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Blurb: Microfinance is recognized as a revolutionary tool to address economic development and to
promote women’s empowerment. But in a country with strongly held patriarchal gender norms, does
this claim truly hold?

Over the last twenty years, microfinance has been recognized as a revolutionary financial tool to
address economic growth in underdeveloped nations, promoting women’s empowerment and
economic independence. However, a closer look may reveal a different picture: the effectiveness of
microfinance programs may be hindered by deep-rooted patriarchal norms. Can microfinance
policies empower women and thus act as an incentive to change patriarchal social norms, or do
these cultural issues have to be tackled to allow such tools to be effective?

Let’s start with definitions. Microfinance offers small loans to poor clients who are typically excluded
from traditional banking services, typically without the need for collateral or a steady income. When
talking about women’s empowerment, we first have economic empowerment, which is when women
are involved in income-generating activities and have access to and full control over their loans, as
well as control over household income and spending. Empowerment can also be defined as
socio-cultural, which is when women have authority over decision-making.

For this article, let’s look at Bangladesh, where microfinance first started. South Asian communities
are deeply patriarchal and are rooted in a system of dependency in which the women are highly

reliant on their husbands economically due to their inferior status. This leads to various issues.

The first issue is due to the ownership and control of women’s loans. Numerous studies have found
male involvement in loans that are meant for women. For example, a recent study conducted in
Dumuria, a sub-district of Bangladesh, found that 60% of women reported that their loans were
managed by their husbands, while only 15% felt they could decide on their business initiatives by
themselves. Another study found that 66% out of almost 5,000 Bangladeshi women say that their
husbands or other family members use their loan money instead of allowing women to remain
autonomous. Such statistics raise concerns about the true impact of microfinance on women'’s
autonomy. Cultural expectations about women'’s responsibilities in financial management result in
female borrowers transferring control of their loans to male relatives, implying that greater control of

financial resources would only be achievable if the underlying structure of gender norms in
Bangladesh was changed.

Thus, patriarchal gender norms are also a problem when it comes to the sectors women choose to
invest in. A study on Bangladeshi microfinance recipients found that around half of female
microfinance recipients decide to invest in domestic activities such as farming or manual
craftsmanship, as opposed to jobs done outside the home. Female borrowers often choose to work
and invest in businesses characterized by low risk and low returns. This decision is shaped by how
well the projects fit into women’s daily lives, as women’s domestic and family responsibilities make it

hard for them to work outside their homes.
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The question remains: can for-profit businesses genuinely contribute to social goals without
compromising their financial performance? As more microfinance institutions (MFls) prioritize loan

recovery over social impact, the potential for women’s empowerment through microfinance
continues to diminish. MFIs have long been accused of unfair lending practices and forceful methods

of collecting debt, which could further block women’s empowerment and leave them worse off than
before. Thus, a controversial increase in commercialization of microfinance, in which many MFIs

prioritize loan recovery over social goals, has been leading to a tradeoff between meeting both social
and financial objectives. This highlights the counterintuitive role of these loans, raising the question
of whether it is justified for commercial companies to take part in crucial humanitarian actions.

If participation in microfinance programs alone does not challenge the patriarchal social norms
which Bangladeshi women have to follow, then what does? Financial literacy is the knowledge that
allows someone to make smart financial decisions. It teaches women key financial terms related to
microfinance, lending, and starting a business, thus enhancing their skills and confidence. Courses in
financial literacy help women manage their money effectively; identify high-income job sectors;

pursue high-income activities independently, particularly in male-dominated sectors; and show
women how to save and invest to build various income sources.

Financial literacy plays a crucial role in the relationship between microfinance and women'’s
empowerment, accounting for 94% of the connection. Thus, it has been shown that financial literacy
has a direct effect on women’s empowerment, which in turn affects their positive development as
entrepreneurs. This boosts their chances of succeeding in higher-risk businesses, enabling them to
make independent business decisions without relying on their husbands. Women who engage in
businesses that generate greater income, regardless of greater risk, are more likely to repay their

loans in the long term. This empowerment not only increases women's credibility as successful
business owners, especially in rural Bangladeshi communities but also contributes to changing
misconceptions about gender roles in society.

Naturally, financial literacy should not be implemented in isolation, as this also requires changing
everyday gender norms and practices, aiming to achieve a new dynamic of gender socialization.
Having these initiatives targeted at women is especially important, considering the great difference
in education levels of women and men in Bangladesh. By focusing on the needs of the client and
including gender-sensitive practices, MFls can improve the long-term success of their initiatives. Time
and time again, this example highlights the importance of education, showcasing that handing out
resources without the respective education can be a waste.
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