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Abstract 

Microfinance is a disciplined and successful tool for Women empowerment and Self-employment. 

The microfinance Division in Pakistan has achieved significant progress and accomplished 

considerable cost creations. The key purpose of the research study is to examine the methods 

through which Microfinance increases women empowerment and the technique of self-

employment in urban and rural areas of Sindh. The most central purpose of this study was to 

analyze the various effects of microfinance (MF) on women empowerment and Self-employment 

using financial liberalization theory. Scholar used Stratified random sampling technique, and 846 

customers of ’Telenor Microfinance Bank” (TMB) and “Sindh Rural Support Organization” 

(SRSO) were selected for testing PLS through Smartpls 3. Furthermore, the evaluation of 

responses using PLS of measurement and structural model resulted in the demonstrations of an 

optimistic and significant impact on Dependent variables (DVs) by the independent variable (IV). 

 

Keywords: Microfinance (MF), self-employment (SE), Women Empowerment (WE), SRSO, 

TBM. 

 

Introduction of Microfinance 

Microfinance services were started four decades back by Mr. Muhammad Younus in 

Bangladesh with Grameen Bank in 1976 with the core purpose of poverty reduction in the country. 

Microfinance was known at that time as microcredit which means financial services providing the 

small loan. With time Microfinance services developed a wide range of services and acceptable 

financial services globally as a tool to reduce poverty (Zainuddin & Yasin, 2020). 

Microfinance services play a vital role in uplifting the lives of the poor in developing countries 

including Pakistan where microfinance service providers provide different services including 
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small loans, small savings, insurance, and medical facilities. Today, the microloans amount is Rs 

27,000 as compared to the amount of Rs.24,000 estimated in FY 2012-13 (Basharat, Arshad, & 

Ali, 2015). Microfinance in every country has played a significant role to empower women, 

women empowerment is very important for the development of each country in the world, women 

have equal rights as humans but in some parts of the world like in developing countries, they are 

not treated as the same. Women's empowerment is the key to economic development, and women 

must have equal rights. Factors in women empowerment have different dimensions such as 

political, social, psychological personal, and financial or economic characteristics; most important 

aspect is the financial empowerment of women that leads to the development of family and society. 

Moreover, the financial services are working to provide better financial services to women as 

microloan for the pure purpose of the startup of small business or self-employment in their home 

town in rural and urban areas of a country due to microfinance services. Accessibility of microloan 

is increasing and women are getting loans in rural areas as well and increasing their income 

(Arunkumar, Anand, Anand, Rengarajan, & Shyam, 2016). 

Researcher narrated that studies have shown that women empowerment with help of microloans 

helps to uplift poor people’s income and is related t other factors such as improving living standard 

by improving standard and quality of education, health, and more economic activities in their life 

(Krishnamurthy, Joseph, Pradhan, & Rao, 2017; Nawaz, 2015) and Another study was conducted 

in Pakistan during 2018 which suggested that microfinance sector was grown at 7.6% in start of 

FY 2018 with GLP (gross loan portfolio) of Rupee 224 bn. The majorities of people of our country 

are not only underprivileged in terms of different material resources for longer periods, but also 

health, education, housing and are unaware of self-employment or business activities. 

The main action is taken by the microfinance sector is to increase the number of MFIs for providing 

loans to women clients because women are poorer than men and at the same time women 

empowerment is important because men have high status than women in rural and urban society 

in emerging countries. Moreover, researchers suggest that women empowerment imparts amongst 

female’s internal motivation, autonomies, and personal ambitions so that women might choose 

their options in their entire life span. Because of this women’s access to material, human and social 

resources is essential to become financially and socially empowered. (Sharma, 2020; Shaikh, Shah, 

& Ashraf, 2017) 

 

1.1 Research Gap: 

A researcher wants to work on microfinance with women empowerment because different 

studies are not agreed on that microfinance services is empowering women and fail to achieve that 

objective because men controlled and used the women borrowed loan from microfinance 

institutions (Malik, Mustafa, Anwar, & Iqbal, 2020), and another study also highlighted that MFIs 

had failed in contribution towards empowerment and did not enable self-employed women. 

(Arunkumar, Anand, Anand, Rengarajan, & Shyam, 2016; Krishnamurthy, Joseph, Pradhan, & 

Rao, 2017). 

 

1.2 Research Problem. 

Women empowerment is immense problem in rural and urban areas of Sindh. Women 

empowerment means the liberty of women to make the economic, financial and social decision in 

their family or society, in developing countries is a major problem because men have dominancy 
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on women especially in rural and urban areas of Sindh and self-employment activities are also 

very low in rural and urban areas in Sindh. (Erhardt, 2017; Tunio, Soomro, & Bögenhold, 2017) 

 

1.3 Research objective. 

Numerous research studies have been conducted on microfinance self-employment and 

women empowerment separately but here researcher intends to identify that Microfinance services 

providers especially ’Telenor Microfinance Bank” (TMB) and “Sindh Rural Support 

Organization” (SRSO) are working in rural and urban areas of Sindh so is there any significant 

impact or not on women empowerment and self-employment. 

 

1.4 Research hypotheses 

H10: There is no significant link between microfinance and women empowerment. 

H1a: There is a significant link between microfinance and women empowerment. 

H20: There is no significant link between microfinance and Self-employment. 

H2a: There is a significant link between microfinance and Self-employment. 

1.5 Research Model 

 

Literature Review 

Numerous research literature is supportive that in our country there is the encouraging and 

central effect of microfinance taking place on women empowerment and self-employment 

(Sangwan & Nayak, 2019; Krishnamurthy, Joseph, Pradhan, & Rao, 2017; Khandker, Baqui 

Khalily, & Samad, 2015; Awan & Ibrahim, 2015; Yogendrarajah, 2010) these research literature 

were showed in the south region of Asia such as Sri Lanka, Bangladesh, Pakistan and India 

nevertheless few of research scholars disagreed (Kahn, Rahman, & Wright, 2016), “Bhatt and 

Schreiner in 1999 and Sanders in 2002” (Brau & Woller, 2004) on the similar discussion that there 

is no vital impact so, researcher want to identify that researcher’s country particularly urban and 

rural areas in Sindh there is a positive significant impact, no significant impact or negative 

significant effect of MFIs on self-employment and women empowerment. Furthermore, the detail 

of research works is prearranged below to know the idea of self-employment and women 

empowerment. 

Several studies show that there is a significant effect of Microloan on self-employment and women 

empowerment. Study narrated that Self-employment means entrepreneurship (Blanchflower D. G., 
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2000) including some of the factors such as revenues, expenses and income of the business, 

Starting investment, additional investment for expansions of a small firm to expend middle level, 

funds for agriculture and livestock activities ( Awan & Ibrahim, 2015) and other study highlighted 

that some factors of women empowerment that gives female liberty such as financial, economic, 

social, political, educational and business activities in rural and urban areas (Marconatto, Cruz, 

Moura, & Teixeira, 2017; Datta & Singh, 2019) 

2.1 Theory of financial liberalization 

The concept of Financial liberalization was discussed in detail in 1970 by, Shaw 1971, 

McKinnon 1973 and before them by Goldsmith 1969. The theory of financial liberalization 

suggests that an increase in the rate of interest leads to an increase in saving so, investors have 

money to invest. But on the contrary, Shaw says that liberalization of finance means money is 

available to the financial markets and they help the economic development, whereas Financial 

repression harmed the economy (Awojobi, 2014). Financial development commonly means 

improving the efficiency of Financial Institutional services in terms of quality and quantity. 

Whereas economic experts were trying to build a proposed association between economic growth 

and financial development (Choong & Chan, 2011). Moreover, there is a debate on casual relation 

and some researchers have said that financial liberalization leads to the development of economic 

growth and some economist are saying that economic growth leads to financial development, 

Robinson during 1952 said “where enterprise leads, finance follows” in detail of this demand of 

financial services created by economic growth so the financial services supply by financial 

institutions after demand,  whilst Lucas in 1988 said opposed economist concept and explain the 

role of financial indicators in the growth of the economy (ANDERSEN & TARP, 2003). Studies 

narrated that a simple complementarity occurs among physical capital & money. A model forecasts 

that a higher real interest rate strategy will rouse reserves/savings and investment and encourage 

the growth of the economy. Moreover, shows the supportive results that financial liberalization 

has a positive and significant impact on macroeconomic management (Ghosh & Karmakar , 2014). 

So the researcher intends to identify the impact of theory on this study and examine the relationship 

of microfinance with women empowerment and self-employment. 

 

2.2 Definition of Self-employment 

 Very modest classification of self-employment advised by a scholar in his research 

“The simplest kind of entrepreneurship is self-employment” (Blanchflower D. G., 2000) 

 

2.2.1 Microfinance relationship with Self-employment 

 Several studies highlighted that the impact of Microfinance on self-employment in 

different regions of developing countries especially in Pakistan microfinance was taken the 

initiative to support poor people by giving funds for the startup of small businesses (Iqbal, Iqbal, 

& Mushtaq, 2015). Microfinance services facilitate micro-entrepreneurs to manage their business 

by getting a loan from MFIs (Hulme & Mosley , 2008). MFIs also support the poor increase of 

livestock and agricultural production for business purposes in terms of trading. Moreover, 

microloans are provided to SEM and small businesses for managing their expenditure and 

expansion of business (Ghalib, 2007).  Another study narrated that the relationship between 

Microfinance and self-employment (entrepreneurship) and shows that there is a significant 

relationship between both variables, MF contributes to the economy through the service innovation 

process via entrepreneurship. Moreover, Study highlighted that two types of self-employment 1st 
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opportunity-driven self-employment (Ahmed & Khoso, 2020), and 2nd necessity-driven self-

employment and the finding of the results as there is an impact of MF has a significant impact on 

opportunity-driven self-employment but low impact on necessity-driven self-employment. 

(Lahimer, Dash, & Zaiter, 2013) 

Microfinance institutions were recognized to deliver expanded, affordable, and reliable financial 

facilities to active underprivileged individuals that would empower them to accept and progress 

long-standing, workable business activities to produce self-employment opportunities, raise their 

efficiency, and thus increase family income and living standard by their investment in different 

fields such as small business and few cases were there after getting loan they increase their income  

and then invested in share market also. Moreover, the study result highlighted that there is a 

significantly positive relation between microfinance and entrepreneurship. The accessibility 

loanable credits for small business make available significant backing in development of Self-

employment opportunities in their country ( Rasool, Shaikh, Ahmed, & Khuwaja, 2018; Khan & 

Ahmed, 2015), furthermore, the research discusses the outcome of the study that there is significant 

relationship in the long run as well of microfinance and self-employment, Therefore researcher 

recommended that MFIs increase their assets and reduce non-performing loans (Ayopo, Isola, 

Niyan, & Bosede, 2018) . 

2.3 Definition of women Empowerment 

Firstly, research explains the term Empowerment and women empowerment, 

Empowerment explained in 1972 by different studies as MFIs, NGOs, and Government gives 

clients, person, citizens a chance to rise his/her self-esteem and liberty in life (Hameed & Imtiaz, 

2018). Women Empowerment by researcher Malhotra (2002) explain 

“women’s empowerment has to occur in many ways like sociocultural, economic, legal-political 

and psychological” 

 

Numerous scholars define women empowerment from the diverse viewpoint in “1991 by Basu” 

said “autonomy of women” another researcher “Quisumbing (1999) & Pilerwitz (2000)” said 

“power given to women or power of women” and so on. (Hameed & Imtiaz, 2018) 

 

2.3.1 Microfinance relationship with Women Empowerment 

A study was conducted in Punjab, Pakistan narrated that women empowerment was 

identified process of preparing females to be financially self-governing, having optimistic esteem, 

self-reliant so women will defend any challengeable situation and contribute to several activities 

of development. Moreover, it is a procedure where females get extra control on different 

possessions but it is very low in under developing and developing countries, especially in our 

country. But the optimistic approach was taken by microfinance institutions to provide services to 

the nation for purpose of poverty reduction and Women empowerment from the past four decades. 

Moreover, the core aim of MFIs was to support females for small businesses via skill development 

or training programs and societal wealth development. MFIs were also giving other services than 

these as microcredit (Arif , Hameed, Hussin, Azeem, & Basheer, 2017). Another researcher 

highlighted that MFIs are giving funds and training of skill development to females for their small 

enterprises and promote women entrepreneurship in our country. These types of training and 

educational enhancement increase the achievement rate of women entrepreneurial activities due to 
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women empowerment in rural and urban areas of Punjab. (Ul-Hameed, Mohammad, & Shahar, 

2018) 

Research's study narrated that the requirements recital from Ladies as skilled and valued fiscal 

performers, not targets who are despicable to get a small/micro credits or require an expert's 

frugality to use their inadequate asset’s possessions. Furthermore, the research suggests those 

scheming advancements that permit women to acquire improved and adapt Small dispositive and 

microloans to exploit on larger loans and vital possessions. The difficulty of the low rate of ladies 

empowerment is nepotism in gender because it is the most central trouble in under emerging and 

emergent economies of the globe where men supremacy lies in every monetary and community 

resolution decision making. (Shaheen, Hussain, & Mujtaba, 2018; Herani, 2009) 

Another study was conducted in Kerala, India during 2016 to analyze the impact of MF on WE in 

relationships of change in micro saving, social, political, economic status, and income as well. 

Moreover, the finding of the study narrated that there is a significant impact of MF on WE, the 

majority of women clients were involving in different methods of income generation like livestock, 

agricultural production, small businesses, and beauty-saloon due to the support provided by MFIs 

as microloans. Moreover, the result showed that MFIs helped female borrowers acquiring a 

significant effect on change in the level of saving, and income after availing loans from MFIs, by 

Increasing their income and saving women take an active part to support their families and 

similarly empowers women to take up a vital role in their communities as well (Dash, Prasad, & 

Koshy, 2016). 

 

The methodology of the study 

Research design: according to the nature of the study it is casual to check the impact of MF 

on SE and WE in rural and urban areas of Sindh, Pakistan. The quantitative method has been used 

to measure and explain the result of the research. 

The population of the study: this study focuses on self-employment and women empowerment of 

the two microfinance institutions so the target population of this study is clients especially owners 

of the shop, small businesses, beauty-saloons, livestock, agriculture, of TBM and SRSO in Sindh 

only. 

Sampling: In this study, the researcher used the Stratified random sampling technique also used 

by other several scholars (Shaheen, Hussain, & Mujtaba, 2018; Tariq, Aleemi, & Iqbal, 2015; 

NAJMI, BASHIR, & ZIA, 2015; Chughtai, Zaheer, & Taj, 2015; Ahmed & Khoso, 2020) and 

selected 500 clients from each organization who are borrowers from rural and urban areas of nine 

districts that are Ghotki, Shikarpur, Nawabshah, Sukkur, Shahdadkot, Dadu, Naushahro Feroze, 

Larkana and Sanghar (Husain, Qureshi, & Hussain, 2019; Pakistan Bureau of Statistics , 2018) out 

of twenty-nine because in these districts both MFIs are serving equal representation of all nine 

districts and out of 1000 clients only 846 responses were selected in this study while the remaining 

were dropped due to improper response. 

 

Collection of Data and Analysis tool: This research study uses the collection of primary data by 

using the most important and vital tool i.e. the questionnaire as another researcher also uses 

(Shaheen, Hussain, & Mujtaba, 2018; Verma, Pal, & Kumar, 2020; Khan, et al., 2020). The 
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researcher uses MS worksheet 2010 and Smartpls 3 for data processing and testing of the 

measurement model and the structural model. 

 

3.1 Outcomes of Study with Measurement Model 

Researcher initiates the result’s analysis with the reliability of responses and data is shown 

in Table no.1, range of constructive reliability recommended by (Hair, Risher, Sarstedt, & Ringle, 

2019) is around 0.70 till 0.90 and all independent and dependent variables such as Microfinance, 

Self-employment, and Women Empowerment have 0.849, 0.875 and 0.860 respectively according 

to citation are acceptable values. Furthermore, the standard value Average Variance Extracted is 

higher than 0.50 and in this study MF, SE, WE AVE’s values are 0.624, 0.565, and 0.550 

respectively according to citation are acceptable values. So the accuracy and consistency of data 

are decent for additional processing and testing. 

 

 

Table no.1  Construct Reliability and Validity 

 
Cronbach's 

Alpha 
rho_A 

Composite 

Reliability 

Average Variance 

Extracted (AVE) 

MF 0.849 0.852 0.892 0.624 

SE 0.875 0.890 0.901 0.565 

WE 0.860 0.873 0.894 0.550 

Another important and recommended validity test for research is Discriminant validity. It 

has three criteria, 1st “Fornell & lacker” 2nd “cross-loading” and 3rd “hetero trait mono trait”. The 

values of  1st criterion are all non-diagonal values is less than all diagonal values and in table no. 

2 all values meet the criteria in the citation (Fornell & Larcker, 1981) 

Table no. 2   Discriminant Validity  Fornell-Larcker Criterion 

 MF SE WE 

MF 0.790   

SE 0.710 0.752  

WE 0.533 0.598 0.742 

Alternative criteria of discriminant validity are cross-loading, which explicated that the 

component loadings of indicators of assigned constructs have values larger than loadings of 

alternative constructs (Fornell & Larcker, 1981; Hair, Hult, Ringle, & Sarstedt, 2014) & in the 
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given cross-loading table no. 3 meets the conditions given in citations. So, the 2nd criterion of 

discriminant validity has also been met. 

Table no.3  Cross Loadings 

 MF SE WE 

M1 0.812 0.587 0.459 

M2 0.825 0.608 0.400 

M3 0.760 0.460 0.399 

M4 0.738 0.623 0.425 

M5 0.812 0.500 0.417 

SE1 0.524 0.817 0.469 

SE2 0.676 0.815 0.518 

SE3 0.428 0.737 0.361 

SE4 0.642 0.703 0.486 

SE5 0.575 0.807 0.469 

SE6 0.391 0.698 0.411 

SE7 0.338 0.671 0.379 

W1 0.443 0.590 0.814 

W2 0.414 0.496 0.849 

W3 0.418 0.373 0.737 

W4 0.410 0.305 0.690 

W5 0.252 0.441 0.555 

W6 0.428 0.441 0.801 

W7 0.361 0.477 0.706 

and 3rd criteria of discriminant validity is HTMT. The acceptable value of HTMT is less than 0.85 

(Sidek, Sami, & Hamid, 2017; Hair, Risher, Sarstedt, & Ringle, 2019) and here in this study all 

values in table no. 4 are not higher than 0.775 and are less than 0.85 so they meet the criteria given 

in citation. Hence there are no issues and they meet all three criteria of discriminant validity in the 

data of the study. 

Table no.4 Heterotrait-Monotrait Ratio (HTMT) 

 MF SE WE 

MF    

SE 0.775   

WE 0.625 0.706  

 In table no. 

5 the information related to R square and R square adjusted is illustrated, the range of R square is 

0 to 1 and above 0.25 is moderate (Hair, Risher, Sarstedt, & Ringle, 2019). In table no. 5 the R 

square of self-employment is 0.504 and the value of women empowerment is 0.284, the result in 

table no.5 shows that indicators of microfinance are explaining a 50.4 percent variance with 

indicators of self-employment. Whereas, for another variable indicators of microfinance are 

explaining a 28.4 percent variance with indicators of women empowerment. 

Table no. 5 R Square 
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 R Square R Square Adjusted 

SE 0.504 0.504 

WE 0.284 0.283 

 

Table no. 6 Construct Cross validated Redundancy Total 

 SSO SSE 
Q² (=1-

SSE/SSO) 

MF 4230.000 4230.000  

SE 5922.000 4381.701 0.260 

WE 5922.000 5016.450 0.153 

The above Table no.6 shows “Blindfolding Construct Cross Validated Redundancy” is 

used as predictor relevance of model on the bases of Q square criteria if the value if Q square 

greater than 0 so model has good predictive relevance (Hair, Risher, Sarstedt, & Ringle, 2019). 

The above table no. 6 mentions both variables have values higher than 0, the value of Self-

employment is 0.260 and the value of women empowerment is 0.153. Hence self-employment and 

women empowerment has significant predictive relevance of the PLS model. 

Scholar result analysis was based on a structural model with “bootstrapping path coefficients and 

Blindfolding Construct Cross Validated Redundancy” to prove the research hypothesis. In given 

Figure no. 1 shows factor loading of all indicators and the standard value of the indicator is above 

0.65 by ( Hair, Hult, Ringle, & Sarstedt, 2014), moreover, if any indicator    has a value less than 

0.6 and not impacting on overall validity and reliability of the data of study then there is a need to 

remove that indicator from the model (Hair, Risher, Sarstedt, & Ringle, 2019). In this study one 

indicator; W5 has loading 0.559 but not affecting the overall research results so scholars did not 

eliminate it. 
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As mentioned above in table no. 7 “bootstrapping path coefficients” have shown values of 

P values, T statistics, standard deviation, the sample mean, and the original sample from the right 

side to left. The significant standard acceptable values of T statistics are larger than 2 and P-value 

must be less than 0.05 (Hair, Risher, Sarstedt, & Ringle, 2019). In this above table no.7 values 

show that Microfinance has a significant relationship with self-employment because P-value is 

0.000 not higher than 0.05 and T value 20.670 is greater than 2 and Microfinance has a significant 

relationship with Women empowerment because P-value is 0.000 not higher than 0.05 and T value 

10.240 is greater than 2. Hence both alternative hypotheses are accepted and the Null hypothesis 

is rejected so there is a significant relationship between MF with SE and WE. Other citations 

support these results revealed in this study (Khanam, Mohiuddin, Hoque, & Webe, 2018; Awan & 

Ibrahim, 2015; Malik, Mustafa, Anwar, & Iqbal, 2020). 

Conclusion 

Getting a microfinance loan had played a vital role in completing several of the Women 

Private enterprise aims, which have great importance in Sindh. MFIs strategy has to take gender 

equivalence to encourage Female small enterprises and make conditions for financial 

empowerment of female clients. The contemporary study examined the role of microfinance 

towards internal and financial empowerment of women in rural and urban areas of Sindh after 

consumption of microloan loans. 

Researcher Conclude that this research study highlighted the significant relationship of 

independent variable microfinance with dependent variables women empowerment and self-

employment, it means there is an impact of microfinance on women empowerment in rural and 

urban areas of nine districts of Sindh, clients of TMB and SRSO increase their income, saving, 

health facilities, and schooling of children after availing the microloan, moreover, females clients 

have increased their capability to take an active part in decision making, and in financial and social 

as well in their family matters. Women are also empowered through managing their small 

businesses, handicraft activities, beauty salons, etc. 

Another variable of the study is self-employment which has also been impacted by microfinance, 

the clients of MFIs have said that a higher interest rate does not impact their income but it increases 

their saving for future investment. Hence the theory of financial liberalization builds the 

relationship that a higher interest rate leads to investment and MFIs used financial liberalization 

Table no. 7  Path Coefficients 

Mean, STDEV, T-Values, P-Values 

 
Original 

Sample (O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|) 

P 

Values 

MF -> SE 0.710 0.711 0.034 20.670 0.000 

MF -> WE 0.533 0.536 0.052 10.240 0.000 
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theory to expand their services in rural and urban areas of Sindh and result of this study shows 

similarity with citation (Jalil & Ma, 2008), Moreover clients said that financial service supply to 

them as loanable funds has significant impact to increase their business income, expansion of 

business, support to payment of business expenses, enhance their productions capacity and start a 

new micro-business. Moreover, micro-enterprise will be changed into SME possibly in the future 

after getting microloans, supportive training, and awareness session 

. 
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