0.232 (0.887) (0.609)
Education -0D038776 -0080142
0118918
(0.202) (0.210) (0.085)
Income -1.036 -1.03e-06 2066
(0.000) (0.087) (0.002)
Marital 5 506775 -0004058 <
- -5063692
(0.004) (0.997) (0.001)
Loan Size 212 #EE 0666 0000118
(0.000) (0.013) (0.003)

Note. The figures in parenthesis are p-values; **¥, ** and* denote that the corresponding coefficient is significant at the 133, 5% and 10% level, respectively. Mfi
refers to the microfmance mvolvement. No freedom is the base outcome.

Hence, we proceed by calculating the marginal effect of each explanatory variable on the
probability of choosing each type ability of freedom of movement. As documented in Table
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1.2 we find the following results.

First, the marginal effect of respondent’s age on the probability of choosing ability of
freedom of movement is insignificant for all, (no freedom, sometimes freedom and full
freedom) but have positive relation with all choices (no freedom, sometimes freedom and full
freedom)

Second, the marginal effect of respondents’ education on the probability of choosing ability
of freedom of movement is significant for full freedom only. In particular, if the education of
a respondent increases by one year, the probability of choosing full freedom is expected to
rise by .0118918. These results indicate that full freedom of freedom of movement appears to
cater to educated people while no freedom and some time ability seem to be indifferent
towards the education of respondent.

Third, the marginal effect of annual income of respondent on the probability of choosing full
freedom is significant. In particular, if the number of annual income of respondent increases
by PKR, 1000 from its mean value of income, the probability of choosing full freedom is
expected to rise by 2.066 , the probability of choosing sometime ability and no freedom is
significant but negatively related with freedom of movement. No freedom is expected to fall
by -1.036 and sometimes freedom will fall by.103.. These results suggest that no freedom and
sometimes freedom appear to cater to relatively low income while full freedom to relatively
high income.

Fourth, the marginal effect of marital status of respondent on the probability of choosing full
freedom is significant. In particular, if the respondent get married, the probability of choosing
full freedom is expected to rise by .242, the probability of choosing sometime ability is
insignificant but positively related with freedom of movement. No freedom is expected to fall
by-.188. These results suggest that no freedom appear to cater to relatively unmarried while
full freedom to relatively married.

Lastly, the marginal effect of respondents’ loan size on the probability of choosing ability of
freedom of movement is significant for full freedom only. In particular, if the loan size of a
respondent increases by PKR: 1000, the probability of choosing full freedom is expected to
rise by .0000118. These results indicate that full freedom of freedom of movement appears to
cater to educated people while no freedom and sometime ability seem to be indifferent
towards the education of respondent.

9. Conclusion

The purpose of this paper is to evaluate the impact of microfinance involvement of women’s
freedom of movement empowerment. The cross sectional data for this study is collected by
using questionnaires. Using random sampling, 744 households are selected from female
clients of Khushhali Bank and National Rural Support Programed in from three districts
namely District Baawalpur, District Bhawalnugar and district Rahim YarKan of Division
Bahawalpur, Pakistan. We used the multinomial logit model.According the finding of this
study, the marginal effect of respondent’s age on the probability of choosing ability of
freedom of movement is insignificant for all, (no freedom, sometimes freedom and full
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freedom). The marginal effect of respondents’ education on the probability of choosing
ability of freedom of movement is significant for full freedom only. In particular, if the
education of a respondent increases by one year, the probability of choosing full freedom is
expected to rise by .0118918. These results indicate that full freedom of freedom of
movement appears to cater to educated people while no freedom and some time ability seem
to be indifferent towards the education of respondent. The marginal effect of annual income
of respondent on the probability of choosing full freedom is significant. The marginal effect
of marital status of respondent on the probability of choosing full freedom is significant. In
particular, if the respondent get married, the probability of choosing full freedom is expected
to rise by .242, the probability of choosing sometime ability is insignificant but positively
related with freedom of movement. No freedom is expected to fall by-.188. These results
suggest that no freedom appear to cater to relatively unmarried while full freedom to
relatively married. The marginal effect of respondents’ loan size on the probability of
choosing ability of freedom of movement is significant for full freedom only. In particular, if
the loan size of a respondent increases by PKR: 1000, the probability of choosing full
freedom is expected to rise by .0000118. These results indicate that full freedom of freedom
of movement appears to cater to educated people while no freedom and sometime ability
seem to be indifferent towards the education of respondent. The loan size increases women’s
freedom of movement empowerment. This paper is intended to be a valuable contribution in
term of socio- economic and political arena. This paper recommends that the future research
should be done in other province of Pakistan, as there is cultural difference between Punjab,
Sarhad and Baluchistan. In addition, the future research can examine the impact of socio
cultural factors.
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