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There is no clear link 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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Indtroduction 

 

The paper examines microfinance and its effect on 

women's empowerment and retention rate. According 

to United Nations Secretary-General António 

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 Sheet on Men and Women 

(Decision-Making and Ownership) 

 
Source: Philippine Statistics Authority 
Table 2: 2020 Fact Sheet on Men and Women 

(Indicators) 

 
Source: Philippine Statistics Authority 

  
Frameworks 

 

One of the essential literature on women's 
empowerment and microfinance is by Tariq 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.  

 

 
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 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. 
 

 
Case C has the most significant number of 
delinquencies among the three MFIs: 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.  

 
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 5.98271, 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 MFIs. 

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 variation 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 on13 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 

delinquency 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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