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Abstract
Women empowerment has been recognized by the United 
Nations as a key goal to achieve during the next decade. This 
paper examines the impact of microfinance services on women 
empowerment in Sri Lanka. We have collected primary data 
from 150 women beneficiaries of microfinance institutions 
across the country. We have performed multiple regression to 
test our hypotheses. We find microcredit, micro-savings and 
training programmes of microfinance institutions significantly 
and positively influence towards women empowerment. Our 
results suggest that the women in underprivileged community 
are empowered more when they obtain more microcredit, save 
more at microfinance institutions and undergo more training 
programs offered by microfinance institutions. Our study has 
important implications to the microfinance institutions, policy 
developers and the women in underprivileged community.

Keywords: microcredit, micro-savings, microfinance training, 
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1. Introduction
Gender equality and women empowerment has been a topic 
investigated heavily in different contexts. The world has 
identified the importance of gender equality and already included 
as one of the key goals among the United Nations Sustainable 
Development goals for 2015-2030. Kabeer (1999) defined 
women empowerment as the process through which women 
acquire the ability to make strategic life choices. According to 
Shahra, Camila, Elissa, Sarah, and Kristine (2012), there are 
significant percentage women engaged in the informal economic 
sector. Microfinance activities are generally focused on the 
informal sector of economy where formal bank services are 
lacking. The main drive for this study is to investigate the impact 
of micro finance services on women empowerment.

Microfinance is known as a provision of financial services to low-
income people and pioneering concepts of microfinance were 
introduced by Muhummad Yunus as the founder of Grammen bank 
concept in the Bangladesh. Hashemi & Schuler (1996) suggests 
that an individual is empowered by improving the capacity and 
capabilities thus it is likely that microfinance has a role to play in 
improving the same. More specifically, microfinance institutes 
offer microcredit, micro-savings and training programmes. The 
first two is associated with the much-needed financial capital 
and the latter is connected with the human capital both of which 
are factors for improving capacity and capabilities. Literature 
provides evidence for the positive influence of microcredit, micro 
finance savings and training on women empowerment (Ali and 
Hatta ,2012; Perera and Wickramasekara,2020; Haider, Asad, 
and Fatima,2017). However, we find still lack of researches and 
inconclusive evidence prevailed in developed country context of 
Sri Lanka. In this paper, we examine the impact of microcredit, 
microfinance savings and microfinance training programmes on 
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the women empowerment in Sri Lanka.

In this paper, using primary data collected from 150 women 
beneficiaries of microfinance institutions in Sri Lanka, we find 
that microcredit services significantly and positively affect 
towards the women empowerment. Further, our results suggest 
that the more that women save at microfinance institutions, 
the greater they are empowered. We also establish the fact 
that the higher the training programmes undergone by women 
beneficiaries, the greater the effect on empowerment. Our 
results have implications for microfinance institutions, policy 
developers and the women in the underprivileged community.
The rest of the paper is structured as follows: Section 2 reviews 
the literature and develops the hypotheses. Sampling, variables, 
measurements, validity and reliability are discussed in section 3. 
This is followed by the fourth section that provides the results of 
our study. Finally, section 5 provides the conclusion. 

2. Literature Review & Hypothesis Development
The women empowerment has diverse meanings for example the 
positive changes in the family and personal life (Kabeer, 2008), 
obtaining the power to make choices and expanding opportunities 
(Chopra & Müller, 2016), repositioning gender relations within 
the family and as well as in society (Murshid,2018) and let the 
women to live a life with dignity, humanity, respect, self-esteem, 
and self-reliance (Noreen, 2011). 

Parveen and Leonhauser (2005), have identified that individual 
determinants, household determinants, and socio-cultural 
determinants affect towards the women empowerment. Age is 
an individual determinant that has a positive association with 
the women empowerment especially in Asian countries (Nayak 
& Mahanta, 2009; Parveen & Leonhauser, 2005; Rahmn, 
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Karmaker, & Mia, 2009). Results of Haque, Islam, Tareque, and 
Mostofa, (2011) suggests that women women below the age 
of 20 years were found to less empower compared to the older 
group.  Education is an important socio-economic determinant 
found to influence towards women empowerment by many 
researches. Education is found to have a positive impact on 
women empowerment (Sridevi ,2005; Khan & Awan, 2011; 
Sheikh, Meraj, and Sadaqat ,2015). Apart from the age and 
education , ownership of land & property also found to have a 
significant impact towards the women empowerment (Sridevi, 
2005; Parveen & Leonhauser, 2005; Khan & Noreen, 2012).

Women empowerment is considered to be a multidimensional 
process of improving the individual’s capacity and capabilities 
to make choices and to convert those choices to desired actions 
and outcomes (Hashemi & Schuler, 1996). These capacities 
and capabilities of individual are usually associated with the 
availability of resources broadly defined as financial capital, 
human capital, social capital and physical capital. Human 
capital includes education, skills, and training. Financial capital 
includes loans and savings. Social capital includes networks and 
mentors and physical capital includes land and machinery (Golla, 
Malhotra, Nanda, & Mehera, 2011). Therefore, it is likely that 
the services of microfinance institutions such as microcredit, 
savings and training programmes influence towards the women 
empowerment as they are directly linked with the financial 
capital (microcredit & savings) and human capital (training 
programmes of microfinance institutions). Accordingly, we 
hypothesize that microcredit, microfinance savings and training 
programmes offered microfinance institutions (which we call as 
microfinance training for simplicity) have an impact towards 
women empowerment.
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Microcredit is major service of microfinance institutions and it 
is used by the underprivileged people to start small businesses 
(Bhusal, 2010). Microcredit is a financial capital that improves 
capabilities of an individual. Microcredit is supported to develop 
entrepreneurial skills among the poor women thus Ali and Hatta 
(2012), suggests that microcredit is an essential tool to empower 
women. Accordingly, we hypothesize that microcredit services 
have a positive impact toward the women empowerment in Sri 
Lanka. 

H1: Microcredit services positively influence on women 
empowerment

Kagan (2020) describes that micro-savings plans are specially 
designed and offered in developing countries to encourage saving 
for education and future investments. As micro-savings generate 
future financial capital, it is likely that women is empowered 
through savings at microfinance institutions. In fact, Perera and 
Wickramasekara (2020) finds a positive relationship between 
microfinance savings and women empowerment. Accordingly, 
we hypothesize as follows.

H2: Microfinance savings positively influence on women 
empowerment

Education level is found to be positively associated with the 
women empowerment (Sridevi ,2005; Khan & Awan, 2011; 
Sheikh, Meraj, and Sadaqat ,2015). Therefore it is likely that 
training programmes conducted by the microfinance institutions 
positively influence the women empowerment. Khan & Noreen 
(2012) suggests that borrower’s education level and experience 
level affects the empowerment. Accordingly, the training 
services are beneficial to microfinance clients (Cheston & Kuhn, 
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2002) and Training has a positive influence on enterprise success 
(Hameed, Hussain, Azeem, Basheer, & Arif, 2017). Further 
Haider, Asad, and Fatima (2017) suggests that microfinance 
institution’s training or skill development programs influence 
the women’s economic and social empowerment. Accordingly, 
we hypothesize as follows.

H3: Microfinance training positively influence on women 
empowerment

3. Methodology
The study has used quantitative methodology as the researchers 
believe that variables of interest are measurable using standard 
questions. Population of the sample includes all women 
microfinance beneficiaries in Sri Lanka. We have initially chosen 
a stratified random sample of 150 beneficiaries. Primary data 
is collected using standard questionnaires. Once the unusable 
questionnaires are removed, we have ended up with a final 
sample of 134 beneficiaries.

3.1. Variables, Measurements & Validity
We have employed standard questions used by several researchers 
for example Maru & Razia (2013) and Bernard, Kevein, & Khin 
(2017) in order to measure the variables of concern. These 
questions are likert scale type with a five-point scale.
 
Microcredit
Microcredit services offered by microfinance institutions have 
been measured using 8 questions and their factor loadings 
are given in table 1. Most of the measurements except one 
are reported to have factors loadings above the rule of thumb 
value of 0.5 thus there is a reasonable validity of measurement 
instruments. Internal consistency is measured using Cronbach’s 
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Alpha and it is above the threshold of 0.7 indicating higher 
reliability.

Microfinance savings
Microfinance savings include six questions and their respective 
factor loadings are above 0.5 except one item as given in table 
2. Cronbach’s Alpha is above 0.7 threshold. These numbers 
indicate the fact that measurements are valid and reliable.

Table 1: Validity & Reliability of Microcredit 

# Measurement 
Factor 

loading 

Cronbach’s 

Alpha 

MC1 I am satisfied with the various loan products  0.600  

 

 

0.731 

MC2 I am satisfied with frequently of taking loans  0.632 

MC3 I am satisfied with terms, conditions and guarantees of loans  0.618 

MC4 The loan amount is sufficient  0.555 

MC5 The loan obtaining procedure is simple  0.504 

MC6 I have ability to repay with in a given time duration  0.462 

MC7 The loan interest rate is reasonable  0.707 

MC8 The loan repayment procedure is easy  0.672 

 

Table 2: Validity & Reliability of Microfinance savings 

# Measurement 
Factor 

loading 

Cronbach’s 

Alpha 

MS1 The saving withdrawal is easy  0.600  

 

0.777 

MS2 Satisfied with the interest rates for the savings  0.632 

MS3 The procedures are simple  0.618 

MS4 Savings contributed to stability  0.555 

MS5 Savings contributed to household income  0.504 

MS6 Satisfied with accessibility  0.462 
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Microfinance Training
Microfinance Training is measured using six questions. All of 
the questions have a factor loading above 0.5 as reported in table 
3. Moreover, Cronbach’s Alpha is well above the 0.7 threshold. 
Accordingly, the used measurement instruments are valid and 
reliable.

Women Empowerment
We have used nine questions to measure the women 
empowerment. Except the first three items others have factor 
loadings close to or above 0.5 as reported in table 4. Cronbach’s 
Alpha is reported to be 0.712 which is above the 0.7 threshold. 

Table 3: Validity & Reliability of Microfinance Training 

# Measurement 
Factor 

loading 

Cronbach’s 

Alpha 

MT1 Training programs were helped me to develop my attitudes and 
qualities  0.888  

 

0.886 
MT2 Training programs helped me to running a business   0.729 

MT3 The frequency of training program was adequate  0.737 

MT4 Training programs improved my social status  0.935 

MT5 Training programs were useful to improve my family life  0.922 

MT6 Satisfied with accessibility  0.888 
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3.2. Main model and estimation method

We test our hypotheses (H1, H2, H3) using the following 
regression model:

We measure each variable as illustrated in the preceding 
section.  We use Ordinary Least Square (OLS) regression as our 
regression model. Though Structural Equation Modelling (SEM) 
is ideal for our research, we have followed OLS regression using 
mean values for our measurement instruments due to time and 
resource limitations. We have tested regression assumptions 
such as normality, heteroscedasticity, multicollinearity and 
linearity prior to perform the OLS regression. The next section 
provides results of our study.

4. Results
We first report the descriptive statistics pertaining to the 
demographic characteristics of the women beneficiaries in our 
sample. This followed by the regression analysis to test the 
hypotheses.

4.1. Descriptive Statistics
Descriptive statistics on demographic profile of beneficiaries 
are given in table 5. It can be observed that 40% of women 
beneficiaries are in the age category of 30-39. This is followed by 
28% of beneficiaries in the age group of 40-49. Majority of the 
beneficiaries have studied up to Ordinary Level. The cumulative 
percentage of women who has only school education is 92% out 
of which 21% have completed Advanced Level. Less than 10% 
beneficiaries have completed either a diploma or degree.

𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤𝑤_𝑤𝑤𝑤𝑤𝑒𝑒𝑤𝑤𝑤𝑤𝑤𝑤𝑒𝑒𝑤𝑤𝑤𝑤𝑤𝑤𝑒𝑒 = 𝛼𝛼 + 𝛽𝛽1(𝑤𝑤𝑚𝑚𝑚𝑚𝑒𝑒𝑤𝑤𝑚𝑚𝑒𝑒𝑤𝑤𝑚𝑚𝑚𝑚𝑒𝑒)𝑖𝑖 + 𝛽𝛽2(𝑤𝑤𝑚𝑚𝑚𝑚𝑒𝑒𝑤𝑤𝑚𝑚𝑚𝑚𝑤𝑤𝑚𝑚𝑤𝑤𝑚𝑚_𝑠𝑠𝑚𝑚𝑠𝑠𝑚𝑚𝑤𝑤𝑠𝑠𝑠𝑠)𝑖𝑖 

                 +𝛽𝛽2(𝑤𝑤𝑚𝑚𝑚𝑚𝑒𝑒𝑤𝑤𝑚𝑚𝑚𝑚𝑤𝑤𝑚𝑚𝑤𝑤𝑚𝑚𝑤𝑤_𝑒𝑒𝑒𝑒𝑚𝑚𝑚𝑚𝑤𝑤𝑚𝑚𝑤𝑤𝑠𝑠)𝑖𝑖 + 𝜀𝜀 
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The majority, about 83% has family members between 3-5. Only 
about 7% beneficiaries have family members exceeding 5. It can 
be observed that 53% of women beneficiaries of microfinance 
services earn a monthly income between Rs. 20,001- Rs. 35,000. 
About 35 percent earns an income of Rs. 35,001- Rs. 50,000. 
Less than 10% of beneficiaries earn an income above Rs. 50,000. 
About 53% of beneficiaries monthly spend above Rs. 25,000 
where as 29% spends in between Rs. 20,001 to Rs. 25,000. It 
is interesting to see that 63% of our sample have declared that 
they act as the head of the household. This may indicate that the 
women have been socially empowered within the family unit. 

Table 5: Demographic characteristics 

Demographic variable No of beneficiaries % of beneficiaries 
Age   
Less than 20 - - 
20-39 21 15.67 
30-39 54 40.30 
40-49 38 28.36 
More than 50 21 15.67 
   
Education Level   
Up to grade 05 20 14.93 
Up to O/L 75 55.97 
Up to A/L 28 20.90 
Diploma 6 4.48 
Degree 5 3.73 
   
No of family members   
2 or less 13 9.70 
3-5 111 82.84 
6-8 10 7.46 
   
Monthly Income   
Less than Rs. 20,000 4 2.99 
Rs. 20,001- Rs. 35,000 71 52.99 
Rs. 35,001- Rs. 50,000 47 35.07 
Rs. 50,001-Rs. 65,000 8 5.97 
More than Rs. 65,000 4 2.99 
   
Monthly Expenditure   
Less than Rs. 10,000 2 1.49 
Rs. 10,001-Rs. 15,000 9 6.72 
Rs. 15,001-Rs. 20,000 12 8.96 
Rs. 20,001- Rs. 25,000 39 29.10 
More than Rs. 25,000 72 53.73 
   
Gender of the head of household   
Male 50 37.31 
Female 84 62.69 
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We have investigated how many years the beneficiaries have 
been engaged with microfinance services and the purpose of 
engagement. As illustrated in figure 1, it could be observed 
that wide majority exceeding 50% have engaged with the 
Microfinance Institute (MFI) for the purpose of starting a 
new busines. Another 35% of women have engaged with the 
expectation of developing their existing business by obtaining 
MFI services. Less than 15% have engaged for different other 
purposes such as agriculture, loan settlement, etc. 

Figure 1: Purpose of Engagement 
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Figure 2 illustrates that how many years that the women 
beneficiaries have engaged with the microfinance institute. 
About 34% of the sample has engaged more than 4 years with 
the microfinance institute. Percentage of beneficiaries who got 
experience between 3-4 years with the MFI is close to 15%. 
Forty five percent beneficiaries have engaged with the MFI 
about 1-3 years. About 7% of the beneficiaries have less than 1 
year experience.

4.2. Regression results & hypothesis testing
We have performed multiple regression in order to test 
our hypotheses. Regression assumptions of normality, 
multicollinearity, heteroscedasticity and linearity have been 
tested prior to performing the regression. All assumptions have 
been satisfactorily met and we report details of a few assumptions 
in the forthcoming paragraphs.

We have used skewness and kurtosis value to check whether the 
data is approximately normally distributed. According to Garson 
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(2012) if both skewness and kurtosis values lie in range +2.00 
to -2.00, data are suggested to follow a normal distribution. As 
illustrated in table 6, all the variables of interest in this study 
represent normally distributed data.

Table 6 : Skewness & Kurtosis
Skewness Kurtosis

Microcredit -0.815 -0.254 
Microfinance Savings -0.747 -0.523 
Microfinance Training -1.013 -0.627 
Women Empowerment -0.711 -0.580 

We have checked whether our model suffers from the 
heteroscedasticity issue using scatterplot for regression 
standardized residual vs regression standardized predicted 
value. We find an equal scatter and no any pattern is observed. 
Accordingly, we have concluded that our model does not suffer 
from heteroscedasticity. Linearity also observed using scatter plot 
for each independent variable with the dependent variable. We 
observed a linear relationship for all our independent variables. 
Multicollinearity assumption was tested using Variance Inflation 
Factor (VIF) and Tolerance values as reported in table 7.

Table 7: Multicollinearity test
VIF Tolerance

Microcredit 1.070 0.935 
Microfinance Savings 1.205 0.830 
Microfinance Training 1.133 0.882 

Rule of thumb suggests that VIF should less than 10 and the 
tolerance level which is the reciprocal of the VIF should be 
greater than 0.1. Accordingly, all our variables satisfy the 
threshold thus our model does not suffer from multicollinearity 



www.ihra.cmb.ac.lk
journal@ihra.cmb.ac.lk

Do microfinance services affect women empowerment? Evidence 
from Sri Lanka

157

Volume.7, Issue.2 December 2020
ISSN 1800-0266

issue.

We have performed correlation analysis between all the variables 
of the study and results are presented in table 8. All the variables 
are positively correlated. Except the relationship between 
microcredit and microfinance training all other variables are 
significantly correlated at 1% significance level.

Table 8: Correlation matrix
Variables 1 2 3 4
1 Women Empowerment 1.000
2 Microcredit 0.284* 1.000
3 Microfinance savings 0.363* 0.244* 1.000
4 Microfinance Training 0.334* 0.012 0.336* 1.000

* Significant at 1%

We have performed OLS regression to test our hypotheses and 
presented in table 9. It could be observed that R square of the 
model stands at 23% where as adjusted square is 21%. This 
represents that the independent variables of model are capable 
of explaining 21% variation of the dependent variable.

Unstandardized coefficients of all independent variables are 
positive thus it indicates the all-independent variables are 
positively related to the dependent variable. Accordingly, 

 

Table 9: Regression results 

R2=0.231 Adj R2=0.210 
Variables Unstandardized 

Coefficients 
Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 
Constant 2.651  .375  7.063 .000 
Microcredit .198  .070 .227 2.848 .004 
Microfinance savings .119  .045 .221 2.620 .010 
Microfinance Training .137  .044 .257 3.141 .002 
Dependent: Women Empowerment 
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microcredit is positively related to the women empowerment. 
This is also significant at 1% significance level. The more 
microcredit service obtained by the women, the greater they are 
empowered. Similar findings could be observed for microfinance 
savings. The relationship is significant at 1% and it suggests 
that microfinance savings significantly influence the women 
empowerment. The more savings of women in microfinance 
institutions lead them to empower themselves. The impact of 
microfinance training on women empowerment is positive 
and significant at 1% significance level. The higher volume of 
trainings provided to the women beneficiaries lead to a greater 
empowerment of them. Accordingly, all our hypotheses are 
accepted suggesting that microcredit, microfinance savings and 
microfinance training significantly influence towards the women 
empowerment.

5. Conclusion
Women empowerment is identified to be a global goal for the 
next decade by United Nations. This study provides empirical 
evidence on the impact of microfinance services towards the 
women empowerment. Though extant literature provides 
empirical evidence in several countries, inconclusive evidences 
are prevalent and we find lack of research in Sri Lankan country 
context. Our results suggest that microcredit, microfinance 
savings and microfinance trainings have significant impact 
towards the women empowerment. The Women are empowered 
more when they obtain more microcredit, save more at 
microfinance institutions and undergo more training programs 
offered by microfinance institutions.
Our findings have several implications to the microfinance 
institutions, policy making institutes and the women in 
underprivileged community. First, the microfinance institutions 
need to recognize that microfinance services are capable of 
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empowering women, thus they should design microfinance 
services including to training programs with a focus of women 
beneficiaries. Second, the policy making institutes should identify 
that microfinance is an important mechanism for empowering 
women in the underprivileged community. They should make 
policies to strengthen microfinance institutions, provide 
directions to support the women beneficiaries and enlighten 
the women on microfinance services. Finally, the women in the 
underprivileged community should understand that they can 
get themselves empowered by engaging and having continuous 
interactions with the microfinance institutes. 
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