£

ATLANTIS

PRESS Advances in Social Science, Education and Humanities Research, volume 191

Asian Association for Public Administration Annual Conference (AAPA 2018)

Financial Literacy in Women Empowerment

Fina Dian Arini
Department of Public Policy and Management, Faculty of Social and Political Sciences,
Universitas Gadjah Mada
fd_arini@yahoo.com

Abstract. This study aims to examine financial literacy in women empowerment as
awareness of this issue initially emerged due to the global economic crisis which occurred
between 2007 and 2010. One of the causes of the financial crisis, in addition to overlapping
policies and greed, was the prevalence of financial illiteracy that had ultimately led some to
wrong decision making in financial matters. The impact of making wrong decisions will
affect the future state (situation) of national economy. Through financial literacy, individuals
included within the poorest category in economic terms, are expected to be given proper
guidance and financial information so that they become empowered, meaning that they will
use the guidance and information they have to improve their financial situation. Financial
literacy can be a tool for achieving social justice through empowerment, which subsequently
relates to women empowerment. The empowerment of women has been conducted
expansively across the globe, and one of the attempts is through microfinance. This study
uses literature study as its methodology and it concludes that financial literacy can also be
considered as a reference to participate in supporting the success of empowering women
through microfinance activities.
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Introduction

The aim of this study is to examine financial literacy in the women
empowerment. The global economic crisis that occurred between 2007 and 2010 had raised
awareness of the importance of financial literacy. One of the causes of the financial crisis at
the time, in addition to overlapping policies and greed, was financial illiteracy that had
ultimately steered some to wrong decision making in financial matters (Wolfe-hayes, 2010:
105). The impact of the wrong decision will, thus, have an effect on the future state
(situation) of national economy (Oanea & Dornean, 2012: 113).

The term financial literacy has been largely known in the study of
economics, especially in relation to the consumers’ ability in selecting products they want to
purchase (Kozup & Hogarth, 2008). Financial literacy can be considered merely as a series of
literacy information and that it refers to an individual's ability to effectively assess and decide
matters relating to the use and management of money (Wolfe-hayes, 2010: 106). This is
financial literacy viewed from a narrow perspective as the ability of each individual as a
person in relation to his own finances.

Financial literacy is considered to be a wider range of economic literacy as stated by
Retzmann and Seeber in Aprea, Wuttke, & Greimel-fuhrmann (2016: 5-6), from this
perspective, financial literacy involves several competencies (adopted from the current
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competency debate on education): 1) individual decision making and rationality; 2)
relationships and interactions with others; 3) order and overall system.

The first competence is only related to financial literacy in the narrow sense that it
merely concerns the ability of individuals. The second competency has a wider scope in
which the ability of financial literacy also extends to the ability to interact and connect with
other individuals. Meanwhile, the third and final competency has a broader extent that
includes the whole system and regularity which means combining the two previous
competencies.

Moreover, financial literacy can also be viewed through a psychological perspective,
which involves cognitive and metacognitive aspects, as stated by Antonietti, Borsetto and
lanello in Aprea et al. (2016: 63-64). These cognitive and metacognitive aspects arise when
an individual has to make a financial decision that requires the individual to think. When
conducting such thinking activities, the individual involves the cognitive and metacognitive
aspects. This is also related to financial education as an effort to improve financial literacy.
Subsequently, the term financial literacy is also defined as financial capability by Sherraden
and Ansong in Aprea et al. (2016: 84). Understanding financial literacy as financial capability
is to have a broader perception as it refers to a set of individual characteristics that include
knowledge, abilities, attitudes, habits, motivations, and confidence that shape financial
behavior (Atkinson, McKay, Collard, & Kempson, 2007: 34).

Financial literacy can be obtained through financial education, which is defined as
follows:

"Financial education is the process by which the financial consumers / investors

improve their understanding of financial products and concepts and, through

information, instruction and / or objective advice, develop the skills and confidence to
become more aware of financial risks and opportunities, to make informed choices, to
know where to go for help, and to take effective actions to improve their financial

well-being." (OECD, 2005: 26)

Financial education can be seen as a process wherein consumers or investors try to
improve their comprehension about financial products and concepts, as well as enhance their
ability and confidence, through the use of information, instructions or suggestions, to be more
perceptive of financial opportunities and risks, to make choices based on reliable information,
to know where to seek assistance, and to take action effectively in order to improve their
financial welfare. Financial education can help low income individuals to do
their best (OECD, 2005: 13). By having adequate financial knowledge, individuals with low
income are able to avoid high cost financial transactions and avert themselves from being
immersed in deeper financial misery which consequently leads to even worse financial
conditions.

Concerning financial education, there is a correlation with the paradigm shift in
observing the economic situation of poverty and debt (Aprea et al., 2016: 98), which is in
accordance  with  the  definition of  financial literacyas  described in
Organization for Economic Co-operation and Development / OECD (2014: 33) as follows:

"Financial literacy is knowledge and understanding of financial concepts and risks, and
skills, motivation and confidence to apply such knowledge and understanding in order
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to make effective decisions across a range of financial contexts, to improve the
financial well-being of individuals and society, and to enable participation in economic
life."

Through financial literacy, individuals who are within the poorest category in
economic terms, are expected to be given proper guidance and financial information so that
they become empowered, meaning that the guidance and information they acquire will be
used to improve their financial situation (OECD, 2005b). In line with the above, financial
literacy can be a tool for achieving social justice (Henchoz in Aprea et al., 2016: 109) through
empowerment.

Empowerment itself has long been been considered as a subject of analysis in
development studies and one of them relates to the empowerment of women. Women
empowerment is an attempt to create an enabling environment in which they can make their
own decisions for their own personal betterment and the progress of society in general
(Srivastava, 2014). Women here are considered to be part of a society that has the ability to
participate in development efforts. This is also in accordance with the development of the
women empowerment concept that has been observed through the three dimensional women
empowerment model in  which women's empowerment may occur in three different
dimensions, namely: micro-level , meso-level, and macro-level (Huis, Hansen, Otten,
Lensink, & Adams, 2017: 5). At the micro level, personal empowerment can be observed
because it refers to the beliefs and personal actions of an individual. Next is the meso-level
which refers to beliefs and actions associated with others, at this level relational
empowerment can be observed. Then, the macro level, which relates to the results
that have wider social context wherein at this level empowerment could be socially observed.

In a number of developing countries, women's empowerment is still at the micro- and
meso-levels, namely personal and relational empowerments. Countries at that level are
observed to have a strong patriarchal system. In Indonesia, the empowerment of women can
be said to be at the macro-level, because some of the women's empowerment activities found
are no longer restricted to cultivating the ability to act personally and relationally. Despite
having attained the macro-level, the ability to participate in activities related to the
widespread progress of society has yet to be accompanied by awareness of the ability
possessed.

The concept of women's empowerment, when associated with economic activity,
contributes to consistent development (Chaturvedi, Singh, & Rai, 2016: 12), because women
are an asset to a country. The Beijing Conference (1995) has directed the importance of
women's involvement in development, demonstrated through the outcomes of the
conference with the following objectives: 1) equally sharing power; 2) gaining complete
access to development; 3) coping with poverty; 4) encouraging peace and protecting women's
rights; 5) inspiring new generation women to cooperate in upholding equality and
justice (Anal, 2013: 147). Involving women in development activities is also one of the
efforts undertaken to fulfill one of the Sustainable Development Goals (SDGs), which is to
achieve gender equality and empower all women and girls (UN, 2016). Now, with existing
gender equality, the subsequent effort is to empower women to become involved in poverty
reduction and development activities.

638



£

ATLANTIS

PRESS Advances in Social Science, Education and Humanities Research, volume 191

Many efforts have been carried out by several developing countries to empower
women, one of them is by means of microfinance, whether it is facilitated by NGOs or the
government. Empowering women through microfinance, which is also one of the efforts in
reducing poverty, has been conducted in countries such as India (Lakshmi, Jampala, Kishore,
& Dokku, 2013), (Mukherjee, 2015), Bangladesh (Dalal, Dahlstrom, & Timpka, 2013),
Pakistan (Mahmood, Hussain, & Z. Matlay, 2014), Accra, Ghana (Korankye & Abada, 2017),
Egypt (Drolet, 2010). The research results obtained in India, particularly in the Nilgiri region,
indicate that poverty reduction by implementing microfinance is influenced by several
factors such as age, marital status, education, employment, family type, timeframe for
members of savings and loan groups, weekly contribution to groups, the amount of the loan
received, the return schedule, the adequacy of capital, the timely receipt of the loan, the
period of running the business, and monthly income of the business (Jeyarathnam M and
Kamalaveni, 2013:43-44). Moreover, results and impact on women empowerment through
microfinance depended on the cultural, social, economic and political circumstances of a
region or country (Mayoux, 2005), as observed to have happened in India (Sengupta,
2013), (Kumar, 2013), (Maity & Sarania, 2017), Guatemala (Beck,
2017), and Bangladesh (Nawaz, 2015). In addition to some of the issues mentioned earlier
regarding factors that influence women's empowerment through microfinance, financial
literacy is also to be considered (Bay, Catasus, & Johed, 2014: 43). Financial literacy is
simply deemed to have an impact on the financial capacity of a society. When it comes to
microfinance, it can be a considerable factor in the success of microfinance (Nawaz, 2015:
1102).

Methodology

This research is a literature study wherein data is collected and obtained from
primary and secondary sources. The information obtained from primary and secondary
sources relates to research results, articles, journals pertaining to financial literacy in women
empowerment.

Results and Discussion

The Concept of Financial Literacy

Financial literacy can be obtained through financial education. Financial education is “the
process by which the financial consumers/investors improve their understanding of financial
products and concepts and, through information, instruction and objective advice, they
develop the skills and confidence to become more aware of financial risks and opportunities
in order to make informed choices, and it will help them to know where to go for help, and to
take effective actions to improve their financial well-being” (OECD, 2005: 26).

Speaking of financial education, there is a correlation with the paradigm shift in observing
the economic situation of poverty and debt (Aprea et al., 2016: 98), which is in accordance
with the definition of financial literacy as described in
Organization for Economic Cooperation and Development / OECD ( 2014 : 33) that
financial literacy is related to the knowledge and understanding of financial concepts and
risks, and skills, motivation and confidence to apply such knowledge and understanding in
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order to make effective decisions across a range of financial contexts, to improve the
financial well-being of individuals and society, and to enable participation in economic life.

Definition and Development of Empowerment Concepts

Empowerment is the process of enhancing individual or group ability to make choices and
turn them into actions and produce something that is in accordance with their wishes (World
Bank, 2007). The process of improving people’s ability must undoubtedly begin by having
"ability” in the first place. "Ability" in the concept of empowerment is associated with
"power" that an individual wields (Kabeer, 1999). These capabilities are related to resources
as pre conditions, the agent as processes and outcomes as achievements. Efforts to measure
empowerment have been carried out in the various aspects such as economic empowerment,
social empowerment, family empowerment, and individual empowerment (Sharma,
2015:23).

Women Empowerment

There are several concepts concerning the empowerment of women, for example
Srivastava defined it as an attempt to create an environment in which they can make their
own decisions for their own progress and the progress of society in general (Srivastava,
2014). The empowerment of women here is conducted in an attempt to create a situation in
which women can determine what is good for their survival as well as those around
them. When it comes to economic development, women empowerment is a process whereby
women gain the ability to make strategic life choices that they did not previously have
(Kabeer, 1999). There are three interrelated elements in relation to empowerment which
comprise of resources, the agent, and achievement. Resources refer to material, human, and
social expectations and allocations. Agencies are the ability to set goals a person aspires to,
how to achieve them and decide on strategic outcomes for themselves. While achievements
include various results ranging from increased welfare to equal representation for women in
politics.

Dimension in Women Empowerment

Empowerment of women is inseparable from existing dimensions. Women’s
empowerment may occur in three different dimensions, i.e. micro-, meso- and macro-
levels (Huis et al., 2017) .Empowerment is considered to be at a micro-level
when personal empowerment can be observed and refers to individual beliefs and actions as
individuals. Whereas meso-level empowerment is evident when there are beliefs and actions
relating to others, in which relational empowerment can be observed. Ultimately, the macro-
level of empowerment is deemed apparent when it refers to results thathave
a wider social context and social empowerment can be observed to take place.

Women Empowerment through Microfinance

Researches on the empowerment of women in developing countries have been
substantially carried out, wherein most of them relate to microfinance. Microfinance itself in
particular targets people with low income or those deprived of access to formal lending
systems (Rehman, Moazzam, and Ansari, 2015). This is in line with what Nader (2008)
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revealed, that the term microfinance is the provision of financial services to low-income
users.

The use of microfinance for empowering women began in the early 1970s (Kumar,
2013) through women's movements in numerous countries that had increased emphasis on
access to credit programs focusing on poverty and credit cooperation.

One of the approaches used in the study of women empowerment especially in
regards to microfinance is the instrumentalist and minimalist approach (Mukherjee,
2015). The instrumentalist approach states that access to credit for women should be
accompanied by other components such as awareness raising in social and political fields,
literacy training, and skills development. In contrast, the minimalist approach states
that credit access without too many requirements is exactly what women need to empower
them. In addition to these two approaches, financial literacy can also be considered as a
reference to participate in supporting the success of microfinance activities (Nawaz,
2015). Through financial literacy, individuals are expected to have a broader understanding
of the use of money (from family income and microfinance) for productive purposes, to be
self-sufficient in making money effectively and efficiently, to store their savings, to advise
husbands and other family members concerning economic activities, and also to provide
advice on the overall state of family finance.

Conclusion

Based on the description and explanation mentioned in the above passages, it may be
concluded that financial literacy may also be considered as a reference that contributes to the
success of empowering women through microfinance activities.
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