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Abstract
Weuse a database composed of 2,545Microfinance Insti-
tutions (MFIs) worldwide for the period 2008–18 to
explore the effect of a larger share of women’s workforce
on both staff wages and overall monetary compensation
within MFIs. MFIs are different from other industries,
as they are traditionally women-centered, i.e. they have
a significant share of women employees at every level
of the corporate hierarchy and mostly serve women
clients. Applying both traditional estimation method-
ology and techniques aimed at accounting for possible
endogeneity among the main variables, we find that
a higher proportion of women on staff significantly
increases the average expense per worker (which also
includes the incentive components of remuneration)
while the effects are considerably smoothed (or not sig-
nificant) on the base salary. This leads us to conclude
that, unlike what is seen in other sectors of the economy,
MFIs do not pay women less. Yet, significant positive
effects of women in the workforce, especially on average
overall monetary compensation, suggest that women
are likely to exploit their superior skills and/or gender
affinity advantages with customers of the same gender
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to enhance MFIs’ efficiency and profitability, thereby
achieving higher incentive compensation, mostly in the
form of bonuses and other benefits.

KEYWORDS
Bonus, employee compensation, gender pay gap, microfinance,
microfinance institutions, salary, wage, women employees
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1 INTRODUCTION

“The gender gap in employment, earnings, and occupations has narrowed in various
ways during the twentieth century. . .Whether or not the gap will continue to narrow
and eventually disappear is uncertain. . . ” (ClaudiaGoldin, Nobel Prize in Economics,
2023)

The traditional setting of the workforce asserts that male employees are paid higher salaries
because they are more influential, and have higher capabilities as compared to women. For
instance, according to Fontenot et al. (2018), the median yearly wage in the United States for
permanent employees according to gender was $41,977 for women and $52,146 for men in 2017.
Nevertheless, the gender pay gap has been decreasing since the 1960s, reaching the strongest con-
vergence in the 1980s (Blau & Kahn, 2017), and is projected to level by the year 2059.1 This is in
line with the effort by the United Nations to reduce gender pay imbalances in both developed and
emerging countries.2
However, studies (Francoeur et al., 2008; Julizaerma & Sori, 2012; Nguyen et al., 2021) have

shown that the inclusion of women in the staff, particularly at the decision-making level, posi-
tively contributes to a firm’s performance. This is due to the additional resources and expertise
that women managers can bring to the firm.
In this study,we investigate the effect of largerwomenworkforce percentage on both staffwages

and overallmonetary compensationwithinMicrofinance Institutions (MFIs).3 Understanding the
relationship between gender diversity and gender pay in the area of microfinance is relevant, as
it could provide a different outcome on the matter compared to other sectors of the economy,
mostly because MFIs are women-oriented (Strom et al., 2014). Also, microfinance represents a
particular observatory for other sectors that have not yet reached the same standards of female
representation recorded in MFIs.
Hypothetically, in awomen-centered business, having both higher shares of women on the staff

(see Beck et al., 2013) and women customers could enable improved communication between
the institution and its clientele, based on gender affinity principles (Byrne et al., 1971; Solakoglu

1 https://www.aauw.org/app/uploads/2020/02/AAUW-2018-SimpleTruth-nsa.pdf
2 https://news.un.org/en/story/2020/09/1072722
3Microfinance institutions are bodies specifically established to support business development and community empower-
ment, especially owners of small businesses. There are various types of MFIs: e.g. credit unions, commercial banks, NGOs
(non-governmental organizations), cooperatives, and government banks.
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GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 3

& Demir, 2016; Thomas & Ramaswamy, 1996). This may lead women to achieve better perfor-
mance than their male counterparts, as well as induceMFIs to pay them higher rewards to attract
them as staff. Specifically, we advance the hypothesis that women could obtain greater monetary
compensation if MFIs design labor contracts that include forms of incentives which are found to
measure performance more objectively than base salaries (Jirjahn & Stephan, 2004). As there are
uncertainties regarding this matter, especially with reference to the geographic area where these
relationships are observed, this poses an interesting issue to be examined in this study.
As far aswe know, the research regarding the gender pay gap in themicrofinance ambit is scarce

or nonexistent and this is particularly strange for a rapidly expanding andwomen-centered sector,
although it may be justifiable due to the lack of data, which often needs to be collected in poor and
poorly digitalized contexts where operators are subject to scarce regulation and accountability.
We use data from 2,545 MFIs worldwide for the period 2008–18 drawn from the World Bank–

MIX Market Platform4 to test our hypotheses. The advantage of this database is that it offers a
worldwide view of the operators in the microfinance sector and allows us to investigate not only
managers’ compensation but themonetary benefits of staff at all layers of theMFIs. Another priv-
ilege of our study is that it investigates the effects of the female workforce on both base wages and
overallmonetary benefits (i.e., wages plus bonuses, provisions for retirement, insurance purposes,
etc.) separately, which will be particularly insightful in this line of research.
This paper provides empirical evidence of a strong significant positive relationship between

the percentage of women employed byMFI and average employees’ compensation, while instead
reporting a weak significant (or non-significant) relationship between the percentage of women
working on staff and the average base salary paid by MFIs. This outcome passes various tests,
including possible endogeneity issues.
On the one hand, our results highlight how microfinance is partially in contrast with the gen-

eral practice of paying women employees less, recognizing their fundamental role at any layer
of the MFIs’ ladders. On the other hand, because the observed effects on remuneration con-
cern the incentive component, we infer that women employees tend to outperform their male
counterparts, thereby being rewarded with higher performance pay.
Although these aspects need more in-depth analysis, not possible with the data available to us,

we believe that our study represents a step forward in the literature that deals with the analysis
of gender equality in the paying mechanism, in a rapidly expanding sector, which is focused on
fulfilling the social sustainability objectives included in the Sustainable Development Goals that
the United Nations has set for 2030.
The paper is arranged as follows. Section 2 discusses the empirical literature in the areas of

MFIs and the gender pay gap. Subsequently, the statement of hypotheses is presented. Section 3
describes the data collected and themethodology used. Section 4 reports the results and discusses
the findings. Section 5 presents the conclusions with policy implications and directions for future
research.

2 LITERATURE REVIEW

2.1 Gender diversity in MFIs

Achieving gender equality is an increasingly critical global issue that calls for the participa-
tion of everyone (UN-Women, 2016). Germany, for example, requires 20% female representation

4 https://databank.worldbank.org/source/mix-market
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4 Md. A. MIA et al.

on the board of directors of publicly listed companies (Cavero-Rubio et al., 2019). The Euro-
pean Commission goes further, aiming to achieve 40% female representation in top positions by
2026.5
Microfinance is one of the ways to empower women.MFIs have been operating since the 1970s.

Consistent with their mission-oriented objectives, entrepreneurial nature, diverse institutional
conditions, and a high percentage of women leaders (Strom et al., 2014, p. 60), these institutions
strive to decrease poverty.
According to Nourani et al. (2021), gender and microfinance are indistinguishable. Since its

inception, microfinance has focused on serving women (Abdullah & Quayes, 2016; Hulme &
Mosley, 1996). Partly as a result of these objectives, the presence of women in the organiza-
tional ladder of MFIs has been traditionally higher than in other types of firms. This is despite
the widely recognized evidence that women (especially in less developed countries) have lower
access to education and fewer working opportunities (United Nations, 2020). Nevertheless, many
women hold senior positions in MFIs, compared to the general banking sector (Strom et al.,
2014).
Themicrofinance literature (Ghosh&Guha, 2019; Vishwakarma, 2017;Hartarska&Nadolnyak,

2012) contends that womenmanagers in MFIs are associated with better performance, efficiency,
social goals, profitability, and take on responsibilities that are valuable to the firm (Augustine et al.,
2016). Furthermore, Strom et al. (2014) and Hartarska et al. (2014) show that gender diversity on
MFIs’ boards results in higher job fulfillment among employees. Similar evidence is found in
other sectors (Ahmed et al., 2017; Alves et al., 2015; Gul et al., 2011; Saini, 2006; Smith et al., 2006;
Thomas & Ramaswamy, 1996).
There are several possible explanations underlying the mechanisms that drive a positive rela-

tionship between the share of women in the staff and MFIs’ performance. The most accredited
hypothesis in the field of microfinance is based on the gender-affinity theory (Byrne et al., 1971),
according to which most people are more congenial towards those with similar traits to them-
selves. Thus, because the majority of borrowers are women, same-gender employees are likely to
better understand the needs of their clients as compared tomen. Second, women loan officers and
women clients can share the same social circles and interests, therefore they can develop better
affinities. Third, the presence of women in the organizational hierarchy of MFIs can help cre-
ate products and services that better suit their women clientele. Finally, a higher percentage of
women staff in various organizational ladders of the MFIs could result in increased coordination,
efficiency, and profitability, which in turn may lead to better rewards.
Nonetheless, despite the ample literature on the influence of the women workforce on the

overall performance of MFIs, not much effort has been undertaken to understand the impact
of larger shares of females in the organizational ladder of the MFIs on employees’ compensa-
tion. The mechanism through which better performance may translate into higher remuneration
of employees can follow different ways that are equally worth investigating. For instance, better
financial performancemay translate into a benefit for the overall MFI in terms of higher profits or
increasing investments, but which is not passed on to the workers. In other circumstances, it may
be that all categories of employed workers benefit equally. Another possibility is that the direct
authors of the best performances exclusively benefit from it. Conditional on the data available to
us in an emerging sector where these phenomena are poorly investigated, our study intends to
make some progress in this direction.

5 https://ec.europa.eu/commission/presscorner/detail/en/statement_22_7074
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GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 5

2.2 Employee compensation in MFIs

Traditionally, MFIs used to pay a fixed monthly salary to their employees, with little monetary
and non-monetary rewards for good performance. However, in recent years, compensation has
begun to switch from seniority-based systems towards merit-based mechanisms, also known as
staff incentive schemes (SISs). Between 1990 and 2003, the percentage of MFIs using SISs grew
from 6% to 63% (McKim & Hughart, 2005). This shift has been consistent with the “commer-
cialization” of the microfinance industry (see for instance Beisland et al., 2019; Hermes et al.,
2011).
However, it has been observed that one of the main problems related to the use of incentive

schemes is the fact that employees in the lower tier of the organizational layer (i.e., loan officers)
attempt to earn higher incomes by extending the greatest possible number of loans. Still, although
inmany cases it might be desirable forMFIs to expand the size of their assets, this could go beyond
the limit set by loan riskiness (Aubert et al., 2009). In the hypothesis that loans are granted pri-
marily to customers deemed more solvent, the desire to expand the volume of loans to maximize
incentive-based rewards could push the employees to place them with riskier customers, with a
consequent deterioration in the quality of the MFIs’ portfolio.

2.3 Theoretical framework and hypothesis development

In this section, we derive our hypotheses on staff gender and employee compensation, mainly
drawing from the literature on labor economics. With the term compensation, we refer to wages,
as well as all the ancillary monetary benefits that can be granted to workers, such as bonuses,
provisions for retirement, insurance purposes, and other forms ofmonetary reward. The literature
asserts that sources of gender inequalities in the labor market are primarily attributed to national
institutions (Madden, 2012), with educational standards playing a crucial role in explaining the
gender pay gap. However, there is evidence that since the 1980s in theUnited States the percentage
of women with higher-level education has become higher than that of men (Blau & Kahn, 2017;
Blau et al., 2014). A similar pattern has occurred in several LDCs (Goldin et al., 2006; Becker et al.,
2010), although a permanent closing of the educational gender gap will take a long time.
The cultural framework also shapes women’s self-selection in the labormarket (Madden, 2012).

It is documented that, due to family duties women are more likely to experience an interruption
of working activity or a reduction of working time (Mincer & Polachek, 1974; Goldin, 2014) and
this is more evident in some countries than in others, regardless of average per capita wealth. In
general, women seem more likely to demand flexibility between work and home affairs, thereby
preferring variable pay based on individual performance, such as pace rate contracts (Jirjahn &
Stephan, 2004).
At the national level (Petersen & Saporta, 2004), wage differentials are mainly observed both

within and across jobs and organizations (Groshen 1991). Some studies find that remuneration dis-
parities are less frequent in firms having a more formalized governance and in unionized sectors
(Stainback et al., 2010; Anderson & Tomaskovic-Devey, 1995; Elvira & Graham, 2002; Gunderson,
1975; Blau & Kahn, 2003).
Other reasons behind gender pay gaps could be attributed to glass ceilings and sticky floors. A

glass ceiling is a metaphorical barrier that prevents women from being promoted to managerial
positions within the organization. Thismainly reflects in the earning gap at the top of the distribu-
tion (Heywood&Parent, 2017) and typically exists becausewomen start to cut down on their work
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6 Md. A. MIA et al.

for family reasons, especially child-care, self-selecting themselves for tasks or types of work that
are less onerous but also less profitable, or choose to work fewer hours than men (Bianchi et al.,
2000; Blau et al., 2010; Madden, 2012; Mincer & Polachek, 1974; Goldin, 2014; Ciminelli et al. 2021;
Heywood & Parent, 2017). Meanwhile, the sticky floor is the earning gap at the bottom of the dis-
tribution, which is mainly related to societal customs, sexism, and discrimination at work which
hinders women’s increment in salary.
In the literature, there are also concerns about a possible gender bias in the incentive-based

compensation earned by employees, although the research investigating this component is very
limited (Madden, 2012; Grund, 2015), and basically nonexistent in the field of microfinance. How-
ever, a separate investigation of the incentive component of monetary compensation is important
to understand the mechanisms driving pay differences between men and women. Specifically,
Madden (2012) argues that in non-hierarchical contexts, direct measures of performance like SISs
allow limiting the sources of gender pay biases at the individual firm or industry level to either
the fact that women are perceived as being less skilled, giving rise to a form of valuative discrim-
ination (Gunderson, 1975; Baker & Fortin, 2004; England, 1992; Madden, 2012) or that they are
offered less profitable opportunities, in the form of allocative discrimination (Malkiel & Malkiel,
1973).
In the remainder of this section, we detail our hypotheses in relation to the specificities of the

microfinance labor market.

2.3.1 A higher percentage of women staff in MFIs increases average
employee compensation

Several explanations, discussed in the preceding sections, are supportive of the hypothesis that
the presence of more women in the workforce in MFIs could increase employees’ compensation.
The most accredited theories in the microfinance literature are gender affinity and the resource-
based view. The first theory claims thatwomen employees couldmore easily establish connections
with women borrowers and anticipate their needs, while also giving key insights to the manage-
ment regarding where the MFI should focus its resources (Byrne et al., 1971, Solakoglu & Demir,
2016). Instead, according to the resource-based view, women can bring important resources to
firms, like prudence (Adams, 2016; Adams & Ferreira, 2009). Women might limit the presence of
bad-performing loans in their loan portfolios because they are more risk-averse.6 Thus, MFIs are
expected to offer adequate compensation to women employees to retain them in their workforce
(Mia, 2022a).
In particular, SISs are widely used in the microfinance sector nowadays, and performance pay

is normally commensurate with the MFIs’ output—mainly the size of the loan portfolio. If, based
on the above considerations, women are likely to achieve higher loan extensions toMFIs’ clientele
than men, while maintaining a low-risk profile in the composition of their portfolio, they should
receive additional incentives besides the base salary.
However, in the specific case of microfinance, women may be offered less profitable oppor-

tunities, like assigning them a riskier or smaller portfolio, customers at the first loan cycle, and
uncomfortable locations. Moreover, customer bias may occur in the form of the presumption that
women are less able to carry out their job (Sanborn, 1964; Roth, 2004). Furthermore, most of the

6 The fact that women have a higher degree of risk aversion has been considered by other studies, such as Blau and Kahn
(2017).
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GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 7

MFIs operate in LDCs, where equal-pay legislation and unionization are weaker than elsewhere.
All these elements may not shield women against allocative and valuative discrimination and
other forms of abuse.
Finally, as previously discussed, women loan officers could take advantage of the affinity

relationships with women borrowers to extend as many loans as possible as an indicator of pro-
ductivity/performance (Blanco-Oliver and Irimia-Diéguez, 2021). However, if maximizing the
SIS-based component of compensation induces women loan officers to serve riskier customers,
there could be detrimental effects on borrowers’ repayment rates and MFIs’ profitability.
According to the above arguments, we test the following hypothesis:

H1: There is a positive relationship between the proportion of women in the workforce and average
employees’ compensation in MFIs (H0: the relationship is negative or not significant).

2.3.2 The gender pay gap and employee monetary compensation: empirical
foundation of our hypotheses

To provide an empirical foundation for H1 and H0, let’s define the initial average compensation
of an MFI’s staff (regardless of gender)7 asΨ0. If that MFI hires additional women workforce (at
any organizational rank) offering a compensation Γ, which is less than the average (Γ < Ψ0), the
new average compensation (Ψ1) due to the addition of new women will decrease (Ψ1 < Ψ0). In
contrast, if the offered compensation of the new female workforce is higher than the average (Γ
> Ψ0) the new average compensation (Ψ2) will be higher (Ψ2 > Ψ0).
The data available for this study do not distinguish between employees’ compensation by gen-

der. Hence, we are not able to identify whether the increase in the female workforce is associated
with any significant increase (decrease) in the remuneration of all staff or only in the remunera-
tion of women. Nevertheless, if a significant effect is observed on average employee compensation
as a consequence of the share of women’s workforce, we deduce that this likely reflects at least
changes in women’s compensation.

3 METHOD AND DATA

3.1 Modeling the relationship between women workforce and
employee compensation

To test our hypothesis, we propose the following model:

LNAVGB𝑖,𝑗,𝑡 = 𝛽0 + 𝛽1 WOMSTAFF𝑖,𝑗,𝑡 + 𝛽2LNBOARD𝑖,𝑗,𝑡 + 𝛽3LNBPS𝑖,𝑗,𝑡 + 𝛽4OSS𝑖,𝑗,𝑡

+𝛽5DTE𝑖,𝑗,𝑡 + 𝛽6LNSIZE𝑖,𝑗,𝑡 + 𝛽7LS𝑖 + 𝛽8PS𝑖 + 𝛽2EDUF𝑗,𝑡

+𝛽2FDI𝑗,𝑡 + 𝛽2RURPOP𝑗,𝑡 + 𝛽2UNMP𝑗,𝑡 + 𝛽2REALINT𝑗,𝑡 + 𝜀𝑖,𝑗,𝑡 (1)

7 These considerations aremade under the constraint thatmost databases do not distinguish between employees’ expenses
by gender.
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8 Md. A. MIA et al.

where i = 1, 2, 3. . . .. 2545 refers to the cross-sectional units (MFIs); t = 2008, 2009. . . 2018 denotes
periods, j is country, and εi,j,t is a zero-mean error term.
Initially, we consider the average gross (monetary) benefits (AVGB) measured by the average

personal expense per employee as the main dependent variable, which was converted to natural
logarithm (LNAVGB) for ease of interpretation and to minimize both skewness and the incidence
of outliers.We also consider the natural logarithm of the average annual base salary (LNAVGSAL)
as a dependent variable for comparison.
As mentioned by Hartarska et al. (2014), a firm may financially or socially benefit from

increased women’s involvement through all levels of the MFI workforce. Consistent with the
objective of this study, we use the share of women staff over the total workforce (WOMSTAFF,
a proxy for gender diversity) as our main explanatory variable.
We also add the natural logarithm of board members (LNBOARD) and the natural logarithm

of borrower per staff member (LNBPS) as covariates. The former is motivated by a possible better
level of corporate governance, as it usually indicates more independent directors (Mak & Kus-
nadi, 2005; Ahamed et al., 2019) and a more formalized governance structure (Stainback et al.,
2010; Anderson & Tomaskovic-Devey, 1995; Elvira & Graham, 2002). We assume that firms with
a higher quality of corporate governance will reduce any discrimination in gender pay, hence we
expect a positive relationship between LNBOARD and LNAVGB. Instead, LNBPS can be used
as an indicator of employee productivity, where higher LNBPS indicates higher productivity and
thus, higher compensation (Nyamsogoro (2010). Therefore, we expect LNBPS to have a positive
relationship with LNAVGB.
Furthermore, to account for the possibility that financially sustainable firms can provide

employees with higher salaries and incentives (Eccles et al., 2014; Lee & Ha-Brookshire, 2017),
we include firms’ operational self-sufficiency (OSS) as one of the control variables and expect it
to have a positive effect on employees’ compensation.
In addition, according to Hanka (1998), we add in a measure of risk (total debt over total equity

(DTE)) to account for the fact that highly leveraged firmsmay have a higher number of temporary
employees, who are normally paid a lower salary, and this will give them an incentive to further
push down the compensation. For these reasons, we expect DTE to have a negative relationship
with LNAVGB.
Moreover, according to Oi and Idson (1999), bigger firms usually have a higher performance

target and this will be conveyed to the firms’ downline to increase employee productivity. In
doing so, these firms need to offer higher compensation as an incentive to increase productiv-
ity (Caudill et al., 2021; Oi & Idson, 1999). Scale economies may further ease staff performance,
especially in services industries likemicrofinance (Berlingieri et al., 2018). As noted byGunderson
(1975), larger companies are also subject to greater scrutiny by enforcement agencies and aremore
frequently equipped with instruments aimed at measuring workers’ performance objectively. To
capture these effects, the natural logarithm of total assets (LNSIZE) is included as a proxy for firm
size.
We also account for the status of theMFI. NGOs, for instance, are known to have a higher social

responsibility toward serving the poor, being non-profit seeking (Gutierrez-Nieto et al., 2009), and
are often funded by international donors and investors, and sometimes the operational costs are
met by limited donations that the MFIs receive from their partner organizations. In addition, the
scarcely formalized governance and less stringent regulation for NGOs may not protect work-
ers against unequal pay practices (Stainback et al., 2010; Anderson & Tomaskovic-Devey, 1995;

 14678292, 0, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1111/apce.12461 by C

ochraneItalia, W
iley O

nline L
ibrary on [23/02/2024]. See the T

erm
s and C

onditions (https://onlinelibrary.w
iley.com

/term
s-and-conditions) on W

iley O
nline L

ibrary for rules of use; O
A

 articles are governed by the applicable C
reative C

om
m

ons L
icense



GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 9

Elvira & Graham, 2002). MFIs with NGO status (LS) are identified by a dummy equal to 1, and 0
otherwise (Blanco-Oliver & Irimia-Diéguez, 2021).8
Finally, we include cross-national economic and institutional characteristics drawn from the

World Development Indicators (WDIs) to account for differences in employees’ compensation,
such as female educational attainment (EDUF), Foreign Direct Investment (FDI), proportion of
rural population (RURPOP), unemployment rate (UNMP), and the real interest rate (REALINT)
at the country-level. All variables and data sources are taken from the MIX Market and WDI
databases are described in Table 1.

3.2 Data and descriptive statistics

We have collected the data for the MFIs from the World Bank (MIX Market Platform). The dura-
tion covers the period 2008–18.9 Furthermore, we have dropped any countries with less than three
observations. To take care of the extreme outliers, we have winsorized all the variables (except
dummy) at 1% and 99% levels. After cleaning the data for potential input errors and duplication,
our dataset includes a total of 2545 unique MFIs (groups). The dataset is unbalanced since many
MFIs did not report their data consistently to the MIX Platform.
The list of countries, frequency of data, and firm-year observations are reported in Online

Appendix A and Appendix B, respectively. We further examined the trend of the overall com-
pensation of the staff in the microfinance industry worldwide and found that it has increased
throughout the period of interest, occasionally fluctuating (Figure 1).
Descriptive statistics are reported in Table 2. The mean annual average benefits per staff was

US$ 8,747 during the study period, whereby it could be as low as US$ 1,938 to as high as US$
31,868. The women-to-staff ratio (WOMSTAFF) indicates that in MFIs a significant 44.37% of the
workforce is female, which reflects gender equality in the field. In terms of the trend, we see that
the proportion of women staff in the microfinance industry has slightly declined over the years
(Figure 2).
The Pearson pairwise correlation coefficients indicate that though some covariates are signifi-

cantly correlated and they are not subject to multicollinearity, as the correlation values are below
0.80. Furthermore, variance inflation factors (VIFs) are computed for each covariate to evaluate
each covariate’s contribution to the standard error in a linear regression. VIFs are all below the
standard rule of thumb of 5 or 10 (Table 3).

4 RESULTS

4.1 Baseline results: Overall employee compensation

To analyze the impact of the women workforce on employees’ compensation (WOMSTAFF), we
used both pooled ordinary least squares (POLS) andMFI’s fixed and random-effectsmodels (FEM

8 In our database 11.95%, 16.26%, 35.84%, 30.04%, 1.94%, 3.25%, and 0.72% are banks, credit unions/cooperatives (CUs/Cs),
non-bank financial institutions (NBFIs), NGOs, other institutions, rural banks, and unknown, respectively.
9 Data on the proportion of women staff at the MFI level were not available before 2008. The empirical analysis stopped
in 2018 because that was the last year of data provided by the MIXMarket (only a handful of observations are available for
2019). The World Bank does not have any plan to further update the database as per their claim in the database.
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10 Md. A. MIA et al.

TABLE 1 Definition of variables

Variable Definition Unit
LNAVGB* Natural logarithm of average annual Gross Benefits (Overall

monetary compensation per employee) at MFI’s level. Gross
Financial benefits (MIX Market Field definition): include wages
and salaries, other short-term employee benefits such as
bonuses and compensated absences, post-employment benefit
expense, termination benefit expense, share-based payment
transactions, other long-term benefits, and other employee
benefits.

US$

LNAVGSAL* Natural logarithm of 1+ average annual salary paid by an MFI /
per capita Gross National Income (at MFI’s level). Salary (MIX
Market Field definition): include base wages and salaries.

US$

WOMSTAFF* Share of women staff (no. women in the staff at any hierarchical
level over the total workforce) at MFI’s level

Ratio

LNBOARD* Natural logarithm of the total number of board members at MFI’s
level

Number

LNBPS* Natural logarithm of borrowers per staff member at MFI’s level Number
OSS* Operational self-sufficiency Ratio

Total financial revenue as a percentage of. the sum of financial
expense, operating expense, and loan loss provision expense at
MFI’s level

DTE* Total debt over total equity at MFI’s level Ratio
LNSIZE* Natural logarithm of MFI’s total assets at MFI’s level Ratio
LS* If an MFI is registered as an NGO, it gets the value 1, 0 otherwise

(time-invariant)
Dummy

PS (for profit = 1)* If an MFI is registered as profit-oriented, it gets the value 1, 0
otherwise (time-invariant)

Dummy

EDUF** Educational attainment, at least completed upper secondary,
population 25+, female (%) (cumulative)

Ratio

FDI** Foreign direct investments (country level, time-variant) US$
Foreign direct investment, net (BoP, current US$)

RURPOP** Share of rural population / total inhabitants (country level,
time-variant)

Percentage

UNMP** Unemployment rate (country level, time-variant) Percentage
REALINT** Average annual real Interest rate (country level, time-variant) Percentage

Source: MIX Market* and World Bank Development Indicators**. FDI has been converted into million US dollars for ease of
estimation and explanation. We did not operate a log transformation of FDI due to many negative values (more outflow than
inflow).

and REM, respectively).10 Results are reported in Table 4. Specifically, columns (1)–(3) report the
baseline results without covariates, in columns (4)–(9) the covariates are included. In columns
(1)–(6) standard errors are clustered at the MFI’s level to minimize possible heteroskedasticity,
autocorrelation, and within-MFI correlation, whereas in columns (7)–(9) the standard errors are

10We also performed regressions with country fixed-effects and year fixed-effects for robustness (see Online Appendix F).
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GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 11

F IGURE 1 Overall average financial compensation trend per-staff in the global microfinance industry.
[Colour figure can be viewed at wileyonlinelibrary.com]
Source: Authors. Note: the average per-staff compensation is winsorized at 1% and 99% levels to take care of the
extreme outliers.

clustered at the country level. The Breusch and Pagan Lagrangian Multiplier test suggests using
the FEM and REM results to discuss the baseline findings.11
All regressions indicate a positive and statistically significant relationship between the share

of women’s workforce and employees’ average monetary compensation (LNAVGB). This result
is supportive of H1, against H0. As previously discussed, there are at least two lines of argu-
ments in favor of H1. Some studies assess that females may be associated with higher quality
management (Alves et al., 2015; Augustine et al., 2016; Ghosh & Guha, 2019; Vishwakarma, 2017;
Hartarska & Nadolnyak, 2012), consequently leading MFIs to accord higher compensation to
attract them.Other studies find an explanation in the similarity-attraction hypothesis (Byrne et al.,
1971; Thomas & Ramaswamy, 1996; Solakoglu & Demir, 2016; Augustine et al., 2016, and the lit-
erature therein), which helps expand the MFIs’ loan portfolio, thus eventually raising women’s
incentive-based compensation.
The estimations further show a significant negative association between board size

(LNBOARD) and employee compensation, possibly due to free riding and conflicts of interest
among the boardmembers as its size increases (Harris and Raviv, 2008). The relationship between
staff productivity (LNBPS) and employee compensation is statistically significant and positive,
which reiterates that employees who work harder are acknowledged by giving fair compensation.
In contrast to our expectations, the operational self-sufficiency (OSS) of MFIs likely harms

employees’ compensation. A plausible reason could be due to competition and commercializa-
tion of the microfinance sector. Corroborating the findings of Hanka (1998), the estimations show
a negative relationship between the debt-to-equity ratio (DTE) and employees’ compensation.
MFIs’ size seems to have a positive impact on employee compensation, as the coefficient of
LNSIZE is positive and statistically significant. This can be attributed to economies of scale (Mia,
2022b).

11 Given the results of the Breusch–Pagan test we do not consider the POLS estimates as a reliable outcome. Additionally,
we report both FEM and REMwithout showing the superiority of one model or the other, as the two are not comparable.
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12 Md. A. MIA et al.

TABLE 2 Descriptive statistics

Variable Obs. Mean Std. Dev. Min Max
AVGB 9,798 8747.1200 6722.0720 1938.46 31868.39
LNAVGB 9,798 8.7519 0.8608 6.5953 10.3921
AVGSAL 8,666 4.2430 4.0832 1.0000 24.0000
LNAVGSAL 8,666 1.4588 0.5853 0.6931 3.2189
WOMSTAFF 6,738 0.4437 0.2257 0.0000 1.0000
BOARD 6,395 7.5320 6.9196 0.0000 62.0000
LNBOARD 6,286 1.8541 0.5638 0.0000 4.1271
BPS 10,954 124.3957 100.2560 5.0000 549.0000
LNBPS 10,954 4.4975 0.8813 1.6094 6.3081
OSS 11,097 1.1364 0.3532 0.1762 2.6044
DTE 11,356 4.0807 5.6542 −12.6600 37.2300
LNSIZE 11,907 16.0383 2.1624 11.1939 21.2493
PS (for profit = 1) 12,619 0.4415 0.4966 0.0000 1.0000
LS (NGO = 1) 12,619 0.3009 0.4587 0.0000 1.0000
EDUF 12,619 31.4907 24.9104 0.0000 90.3700
FDI 12,619 −8.6644 22.9043 −176.2505 9.4485
RURPOP 12,619 50.5699 20.4837 9.0100 87.0100
UNMP 12,619 5.9416 4.0844 0.3900 23.1800
REALINT 12,619 5.8851 8.0711 −12.8600 38.1500

Source: Authors fromMIX–World Bank databases. Theminimum value of LNBOARD is 0 because someMFIs have only one board
member. All variables are winsorized at 1% and 99% levels.

Finally, estimations show that both profit-oriented MFIs and those having NGO legal status
seem to provide lower employee compensation compared to other types of MFIs. The plausible
reason is that profit-oriented MFIs may look towards their cost-cutting to maximize their profits
and are less concerned about employees’ welfare. Regarding the NGOs, the result can be ascribed
to the fact that they aremore inclined towards social performance in terms of serving the hardcore
poor with more convenient, but less profitable loan terms.
In terms of macroeconomic variables, we found that only the percentage of rural population

has significant and univocal negative effects on the employee benefits of MFIs. This could be
motivated by the fact that a higher share of the rural population corresponds to the location of
the branches of the MFI in rural areas, where the cost of living and salaries are lower than in the
cities.

4.2 Alternative proxy of the gender pay gap: Average base salary

We used a different measure of employee compensation, namely the average salary (AVGSAL).
This excludes all the ancillary benefits that can be guaranteed to workers, such as bonuses, provi-
sions for retirement, insurance contributions, and other forms of monetary reward. The average
salary has been normalized by GNI per capita to account for the actual cost of living in the various
countries considered in our sample.
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GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 13

F IGURE 2 Trend of women staff in the global microfinance industry (2008-2018). [Colour figure can be
viewed at wileyonlinelibrary.com]
Source: Authors. Note: the mean of women staff ratio is winsorized at 1% and 99% levels to take care of the
extreme outliers.

The regression results reported in Table 5 do not provide evidence of any statistically signifi-
cant effects of the share of women workforce on employees’ average salary, except under POLS
(columns (1), (4), and (7)). Therefore, a comparison with the results obtained in the previous
section suggests that the component of the overall compensation that increases with a higher
presence of women in the MFIs’ staff is the incentive-based one, and not the base salary.

4.3 Sub-samples by regions and share of women workforce

To understand whether our overall conclusion remains the same across various sub-samples of
MFIs, we have performed a regression analysis based on macro-regions as classified by the MIX
Market. The results are reported in Table 6. Estimates using REM12 suggest that a higher share of
women in the workforce has a positive significant effect on the average employee compensation
for the sub-sample of Latin America and the Caribbean (LAC) (column (4)). In contrast, a higher
proportion of female staff is negatively and significantly associated with the average employee
compensation in the Middle East and North African (MENA) region (column (5)). However, the
effect is not statistically significant for Africa (where instead there is evidence of a weakly posi-
tive effect of the women workforce on the base salary), East Asia and the Pacific (EAP), Eastern
Europe and Central Asia (EECA), and South Asia (SA) (respectively columns (1), (2), (3) and (6)).
Therefore, we can conclude that our overall results are mostly influenced by MFIs from the LAC
region, which have the characteristic of having recently converted from NGO status to a more
profit-seeking orientation.
Then,wehave created two sub-samples, one includingMFIs having over 50%womenworkforce

and the other having less than 50%. The results are reported in Table 7. Interestingly, there is
evidence that MFIs pay higher benefits and (to a lesser extent) higher salaries only if the women

12We refer to REM as to preserve the time-invariant dummies for MFIs’ types, PS and LS. Fixed-effects regressions are
available upon request.
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TABLE 7 Sub-sample analysis based on majority (>50%) and minority (<50%) female workforce (REM)

(1) (2) (3) (4)
DV: LNAVGB DV: LNAVGSAL
<50% female
staff

>50% female
staff

<50% female
staff

>50% female
staff

WOMSTAFF 0.6521*** −0.0437 0.2235** −0.1071
(0.1186) (0.1266) (0.1015) (0.1118)

LNBOARD −0.0671*** −0.0823** −0.0303** −0.0659**
(0.0203) (0.0322) (0.0154) (0.0300)

LNBPS 0.0236 0.0847*** −0.0490*** −0.0004
(0.0245) (0.0309) (0.0189) (0.0287)

OSS −0.0725* −0.2255*** 0.0200 −0.1069
(0.0439) (0.0674) (0.0391) (0.0659)

DTE −0.0058*** −0.0049 −0.0063*** −0.0043
(0.0015) (0.0032) (0.0012) (0.0033)

LNSIZE 0.1317*** 0.1872*** 0.0686*** 0.0845***
(0.0098) (0.0145) (0.0078) (0.0108)

PS (for profit = 1) −0.0866** −0.1712*** −0.1100*** −0.0304
(0.0439) (0.0570) (0.0400) (0.0452)

LS (NGO = 1) −0.2042*** −0.1731*** −0.2244*** −0.2193***
(0.0459) (0.0589) (0.0408) (0.0473)

EDUF −0.0002 0.0006 −0.0064*** −0.0058***
(0.0007) (0.0010) (0.0007) (0.0009)

FDI 0.0003 −0.0012* 0.0021** 0.0021***
(0.0006) (0.0007) (0.0009) (0.0006)

RURPOP −0.0233*** −0.0216*** 0.0062*** 0.0083***
(0.0011) (0.0014) (0.0009) (0.0010)

UNMP 0.0073* 0.0037 −0.0028 −0.0052
(0.0039) (0.0045) (0.0043) (0.0033)

REALINT 0.0015 0.0046** 0.0013 0.0044**
(0.0013) (0.0018) (0.0012) (0.0019)

CONS 7.7432*** 7.0290*** 0.5822*** 0.2914
(0.2006) (0.3022) (0.1619) (0.2219)

Observations 3377 1971 3101 1769
Chi2 1453.9144 775.0563 304.1393 328.7743
R2 0.1344 0.2429 0.0077 0.0243
# of MFIs 1009 662 940 598

Source: Authors. Standard errors clustered at the MFI’s level in parentheses. POLS and FEM were also performed and the results
remain qualitatively the same. To conserve space, the results are not reported here (can be obtained from the corresponding
author).
*p < 0.10,
**p < 0.05,
***p < 0.01.
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22 Md. A. MIA et al.

TABLE 8 Two-step system GMM

(1) (2)
DV: LNAVGB DV: LNAVGSAL

L.LNAVGB 0.6739***
(0.1399)

L.LNAVGSAL 0.3028*
(0.1599)

WOMSTAFF 0.8238** 0.7690*
(0.4109) (0.4067)

LNBOARD −0.0564** −0.0534***
(0.0263) (0.0189)

LNBPS 0.0035 −0.0740***
(0.0182) (0.0282)

OSS −0.0588** −0.0271
(0.0268) (0.0214)

DTE −0.0010 −0.0030**
(0.0016) (0.0014)

LNSIZE 0.0582** 0.0733***
(0.0226) (0.0174)

PS (for profit = 1) −0.0114 −0.0270
(0.0253) (0.0328)

LS (NGO = 1) −0.0490 −0.1373***
(0.0336) (0.0454)

EDUF −0.0005 −0.0066***
(0.0005) (0.0016)

FDI 0.0000 0.0043***
(0.0007) (0.0011)

RURPOP −0.0046 0.0062***
(0.0030) (0.0020)

UNMP 0.0015 0.0005
(0.0025) (0.0020)

REALINT <0.0001 0.0091***
(0.0010) (0.0022)

YD yes yes
CONS 1.9779* −3.0621

(1.0770) (8.9818)
Observations 4555 4150
F-Stat 519.8495*** 78.7273***
AR1 (p-value) −4.7521(0.0000) −3.4984(0.0005)
AR2 (p-value) 1.3256(0.1850) 1.2729(0.2031)
Hansen Test statistics (p-value) 52.8799(0.5561) 51.1042(0.6242)

(Continues)
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GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 23

TABLE 8 (Continued)

(1) (2)
DV: LNAVGB DV: LNAVGSAL

# of instruments 79 79
# of MFIs 1238 1133

Source: Authors. Standard errors clustered at the MFI’s level in parentheses.
*p < 0.10,
**p < 0.05,
***p < 0.01.
Note: L.LNAVGB and L.LNAVGSAL are one-year lag of LNAVGB and LNAVGSAL, respectively.

workforce is below 50% (columns (1) and (3)). A possible interpretation of these results is thatMFIs
having below 50% of women employees operate in contexts where a qualified female workforce
is relatively scarce. Hence, MFIs may be motivated to provide relatively higher compensation to
attract more skilled women.

4.4 Endogeneity

To ensure that our results are not affected by endogeneity issues, we have used the two-step system
GMM (Arellano & Bover, 1995; Blundell & Bond, 1998). Results are reported in Table 8.
The reason for using GMM is that women staff may be biased towards joining MFIs that offer

better financial incentives/compensation due to their selectiveness (Memon et al., 2022; Mia,
2022a). The outcome of the GMM can be considered valid since we used fewer instruments (79)
than the number of MFIs. Moreover, significant AR1 and non-significant AR2 tests also suggest
the presence of first-order serial correlation but not second-order serial correlation. Furthermore,
the statistical non-significance of theHansen test statistic confirms the validity of the instruments.
Regarding the overall proportion of women staff, our results remain consistent and statistically
significant.

4.5 Robustness checks

Results obtained by dividing the original sample according to MFIs’ dimension13 suggest that the
positive relationship between the share ofwomen in the staff and average employee compensation
is more significant for smaller MFIs than for larger ones (Online Appendix C).
Moreover, given that the coefficients ofWOMSTAFF and LNBPS are subject to somehow ample

variation in magnitude, we provided regressions without LNBOARD and LNBPS as covariates
(Online Appendix D). The results in terms of the key effects of WOMSTAFF on LNAVGB are
unaffected.
Furthermore, we use a sounder statistical criterion to select the regressors using a forward

stepwise methodology (Online Appendix E). Our key predictions are ultimately unaffected.
Finally, as a complement to the estimates in Tables 4 and 5, we used the ratio of average salary

to overall compensation as an alternative dependent variable (Online Appendix G). The main

13We excluded some covariates which may drive the key outcome of the study.
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24 Md. A. MIA et al.

results in terms of the effects of WOMSTAFF on (LN(AVGSAL/AVGB)) are not significant, indi-
cating that the two variables are likely to co-move as the share of the female workforce increases.
From previous regressions, we obtained evidence that WOMSTAFF increases the denominator of
AVGSAL/AVGB more than the numerator.

5 CONCLUSIONS

Considering the gender diversity debate in microfinance, this study contributes to the existing
literature by investigating the relationship between women’s workforce representation in MFIs
and both the average base wage paid to the employees and the overall monetary compensation,
including bonuses and other monetary benefits.
Using a large database composed of 2,545 MFIs worldwide for the period 2008–18, we have

found that a larger share of women staff members, considered at any layer of the MFI’s structure,
leads to higher employees’ overall compensation while having weaker or non-significant effects
on basewages. This tends to support the hypothesis that in themicrofinance sector, women do not
receive a substantially different base salary than men, but instead, they may earn higher bonuses
and other performance pay benefits.
The data available for this study do not allow us to identify whether the increase in the women

workforce is associated with any significant change in the compensation of all staff or only that
of women. Nevertheless, according to the literature on performance pay, the latter is considered a
more direct and objective measure of individual workers’ productivity than the base salary (Mad-
den, 2012). This leads to cautiously inferring that it is the higher women’s performance pay that
drives the overall increase in employees’ compensation.
The literature on the role of women workforce in microfinance provides support for the fact

that women can outperform their male counterparts because theymakemore responsible choices
(Alves et al., 2015), and take on decisions that are valuable to the MFI in terms of efficiency and
profitability (Augustine et al., 2016, Ghosh & Guha, 2019, Vishwakarma, 2017, and Hartarska &
Nadolnyak, 2012), thus deserving higher compensation. Other studies recognize the role of gender
affinity between staffmembers and theMFIs’ clientele (Byrne et al., 1971; Solakoglu&Demir, 2016)
as a means to expand the volume of loans, also by creating products and services that better suit
their women clientele (Thomas & Ramaswamy, 1996).
Overall, our study partially rejects the widely held apprehension of the existence of gender pay

discrimination in the microfinance industry. The strength of this study is that it consists of the
first attempt to estimate how the share of the women workforce affects employees’ compensation
in a rapidly expanding and women-centered sector, both in terms of staff hired by the MFIs and
in terms of customers served. Another strength is that it separately analyses base wage and bonus
payments. A possible shortcoming is that it does not perfectly identify the effect of the presence of
women on average pay differentials betweenmen andwomen, but rather on the averagewage and
overall compensation considering all of the MFIs’ employees. Therefore, we suggest that further
research collects data on gender-specific compensation to investigate more in-depth the pattern
of possible gender pay gaps.
Our empirical findings provide a positive signal to social investors that theMFI is committed to

the social performance of financial inclusion, also regarding gender pay gaps. Our outcomes also
motivate further research in this area, to segregate the effect of gender diversity on the various
organizational ladders in MFIs. Finally, additional research could go in the direction of investi-
gating in more depth the link between women’s presence in MFIs and the various components of
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GENDER PAY GAP IN THE MICROFINANCE INDUSTRY 25

their remuneration, such as the base salary and incentive bonuses, to understand what the pos-
sible merits of women within the staff are, as well as their objectives in terms of placing loans to
customers.
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