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ABSTRACT

Women empowerment is one of the central issues in the developing countries. This study
investigated the empowerment and successful stories of poor women who participated in
two microfinance programs in Pakistan; namely National Rural Support Program and
Khushali Bank. Previous studies have shown how women’s participation in microfinance
institutions can improve individual and household income. However, limited evidence
exists on whether involvement in microfinance can improve the women’s economic
decision making empowerment, freedom of movement empowerment and life
satisfaction. This study is based on household level data collected from 744 poor women
of Bahawalpur division in Pakistan. The results from the Multinomial Logit Model
(MLM) estimation show that the women borrowers are more empowered and satisfied
than the non-borrowers. The probability of involvement in economic decision, having
more freedom and happiness increases with the increase in loan size. However, marital
status is found to be statistically insignificance to economic decision, while it has a
positive influence on freedom of movement empowerment. Furthermore, the results also
show that the probability of being happy decreases with age and marital status, but it
increases with family size and empowerment. Based on the analysis, the study concludes
that the level of women empowerment and satisfaction of poor women in Pakistan can be
significantly improved with the involvement of Microfinance Institutions. The results
suggest that higher income increases the women's ability to contribute more to the
household expenditure, eventually improving their empowerment and life satisfaction.
This study recommends that while making policies and allocating the budget on
education, policymakers and other non-governmental organizations should focus on how
these expenditures are distributed and who will be benefited from these. In addition,
government and development organizations should work. with greater cooperation in
order to increase the women’s empowerment and happiness by implementing strategies
to increase the availability of more educational programs and better guidance schemes for
the borrowers.

Keywords: microfinance, empowerment, happiness, satisfaction, multinomial logit
model, multinomial probit model.



ABSTRAK

Pemerkasaan wanita merupakan salah satu isu utama negara sedang membangun. Kajian
ini menyiasat isu pemerkasaan serta kejayaan wanita miskin yang menyertai dua program
pembiayaan mikro di Pakistan, iaitu Nationa Rural Support Program dan Khushali Bank.
Kajian terdahulu menunjukkan penyertaan wanita dalam pembiayaan mikro dapat
meningkatkan pendapatan individu dan isi rumah. Bagaimanapun, tiada bukti yang nyata
menunjukkan pembiayaan mikro dapat meningkatkan pemerkasaan dan kepuasan hidup
peminjam wanita. Kajian ini adalah berdasarkan kepada data tahap isi rumah yang
dikutip daripada 744 orang wanita miskin di bahagian Bahawalpur, Pakistan.
Berdasarkan keputusan penganggaran Model Multinomial Logit (MLM) jelas
menunjukkan bahawa peminjam wanita lebih perkasa dan berpuas hati berbanding
dengan wanita yang bukan peminjam. Kebarangkalian mereka terlibat dalam keputusan
ekonomi, mempunyai kebebasan dan kebahagiaan akan lebih meningkat dengan
peningkatan dalam saiz pinjaman. Walau bagaimanapun, status perkahwinan didapati
tidak signifikan secara statistik dengan keputusan ekonomi tetapi mempunyai pengaruh
yang positif ke atas kebebasan bergerak. Tambahan pula, hasil kajian ini menunjukkan
bahawa kebarangkalian wanita menjadi gembira menurun dengan peningkatan umur dan
status perkahwinan, tetapi ia meningkat dengan saiz keluarga dan pemerkasaan.
Berdasarkan analisis ini, kajian ini mencadangkan agar tahap pemerkasaan wanita dan
kepuasan hidup wanita miskin di Pakistan ditingkatkan secara signifikan dengan
penglibatan dalam institusi pembiayaan mikro. Hasil kajian ini memperakukan bahawa
pendapatan yang tinggi meningkatkan keupayaan wanita untuk menyumbang lebih
banyak kepada perbelanjaan isirumah dan seterusnya meningkatkan pemerkasaan serta
kepuasan hidup mereka. Kajian ini mencadangkan bahawa apabila membuat polisi dan
alokasi bajet pendidikan, pembuat polisi serta organisasi bukan kerajaan yang lain
seharusnya fokus kepada bagaimana perbelanjaan ini diagihkan dan siapa yang
memperolehi faedah ini. Tambahan pula, kerajaan dan organisasi pembangunan perlu
bekerjasama dalam menangani isu pemerkasaan wanita serta kepuasan hidup dengan
pelaksanaan strategi yang lebih baik seperti memperbanyakkan pinjaman dan panduan
yang betul kepada peminjam.

Kata kunci: pembiayaan mikro, pemerkasaan, kebahagiaan, kepuasan, model logit
multinomial, model probit multinomial.

Vi



ACKNOWLEDGEMENT

First of all, I thank Almighty Allah for making this and everything possible. Then, 1
would like to express my deepest appreciation to my supervisor, Prof. Dr. Mohd Zaini B
Abd Karim who has provided me with a great support, help and guidance throughout my
PhD programme and in writing reearch paper. | do not think I will ever find words
suitable enough to thank my friend Haji Ali Asghar and family for their support.
Therefore, a big ‘Thank You’ goes to my parents especially my mother and sister Kashifa
Yasmeen, who have been the source for my achievement and success in life since the
time | was little. Thank you friends, Zulifgar Ali Bhutto, Bangal Channa, Asma
Abdulhameed Al sagaf, Maha Mohammad Al Yusar, Naif, Aisha Shoukt, Sweatha,
Shivelela, Nibras Almosivi, Shuaila Sulemani, Walid, Dr Lim, Neelam Qadeer, Lim
Chain Yien, Altaf Hussain samo, Md Mahadi Hasan, Samia Arooj, Arfan Shahzad,
Muhammad Haseeb, Mike Abraham, Azam Khan and Aqeel Israr for support; I am
forever indebted to you for all the help you provided throughout the years. | would also
want to thank my siblings and friends, for all the support and belief in me throughout the
journey of life.

Finally, 1 would love to thank all my friends from whom | learned a great deal throughout

my journey in life.

vii



TABLE OF CONTENTS

CERTIFICATION OF THE THESIS ERROR! BOOKMARK NOT DEFINED.
ABSTRACT \
ABSTRAK VI
ACKNOWLEDGEMENT \
LIST OF APPENDICES XVII
CHAPTER ONE 1
INTRODUCTION 1
1.1 Background OF the STUAY .........ccooeiiiiiiiiiesies e 1
1.2 Microfinance Institutions and WOMEN...........cooiiiiiiienieie e 3
1.3 Problem StatemMeNT.........coieiiee ettt re s 7
1.4 RESEArCN QUESTIONS .....ccvviiiiie ittt ettt ettt ere ettt sb e e sae e e nbeesbaeeebeesaeeebeesnnas 14
1.5 ODJECHIVE OF STUAY ..o 15
1.6 Significance of the StUAY ..........cccveiiii i e 16
1.6.1 Significance to the Literature 16
1.6.2 Practical Significance 18
1.7 Overview of Microfinance in PaKISLaN ....coe....eeweisisiere e ismussneeeeeneesiisssssenesseeseeseenees 19
1.7.1 Number and Legal Status of MFlIs in Pakistan 20
1.7.2 Proportion of Active Women Borrowers in Pakistan by Years 25
1.7.3 Women Status in Pakistan 26
1.7.4 Empowerment of Women in Pakistan Policies and Steps 27
1.7.5 Aim of Microfinance Institutions to Empower Women 29
1.8 SCOPE OF thE STUAY ..ot 29
1.9 Organization-of the Thesis..... . Ll L L LA L i, 32
CHAPTER TWO 33
REVIEW OF THE LITERATURE 33
P20 I [ 0o [ od 1 o PSS 33
2.2 Concept of Women's Empowerment and HappinesS..........ccccvveveiieieeneeieesieesie e, 34
2.2.1 Concept of Women's Empowerment 34
2.2.2 Concept of Women's Happiness 42
2.3 Theories of Women Empowerment and HappinesSS.........cccooevvrerieieeiieniene s 44
2.3.1 Empowerment 44
2.3.2 Theories Related to Empowerment 45
2.3.3 Happiness 46
2.3.4 Adaptation Theory 47

viii



2.3.5 The Theory of Social Comparison
2.3.6 Theory of Aspiration

2.4 Commonly Used Dimensions of Women’s Empowerment..............cccovvvinnenn.

2.4.1 Economic Dimension

2.4.2 Political Dimension

2.4.3 Social, Cultural Dimension

2.4.4 Psychological Dimension

2.4.5 Family / Interpersonal Dimension
2.4.6 Legal Dimension

2.5 Different Paradigms of Microfinance Towards Empowerment of Women..........

2.5.1 Feminist Empowerment Paradigm
2.5.2 Poverty Reduction Paradigm
2.5.3 Financial Sustainability Paradigm

2.6 Measurements of Women’s Empowerment and Happiness .........ccccoccvvvvivveiinnnns
2.7 ECONOMALIIC IMOTEL........coviiiiiiiii e

2.7.1 Multinomial Logit Model and Women’s Empowerment and Happiness

2.7.2 Methdological Issues in Measuring the Impact of Microfinance on
Empowerment

2.7.3 Measuring the Impact of Microfinance on Empowerment

2.8 Impact of Microfinance on Women’s EMpoOwerment .......cooeeveivveeiiimnsnecnesennnes

2.8.1 Income Happiness Paradox
2.8.2 Effect of Microfinance on Women’s Happiness
2.8.3 Other Factors Affecting Women’s Empowerment and Happiness

2.9 Remarks on the Literature REVIEW ..........oooieeeeeieee e

CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introdqatien.....#&+..... Universiti. Utara - Malavsia.........
3.2 Conceptual FrameWOrK ..........oooviiiiiicc e
3.3 EMPIrICal MOUEL ..o

3.3.1 Women’s Empowerment Models
3.3.2: Women'’s happiness

47
48

...... 48

49
49
50
50
50
o1

...... 51

o1
52
52

...... 54
...... 59

60

61
62

...... 63

76
78
79

...... 83

86
86

...... 86
...... 86
...... 91

91
96

3.4 Definition and Measurement of the Dependent Variables Presented in the Empirical

1Y 00 /=] TR RTTTRTRRRRRRTRRT

3.4.1 Economic Decision Making (WE)
3.4.2 Freedom of Movement Empowerment (WM)
3.4.3 Satisfaction (WS)

3.5 Definition and Measurement of Independent Variables ...........ccccocviniiiiinnnnnn

3.5.1 Age (Age)
3.5.2 Education (Edu)

100
101
101
102
102
102



3.5.3 Family Size (FSize) 103

3.5.4 Marital Status (MS) 104
3.5.5 Annual Income (Inc) 104
3.5.6 Loan Size (LSize) 105
3.5.7 Women Empowerment (Wemp) 106
3.6 Hypotheses Of the STUAY .....cc.ccveiiiiicc e 106
3.7 Model Estimation: Multinomial Probit and Multinomial Logit Model .................... 107
3.7.1 Multinomial Logit Model (MNLM) 109
3.7.2 Assumptions of MNL Formulation: 110
3.7.3 Multinomial Logit as a Probability Model 112
3.7.4 Estimation of Multinomial Logit Model 114
3.8 INLErACHION TOIM . .ciuiiiiie e ettt sbe st reene e 116
3.9 Data Collection Strategies and Survey INStrUMENt ............ccoovvviiiieieienesce e 117
3.9.1 Data Collection Strategies 117
3.9.2 Sampling Technique 117
3.10 Focus, Sources of data and Scope of the study ...........ccccoveviiiiiievi e 121
3.11 ChaPLer SUMIMAIY .....oveviiiieieiieiieieei ettt bttt sbe b be e 123
CHAPTER 4 124
RESULTS AND DISCUSSION 124
4.1 Characteristics 0f RESPONUENTS ......ccvueivieieereeire e cieraae e vaesree e saesne s e eeesreeneas 124
4.1.1 Age (Age) 124
4.1.2 Education (Edu) 125
4.1.3 Family Size (FSize) 126
4.1.4 Annual Income (Inc) 127
4.1.5 Marital Status (MS) 128
4.1.6 Duration-of Involvement with Microfinance 129
4.1.7 Loan Size (LSize) 130
4.1.8 Empowerment and Happiness 131
4.1.9 Descriptive Statistics 133
4.2 Checking for MUltiCOHINEAIILY ..........ccceeiiiiiii e 134

4.3 Effect of Microfinance on Women’s Economic Decision Making Empowerment.. 136
4.3.1 Effect of Involvement in Microfinance on Women’s Economic Decision Making

Empowerment 136
4.3.2 Model Specification 137
4.3.3 Result of the Effect of Involvement in Microfinance on Woman's Economic

Decision Making Empowerment (WE) 138
4.3.4 Impact of Change in the Explanatory Variable in the Woman's Economic

Decision Making Empowerment (WE) 145



4.3.5 Effect of Microfinance on Woman's Economic Decision Making Empowerment

(WE) (Probit Model) 149
4.3.6 Model Specification 151
4.3.7 Effect of Loan Size on the Woman's Economic Decision Making Empowerment

(WE) 152
4.3.8 Impact of Change in the Explanatory Variable in the Woman's Economic

Decision Making Empowerment (WE) 154
4.3.9 The Effect of Microfinance and Other Variables on Woman's Economic Decision

Making Empowerment (WE) (Multinomial Probit) 155
4.3.10 Conclusion of Women Decision Making Empowerment (WE) (Model 1 and

Model 2) 157

4.4 Microfinance and Women’s Freedom of Movement (WM).........cccocoiiiveinnieennnn. 158
4.4.1 Effect of Involvement in Microfinance on Women’s Economic Decision Making

Empowerment 158
4.4.2 Model Specification 159
4.4.3 Result of the Effect of Involvement in Microfinance on Woman’s Freedom of

Movement (WM) 160
4.4.4 Impact of Change in the Explanatory Variable on Women's Freedom of

Movement Empowerment (WM) 166
4.4.5 The Effect of Microfinance and Other Variables on Woman's Freedom of

Movement Empowerment (WM) (Multinomial Probit) 169
4.4.6 Effect of Loan Size on the Woman's Freedom of Movement Empowerment 171
4.4.7 Model Specification 171

4.4.8 Effect of Loan Size on the Woman's Freedom of Movement Empowerment 171
4.4.9 Impact of Change in the Explanatory Variable in The Woman's Freedom Of

Movement Empowerment (WM) 174

4.4.10 The Effect of Loan Size and Other Variables on Woman's Freedom of
Movement Empowerment (WM) (Multinomial Probit) 175
4.4.11Conclusion of Women’s Freedom of Movement Empowerment (WM) (Model 3
and Model 4) 176

4.5 Microfinance and Women’s Satisfaction (WS) .......cccooieiiiiiiiiec e 178
4.5.1 Effect of Involvement in Microfinance on Women’s Satisfaction 178
4.5.2 Model Specification 178
4.5.3 Effect of Involvement in Microfinance on Woman's Satisfaction (WS) 179

4.5.4 Impact of Change in the Explanatory Variable on Women's Satisfaction 186
4.5.5 The Effect of Microfinance and other Variables on Women's Satisfaction (WS)

(Probit Model) 189
4.5.6 Model Specification 191
4.5.7 Effect of Loan Size and Other Variables on Woman's Satisfaction (WS) 192

Xi



4.5.8 Impact of Change in the Explanatory Variable in the Woman's Satisfaction

194

459 The Effect of Loan Size and Other Variables on Woman's Satisfaction

(Multinomial Probit)
4.5.10 Conclusion of Women’s Satisfaction (Model 5 and Model 6)
4.6 Summary of the FINAINGS ..o
CHAPTER 5
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 SUMMAry Of the THESIS ....c.veiiiie e
5.2 Contributions OF the STUY ..........couiiiiiiii e
5.2.1 Contribution to the Literature
5.2.2 Practical Contribution
5.3 Implications and ReCOMMENUALION. ..........ccceevieiiieiieie e
5.3.1 Theoretical Implications and Recommendation
5.3.2 Practical Implications and Recommendation
5.4 Limitations of the Study and Future Recommendations..............ccoeververeenesrinsennnes
5.5 CONCIUSION ...ttt sttt e e bbb ne e
REFERENCES
APPENDIX A REQUEST FOR SURVEY

xii

196
197
198
201
201
201
204
204
206
208
208
209
211
212
214
230



LIST OF TABLES

Table 1.1 Legal status and total number of borrowers of microfinance
institutions in Pakistan

Table 1.2 Number of women borrowers in various microfinance banks in
Pakistan 2011

Table 1.3 Proportion of active women borrowers of microfinance in Pakistan
Table 1.4 Population and area of provinces in Pakistan

Table 3.1 Desert Areas in Punjab

Table 3.2 Sample Size of Borrowers women and Non-Borrowers women
Table 4.1 Age (Age) of Respondents

Table 4.2 Education Level of Respondents (Edu) (Borrowers and Non-
borrowers)
Table 4.3 Family Size of Respondents (FSize)

Table 4.4 Annual Income of the Respondents (Inc)

Table 4.5 Marital Status of Respondents (MS)
Table 4.6 Duration of Involvement with Microfinance of Borrowers” Women

Table 4.7 Loan Size (LSize) of Women’s Borrower

Table 4.8 Percentage of Women’s Economic Decision by Borrowers and Non-
Borrowers

Table 4.9 Percentage of Women’s Freedom of Movement by Borrowers and
Non-Borrowers

Table 4.10 Percentage of Satisfaction of Respondent by Borrowers and Non-
Borrowers

Table 4.11 Descriptive Statistics of Variables
Table 4.12 Checking for VIF

Table 4.13 Checking for Multicollinearity by Correlation

Xiii

Page

24

25

30
118
121

125
126

127
128

129
129

130
132

132

133

133

135

136



Table 4.14 Independence of Irrelevant Alternatives (11A) Tests
Table 4.15 Results of Multinomial Logit Estimation (Full Sample)
Table 4.16 Marginal Effect of the MNLM (Full Sample)

Table 4.17 Results of Multinomial Probit Estimation

Table 4.18 1A Assumption

Table 4.19 Results of Multinomial Logit Estimation (Full Sample)
Table 4.20 Marginal Effect of the MNLM (Full Sample)

Table 4.21 Results of Multinomial Probit Estimation (Full Sample)
Table 4.22 Independence of Irrelevant Alternatives (11A) Tests
Table 4.23 Results of Multinomial Logit Estimation (Full Sample)
Table 4.24 Marginal Effect of the MNLM (Full Sample)

Table 4.25 Results of Multinomial Probit Estimation (Full Sample)
Table 4.26 Independence of Irrelevant Alternatives (I1A) Tests
Table 4.27 Results of Multinomial Logit Estimation (Full Sample)
Table 4.28 Marginal Effect of the MNLM (Full Sample)

Table 4.29 Results of Multinomial Probit Estimation (Full Sample)
Table 4.30 Independence of Irrelevant Alternatives (11A) Tests
Table 4.31 Marginal Effect of the MNLM (Full Sample)

Table 4.32 Marginal Effect of the MNLM (Full Sample)

Xiv

138

141

148

150

151

153

155

156

159

165

168

170

171

173

175

176

179

181

187



Table 4.33 Results of Multinomial Probit Estimation (Full Sample)
Table 4.34 Independence of Irrelevant Alternatives (I1A) Tests
Table 4.35 Results of Multinomial Logit Estimation (Full Sample)
Table 4.36 Marginal Effect of the MNLM (Full Sample)

Table 4.37 Results of Multinomial Probit Estimation (Full Sample)

XV

190

191

193

195

196



LIST OF FIGURES

Page
Figure 1.1. Map of Punjab Province, Pakistan 31
Figure 1.2 Map of Cities of Punjab, Pakistan 31
Figure 2.1 Process of Women Empowerment 53

+ Figure 3.1 Relationship Among the Variables by Including Microfinance 95
........ Involvement as one Of the Factor Affecting Women’s
......... Empowerment

- Figure 3.2: Relationship Among The Variables by Including Microfinance 95
........ Loan Size Affecting Womens' Empowerment.

Figure 3.3: Relationship Among the Variables by Including Microfinance 96

............... Involvement Affecting Satisfaction.

Figure 3.4: Relationship Among the Variables by Including Microfinance 97

............... Loan Size Affecting Satisfaction.

Figure 3.5 Cities of Cholistan Bahawalpur 119
Figure 3.6 Focus, Data And Scope in the Estimation of Empowerment 122
............... Model

Figure 3.7 Focus, Data And Scope in the Estimation of Happiness Model = 123

XVi



LIST OF APPENDICES

Appendix Page

Survey Questionnaire 211

XVil



Universiti Utara Malaysia




CHAPTER ONE
INTRODUCTION
1.1 Background of the Study

In 1972 women were happier than men on an average and the median woman was as
happy as a man at the 53.3rd percentile in the male distribution. By 2006, however,
the median woman’s happiness was less than that of the median man in 1972, while
the median man in 2006 was slightly happier than his counterpart in 1972. Comparing
the 2006 medians with the distribution for men in 1972, we see that the median
woman in 2006 is as happy as a man at the 48.8th percentile in 1972—almost 5
percentage points below her position 34 years earlier, while the median man in 2006
is as happy as the man at the 50.7th percentile in 1972. From 1972 to 2006, women’s
happiness relative to men’s has decreased (Stevenson and Wolfers, 2009). Stevenson
and Wolfers, (2009) collected data from 12 European countries (Belgium, Denmark,
France, Great Britain, Greece, lreland, Italy, Luxembourg, Netherlands, Portugal,
Spain, and Germany) and found that happiness increases have been greater for men
relative to women, leading to a decline in European women’s happiness relative to

that of European men.

Income and education has direct impact on satisfaction, since approximately 70 percent of
the World’s deprived are poor females, various measures have been undertaken by many

stakeholders to uplift the welfare of women particularly by encouraging them to participate
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