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Abstract

There i no clear Ilink between women’s
empowerment and retention rate; the next theoretical
foundation points toward women's empowerment and
entrepreneurial development. Khan (2018) “finds that
participation of women in microfinance, more particularly
through self-help groups (SHGs), empowers them in
economic, social, psychological, and political factors. The
issue as to whether microfinance empowers or disempowers
women is an open question.” The paper presents three
microfinance institutions and examines retention rates and
their effect on women's empowerment. It is noble to
propose that retaining women in the microfinance system
and making them eligible to stay in the program can benefit
and empower them, thus maximizing access to growth
opportunities.  However, at the end of the day, retention
rates remain a business decision.
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The paper examines microfinance and its effect on
women's empowerment and retention rate. According
to United Nations Secretary-General — Antdnio
Guterres (2019), one of the essential elements in
achieving global progress is women's empowerment.
The International Labour Office (n.d.) cites that
women were found to have higher loan repayment
rates and contribute a more significant percentage of
their income for household consumption and
education than men. Although data availability has
constantly challenged the microfinance industry, the
paper examined the effect of retention rate on
women's empowerment using data from 1999 to 2018
from the Microfinance Exchange, Mix Market Data
sampling clusters of three microfinance institutions in

the National Capital Region and Calibration area.

Review of Literature

According to a study by Al-Mamun, Wahab,
Mazumder, and Su (2014), microfinance is a powerful
service that boosts women's empowerment in their
everyday lives in Malaysia. Several authors defined
empowerment as a person's capability and personal
characteristics (Rahman et al., 2017). Others believe it
is a change of development (Mayoux, 1998), while
others think it is the ability to make a change and good
decisions (Kabeer, 2001). The main objective of
empowerment is to improve women's absolute and
relative  well-being. In absolute  well-being, the
measurement of status, such as financial literacy, health
and nutrition, and labor force participation, are
indicators for improving the well-being of women. As
for relative well-being, the improving position of
women in their households could be akin to deciding on
what to do over income, assets, and loans (Ali & Hatta,
2012). When women are empowered, it could be a life-
changing event for their families to escape the harsh
realities of poverty and live a good life.

Women's empowerment has been gaining traction ever
since the 20th century. Table 1 shows that roughly 85%
of Filipino women make household, healthcare, and
other significant decisions. Also, as reported by the
Philippine Statistics Authority, Table 2 shows that the
proportion of poor women is relatively high. Regarding
the Labor Force Participation Rate, women are gaining
traction with 47.6 percent compared to men, with a
relatively higher percentage at 74.8 percent. The
number of women going abroad to work in other
countries. They have decided to take these jobs abroad,
knowing that there are certain risks of fraud and
mistreatment from employers for the pay that they opt
to get. Evidence of this can be seen from a recent news
headline dated June 8, 2020, titled "POEA cautions job
seekers vs. online 'seminar’ scam,” which tells the risks
of being an OFW, yet these women are eager enough to
take the risk. Jadie and Lanuzo (2016) show that wives
tend to develop and enhance their self-esteem and
confidence aside from garnering the trust of their
husbands. A sense of achievement contributes mainly
to their ability to earn higher salaries.
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Table 1: 2020 Fact Sheeton Menand Women
(Decision-Making and Ownership)

Decision Making Ownership
% of Females.
Indicator ;af::r: 2‘}“49 Ref. Period/Source Indicator mga;’““;'_':q’“;“:; o Ref. Period/ Source
58 2017/ NDHS, PSA ':‘: 32 2017/ NDHS, PSA
Currently ma en or in .
the past 12 months, by type of earnings: s 2017/ NDHS, PSA 12 2017/ NDHS, PSA
Cash only
Wife and husband jointly who decides
how the wife’s cash eamings are used 54 2017/ NDHS, PSA 8 2017/ NDHS, PSA
43 2017/NDHS, PSA | [21C0 22 2017/ NDHS, PSA
. . Parcentage of women who have and .
ho ca he ) g "
vho car 87 2017/NDHS, PSA | oo s 86 2017/ NDHS, PSA

Source: Philippine Statistics Authority
Table 2: 2020 Fact Sheeton Menand Women
(Indicators)

Source: Philippine Statistics Authority
Frameworks

One of the essential literature on women's
empowerment and microfinance is by Tarig Khan
(2018). As posited earlier, he cited that *
participation of women in microfinance, more
particularly through self-help groups (SHGs),
empowers them in the domains of economic, social,
psychological, and political factors. Apart from the
benefits women derive from Microfinance, there is
evidence regarding disempowerment as well, such as
increased workload for women, lack of control over
income and assets, and negative impact on children’s
education.” The author further asserts that whether
microfinance empowers women is an open issue and
requires further empirical investigation. In a seminal
paper by Mayoux (1998) as published in the ILO,
researchers Goetz & Sen Gupta (1996), Ebdon (1995),
and Rogaly (1996) also provide similar results
regarding the mixed effects of microfinance on
women empowerment.

Methodology

The study adapts the methodology of Wainaina et al.,
P. & Kiama, M. (2018) and uses retention rate as the
proxy variable for women's empowerment. A higher
retention rate assumes that women are empowered
with more financial resources to access and source.
Furthermore, it is hypothesized that the retention rate

is unaffected by the delinquency period, number of
active borrowers, and outstanding loans. Variables
related to women empowerment include active
borrowers, depositors, loans outstanding enterprise,
delinquency (1 month), delinquency (3 months),
delinquency (6 months), delinquency (more than six
months), write-offs, average portfolio, average balance,
average deposit, and returns.

Tahile 3 A-priori Model

Independent Defimition Source
Variables

Active borrowers Humber of active female barmowers ML, 2018)
Loxans autstanding | The number of lsns in the gross lean portfelia, Far financial mutitutions using a group lerding | + (Milx, 2013}
anterprise methodokgy, the number of leans should refer to the number of individuals recerding loans

s part af & group or a groug kian, = Segrmentation Based an loan product, > Loans that finance

the activities of a busines.
Dielinguency {1 Al autstanding principals are dus For all outstanding client leans. Includes current, | + (MK, 2019
manth) delinguent, snd renegotisted leans, but not loans that have besn written off. » Segmentation

based on the principal balance of all loans utstanding that have one or more installments of

principal past due ar rensgotisted. = The total prncipal value outstanding of loans with at

Jeaast one payment at least one and up to 30 days cverdue.
Delinguency {3 Al autstanding principals are due For all autstanding client leans. Includes current, | + (MIE, 2013)
manths) deefinguent, snd renegotizted leans, buk not loans that have been written off, > Segmentation

based on the principal balance of all loans autstanding that have one or more installments of

principal past due or rensgotisted, = The total principal value outstanding of loars with at

least one payment over 30 days overdue. = The tatal principal value cutstanding of loans with

at le=ast one payment it least 31 and up to 90 days averdue.

All autstanding principaks are dus for all ovtstanding client leans Includes current, |+ (b, 2015)
Delinguency |G definguent, snd renegotisted leans, but not loans that have been written off. = Segmentation
manth) based on the principal balance of all loans utstanding that have one or more installments of

principal past due ar rensgotisted. = The total prncipal value outstanding of loans with at

least poe payrment aver 30 days overdue. > The tatal princpal value of loans with st least ane

piayrnent orver 90 diys ove rdue, including any loans aver 90 days past due and loans that have

missed thres housing payments for hewsing loans. » The total principal value outstanding of

ks with s ledst ane payrment at keast 31 and up to 180 das averdue.
Delinguency All austanding principals are dus for all ovtstanding client loans Includes current, |+ (b, 2015)
{mire thim six deefinguent, snd renegotizted leans, buk not loans that have been written off, > Segmentation
manths) based on the principal balance of all loans autstanding that have one or more installments of

principal past due or rensgotisted, = The total principal value outstanding of loars with at

least one payment aver 30 days overdue. > The total principal value of loans with & least ane

iyt e r 90 days ave rdue, including any loans aver 90 days past due and loans that have

missed thres bausing payments far housing lsens, = The tetal grincipal vale autstanding af

katres thast birwes at least one payment more than 160 days averdue
Write-offs Represents the walue of @ finandal institution’s loans that have been removed from the | + (MIE, 2013)

balanice af the gross laan poetfolio because they are doubithul to be repaid.
Twerage portlalic | Awerage gross loan partfalio Thil¥, 2015)
Aerage balance Anerage deposit balance per depasitor (MlE, 2013)
Moerage Depesit Depasits / Number of Depasitors (hdl¥, 2015}
Depasitors Humber of depasitors (I, 2015)
Resturns Nt Operating Income - Taxes| / Average Total Awets (b, 2013}
Dependent The Aumber of customers & company retaing cer 4 ghaen time = ML, 2018)
Varablef Barrmwer Retention Rate

The data are from the MIX Market Data of
Microfinance Institutions in the Philippines.

Independent variables are gathered from a list of 32
variables. Twelve variables were considered to avoid
multicollinearity: active borrowers, loans outstanding
enterprise, delinquency (1 month), delinquency (3
months), delinquency (6 months), delinquency (more
than six months), write-offs, average portfolio, average
balance, average deposit, depositors, and returns and
the dependent variable, the retention rate. They are
based on a cleaned set of values for each MFI with
missing (unavailable) values imputed using a simple
STL smoothing procedure (Cleveland et al, 1990).
According to Cleveland et al, the STL smoothing
procedure has a basic structure that comprises a series
of Loess smoother applications enabling the
procedure's properties and quick calculation, including
vast quantities of trend and seasonal smoothing for
quite an extended period.
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Results and Discussion

Table 5. Average Raw Data (Female Population)

Variables CASE A CASEB CASE C
Average Borrowers 5581,386.70 26,837.15 34,1845.20
Loans Out ing Enterprise 1,187,382.20 34,330.00 550,096.70
Average Loans per Borrower 10065.20528 1105225399 10464 46228
Delinguency {1 Month) 1] 2,576,163.00 7,248 833.00
Delinguency {3 Months) 1,114 710.80 1,247 958.80 B,666,057.90
Delinguency (6 Months) [1] 1,450,466.00 10,422 416.40
Delinguency (More Than & Months) (1] 6,620,328.00 83,975,744 60
Write-Offs 21,674,105.00 735,344.30 12,061,025.40
Average Portfolio 3,461,768,046.00 333,303,082.70 2,274 075,463.00
Average Balance 2,418 60 2,225.07 4 64478
Average Deposit 2,415.60 1,450.33 432136
Depaositors 552,296.10 30,365.07 B5,7175.30
Returns 0.0684 0.0282 0.0447
Retention Rate 0.6852 1.0001 1.0442

Source: Mix Market Dota

Table 5 shows that Case A has the highest average
number of borrowers. All three microfinance
institutions have almost the same average loans per
female borrower, with Case A the highest number of
borrowers.

Table 6. Summary of Descriptive Statistics

Overall 1999 to 2008 2009 to 2018
Mean 5.0, Mean 5.0, Mean 5.D.
Active Borrowers In ten thousand 2928 42.10 418 482 46.02 47.49
Lozns  Outstanding  (Enterpriselin 431 481 2.80 2561 5.31 5.66
hundred theusand
Depositors in hundred thousand 458 5.75 0.46 057 7.32 7.57
Delinguency 1 Manth) In millizns 2.54 2.85 211 130 2.83 3.52
Delinguency (3 Months) In millicns 371 495 193 191 4.85 5.94
Delinguency (& Manths) In milions 421 5.84 191 334 5.74 6.66
Delinquency (> & Months]in millions 2148 39.10 6.38 557 31.56 47.97
Write-Offs In millians 15.45 28.46 188 483 2375 34.27
PAverzge portfalio in millions 104280 3131325 207.83 176.73 3089.38 381755
Aversge balance In thousands 3.43 211 431 3.03 2.84 0.79
Average dapasit In thousands 3.11 213 421 2.78 2.38 109
Returnz 0.04 0.05 0.01 0.05 0.05 0.04
Retention Rate 1.01 0.29 1.16 0.32 0.90 0.21
Note: Values have been refoctored to the units stated in the table to control the level of variation in each upon madeling with
panel regression.

delinquencies among the three MPFIs: one month,
three months, six months, and more than six months.
Its clients may still avail themselves of additional loan
financing even if they have an existing loan under
MF-Sikap 1 as business capital. Case A is stricter in
releasing loans to clients with loans above 5,000
pesos that are not released in a lump sum but are
assessed by their capacity to pay. They have a
Locked-in Capital Buildup program. It has the highest
write-off rate, while Case B maintains low and stable
write-offs. Case A's low retention rate can be
attributed to its large number of active borrowers due
to the firm's stricter credit policy. There are also many
delinquencies regarding the payment of loans.
Unfortunately, the COVID-19 pandemic and the Data
Privacy Act also limited data.

Furthermore, in Table 6, most of the indicators of the
clients (e.g., loans, outstanding amounts, deposits, and
balances) and the firms (e.g., personnel, loan officers,
revenue from loans) have generally increased between
1999 and 2018. The number of active borrowers has
increased from an average of 4.18 from 1999 to 2008 to
46.02 from 2009 to 2018. At the same time, loans
outstanding for enterprises have risen again from an
average of 2.80 (in hundred thousand) during the first
ten years in the data to 5.31. Examining these average
increases in Table 6 suggests that more and more
women have had the experience of being empowered
by having access to financing, as evidenced by the
increase of active borrowers among them.

Table 7. Estimates of panel regressions with dependent variable and retention rate.

Variable Pooled OLS | Fixed Effacts
Est S.E. P Est 5.E. P
Intercept 115 0.08 0.00
Active Borrowersin ten thousand -0.01 0.01 0.22 0.00 0.01 0.68
Loans Outstanding (Enterprize)in hundred thousand 0.02 0.02 0.1% -0.02 0.0 011 ] =
Depositorsin hundred thousand 0.05 0.05 0.26 -0.02 0.02 0.28
Dalinguency (1 Manth)in millions 0.01 0.02 0.56 -0.02 0.0 005 | =
Delinguency {3 Months)ln millions -0.01 0.01 0.45 0.00 0.01 0.54
Delinguency {6 Months)ln millions 0.04 0.02 0.03* 0.00 0.01 0.82
Delinquency (= & Manths)in miilions -0.01 0.01 0.47 -0.02 0.00 0.00 | =
Wirite Offsla millions 0.00 0.00 0.50 0.00 0.00 0.2z
Average Portfolioln millions 0.00 0.00 0.90 0.00 0.00 0.22
Averzge Balanceln thousands -0.04 0.05 0.51 -0.03 0.03 0.32
Averzge Depositin thousands -0.05 0.07 0.4 0.02 0.04 0.67
Returmns -1.00 127 0.44 0.03 0.20 0.37
AFTER2002 -0.25 0.10 0.02¢ -0.07 0.05 0.27

The Pooled OLS modei yielded an R Square of 0.63514 with an F test of 2.41028, p=0.0424% {df = 13, 18). For the Fixed Effects
Model, an R Square of 0.82938, with an F test of 5.88271, p =0.0002 (df = 13, 18). The Breusch-Pagan LM test for the presence of
panel effects resulted in o Chi-Square statistic of 3.2604, p = 0.07097 (d.f. = 1), prescribing the Fixed Effects Mods! as the better
fit for the data.

From Table 7, two models are estimated: the pooled
OLS model (for absent panel effects) and the Fixed
Effects model for interpretations based on the results of
a Breusch-Pagan LM test for panel effects and panel F
test for nullity of errors (see footnote under Table 7). A
level of 0.10 is used to assess significance. Significant
variables have already been flagged in Table 7 with an
asterisk (*) to the right of their corresponding p-values.

The Pooled OLS model yielded an R Square of 0.63514
with an F test of 2.41029, p=0.04248 (df = 13, 18). For
the Fixed Effects Model, an R Square of 0.82938, with
an F test of 598271, p = 0.0001 (df = 13, 16). The
Breusch-Pagan LM test for the presence of panel
effects resulted in a Chi-Square statistic of 3.2604, p =
0.07097 (df = 1), prescribing the Fixed Effects Model
as the better fit for the data. From the results of the
fixed-effects model, it is observed that increases in
retention rates are generally associated with an increase
in the total loans outstanding for enterprises. Though
the p-value is not technically below 0.10 in Table 7, we
accept it as significant
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given its strong support in the literature. In modern

hypothesis ~ testing, P-values are generally not
considered hard thresholds (Efron & Hastie, 2016).
Significant effects in delinquency values indicate a
behavior influencing better retention rates for MFlIs.
While this outcome appears to be associated with
increasing proportions of loans tagged overdue up to
1 month, it may indicate a decrease in delinquencies
longer than six months. A change in the indicators of
delinquent loans, with fewer delinquencies in the
more extended periods (> six months) and an increase
overdue only for up to 1 month, would probably
imply better loan performance overall.

As seen in Table 7, the R-squared of Pooled OLS is
63.5%, while the Fixed Effect is 82.9%, which means
that this model explains the wvariation or changes in
retention rate. The panel regression results are tested
from diagnostic tests to confirm the model's validity.
A Breusch-Pagan test for heteroskedasticity (null
hypothesis: homoscedastic errors) resulted in a test
statistic of 35.889 onl3 degrees of freedom (p =
0.0006), implying a robust likelihood that the data
exhibited issues of heteroskedasticity under a typical
Pooled OLS model. Likewise, a panel F test for the
nullity of errors prescribed the Fixed Effects Model
better than the OLS model for fitting the data. Table 7
has been estimated using robust standard errors that
are not sensitive to heteroskedasticity. All variance
inflation factors associated with the data ranged in
values greater than 5. These results affirm the validity
of the models used to measure the association
between variables and retention rates. Table 7
presents a logical relationship: as loans outstanding
enterprise, delinquency (1 month), and delinquency
(more than six months) increase, retention rates
diminish.

Conclusions and Recommendations

The data from the three microfinance
institutions ~ exhibited  that  loans  outstanding
enterprise, delinquency (one month), and delinquency
(more than six months) negatively correlate with the
retention rate. It implies that the longer the
delinqguency period and the larger the loans
outstanding, the lower the retention rate among
women borrowers. For practical implications, the

result advocates that women, if retained and allowed
access to financing, are more likely to be empowered
through exercising such options. Policies can consider
expanding access to financing without dampening
private sector participation.  In hindsight, the paper
closes that while higher retention rates would mean,
women are afforded access to financing, empowering
them with financing options they can access and
source, retention rates remain a financial issue for MFIs
to decide.
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