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Abstract 
Although the roles of women have evolved with the urbanizing world, conven-
tional house designs have failed to accommodate the spatial needs of the con-
temporary woman. The majority of houses in Pakistani cities are owned, de-
signed, and constructed by the male head of the family. After surveying forty 
houses in Lahore, it was revealed that there are issues of hygiene and privacy for 
women, who are usually ignored in the process of building homes. This is the 
case despite the fact that they are the primary users, who spend most of their time 
at home, either as housewives and/or as entrepreneurs running a business from 
home. Presently, there are numerous NGOs in Pakistan working towards women 
entrepreneurship but there is a disconnect between entrepreneurship, Islamic 
traditional values and empowerment. This paper will try to build an assembly for 
women empowerment through the outcomes of entrepreneurship and their in-
volvement in household decisions based on Islamic traditional values. 
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1. Housing – A Shelter, a Home 
Housing is a major infrastructural element and an integral part of the community 

fabric. It has a profound impact on the social, economic, and physical 
character of a community. The International Labour Organization in 
1976 introduced shelter along with clothing and food as a basic need.1 
Provision of appropriate housing is important for the economic and so-
cial wellbeing of society. It typically constitutes 15% to 20% of house-
hold expenditures. For many women, especially those who are self-
employed, their house is their place of work. Apart from economic and 
physical benefits, housing also has significant social benefits comprising 
of sanitation facilities, access to local educational and health facilities, 
welfare and the impact of shelter.2 About 900 million dwellers of urban 
areas continue to live in squalid building units called “slums.” They have 
proliferated over the last 20 years. The Millennium Development Goals 
have recognized the urgency of addressing this issue, with the prime tar-
get being to significantly improve a minimum of 100 million slum dwel-
lers’ lives approximately by 2020.3 “Achieving this will require new 
ways of addressing critical issues such as access to land for housing, se-
cure tenure, provision of basic services and improvements in housing for 
the urban poor. It will also mean supporting the incremental processes by 
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which low income households build, since this is how most dwellings are 
built or improved. Creative measures and new ways of financing these 
must be found.”4 

2. Housing Shortage in Pakistan 
Pakistan’s poor people, like their counterparts in other developing countries, are 

exposed to housing shortages. The 1980 housing census shows that the 
housing units in Pakistan increased only by 2.1% with a 3% population 
increase. The International Bank for Reconstruction and Development 
(IBRD) shows that residential plot development rate and infrastructural 
facilities provision were inadequate to meet the increasing demand. Due 
to elevated inflation of building materials on the demand side, the ability 
of poor people to afford and find a method to construct a house has been 
significantly lowered.5  

3. Translating Urban Growth into Demand for Housing 
In the South Asian country of Pakistan, the concentration of economic activities 

in the cosmopolitan cities including Karachi and Lahore has always at-
tracted the people living in rural settings.6 There has been rapid growth 
of urban areas in Pakistan since the 1980s at a rate of around 77 percent 
during 1981-93, which indicates a high level of “rural-urban transforma-
tion.” This process of urbanization has created a multitude of problems; 
the shortfall in services including housing and infrastructure are among 
several challenges. As elaborated by Ghaus & Pasha (1990), the con-
struction of new housing units has been limited due to the slow rate of 
residential plot development in Pakistani cities and deficient municipal 
infrastructure. On the other hand, an increased building material price 
has reduced housing affordability. However, poor people find their ways; 
residential densities have increased due to slums and squatter settle-
ments. 

4. Housing Microfinance 
Microfinance is an economic innovation believed to spearheaded by the Grameen 

Bank in Bangladesh. It anticipates the provision of various financial ser-
vices and products to low-income people. It is an informal platform 
through which small loans are given to those living in poverty to stimu-
late entrepreneurship. Low-income people who are deficient in providing 
collateral do not have permanent employment and a certifiable credit 
record. As such, they cannot meet the minimum eligibility criteria to gain 
access to banking credit. Microfinance has filled this gap and enabled 
these very disadvantaged people to have the chance to have some sort of 
access to capital and thereby get involved in self-entrepreneurship.  

For many, “Microfinance is nothing short of a revolution or a paradigm shift.”7 
The most appealing aspect is that the financial simulations of microfin-
ance sprang out from experimentations in a developing country like Ban-
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gladesh rather than from “adaptations of standardized banking models” 
of developed countries. This movement is expanding gradually to deliver 
small-scale loans, insurance, saving accounts and other wider financial 
assistances in low-income communities. “They are indeed unlocking the 
productive potential of the poor by growing small businesses.”8 

Armendariz and Morduch (2007) said that, “On average, microfinance institu-
tions lend $120 per loan with a maturity period up to one year. Commer-
cial banks would realize no profit because of high transaction costs in 
such a small loan size with longer maturity periods. The lack of banks 
does not mean that poor individuals are unable to borrow. They do, but 
from informal sources such as moneylenders, neighbors, relatives, and 
local traders. Such lenders often have more information on the loan tak-
ers (and effective means of enforcing contracts) that banks lack. Their re-
sources, however, are limited. Microfinance presents itself as the latest 
solution to the age-old challenge of finding a way to combine the banks’ 
resources with the local information and cost advantages of neighbors 
and moneylenders. Like traditional banks however, microfinance institu-
tions can bring in resources from outside the community; “Microfinance 
is not the first attempt to do this, but it is by far the most successful.”9 
Microfinance resonates with the finances of poor people because it 
sprang out of their culture and was developed specially with their re-
quirements and potencies in mind. “The urban poor generally lack regu-
lar and high incomes and do not have any security to offer for collater-
al.”10 Conventional banks and financial organizations avoid these people 
because they lack credit worthiness.11  

“The poor people have consistently relied on informal sources, such as savings, 
informal loans from friends and family, remittances from family mem-
bers working abroad and the sale of what so ever asset they have like 
jewellery or dowry.”12  

However, after the development of the microfinance industry, many poor people 
are switching to it as it works with their ‘informal’ ways of living. Be-
sides assisting emergency situations and income-generating activities,13 
microfinance for house building has also gained noticeable popularity in 
many countries.  

There are few arguments that support the expansion of current microfinance pro-
grams into housing. Microfinance supports the household economy of 
micro entrepreneurs. Though the loans are apparently for business, 
people often employ these on on-going household wants, especially 
housing improvements or on emergencies. So indirectly, the enterprise 
loan was the extended credit for housing. Many loan programs learnt that 
almost 20 percent of the loan goes into housing. “A few – such as FIE in 
Bolivia - have explicitly recognized this reality and already started lend-
ing for housing, often by simply using the same instrument as that for 
microenterprise credit.”14 
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ACCION, an international microfinance agency suggests that many low-income 
families build their houses one step at a time in a process known as pro-
gressive build. They add water and sanitation facilities to a basic house, 
improve roofing and gradually add new rooms. ACCION uses this pro-
gressive build concept in the design of housing microfinance products. 
Loan amounts average $1,000–$1,500 with average loan terms of 18–24 
months, slightly larger and longer term than typical microenterprise 
business loans, but far smaller and shorter term than traditional mortgag-
es. Lenders do not require a title to guarantee the loan and are willing to 
accept less formal types of collateral, making the financing more access-
ible to low-income borrowers. Borrowers complete the construction of 
their homes through a series of loans. With this kind of financing, young 
families can begin improving their housing sooner because they don’t 
have to wait until they can afford a whole-house mortgage, and they pay 
less in total interest costs.”15 

5. Housing Shortage and Women 
In Pakistan, it is very difficult for a Muslim woman practicing purdah16 in an un-

planned house with no consideration for privacy; it is very difficult for 
her to be in purdah throughout the day. Also, the kitchens are visible 
from public areas, where the home-making woman spends most of her 
time. There are also issues of hygiene and privacy. Sometimes, kitchens 
are not properly ventilated, usually adjoined by bathrooms. There are 
usually no separate private spaces for women. The houses are not even 
designed for women who run businesses, as there are no purpose-built 
workspaces in a house. 

6.  Microfinance and Women Under Islamic Finance 
Contrary to modern financing procedures, the concept of Islamic financing pro-

hibits interest.17 As more than 95% of the population of Pakistan is Mus-
lim,18 Islamic financing is growing rapidly to the point where this phi-
losophy accounts for 3.8% of the total deposits in the banking sector of 
Pakistan. Microfinance strategies adopted by Pakistani banks are a 
somewhat recent development. After the promulgation of an ordinance in 
2001, six microfinance banks and many NGOs boosted microfinance 
practices. Microfinance reached three million customers in 2010.  

Islamic teachings encourage Muslims to give donations in the form of zakat, 
ushar, and sadqa to the poor. Zakat is obligatory for every rich Muslim 
to give to the poor. It is 2.5 percent of the total wealth.19 In Islamic mi-
crofinance, wealthy Muslims sometimes contribute funds through dona-
tions to give to the poor for micro-loans and this is considered an act of 
worship.20 

Among dozens of Pakistani NGOs and banks, it has been noticed that the NGO 
Akhuwat practices Islamic strategies for disbursing loans; firstly the loan 
amount is interest free. Secondly, it markets and disburses the loan in 
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mosques, which are considered sacred religious places of worship. Each 
NGO branch is located within or just outside the mosque’s premises so 
introduction to the program is also given when people congregate there 
after prayers. Hence, people assume that the NGO is sincere and is not 
lying in a holy place.21 

The standing of Muslim women varies in different parts of the world according 
to interpretation of Islamic law and religion. The doctrine of Islam that 
came from the revelations to Prophet Muhammad (SAW) about 610 C.E. 
was sympathetic towards women’s rights. The role of women in Muslim 
societies has been driven by various economic, social and financial fac-
tors including increases in urbanization and technological advancement. 
In most Islamic and developing countries like Pakistan, people cannot af-
ford to confine women to do only household work; additional work is re-
quired to support the family.22 

7. Microfinance and Women in Pakistan 
Women empowerment through microfinance is one of the important issues in 

developing countries. Women are a central part of any society but their 
participation is very low in economic activities. “Microfinance plays a 
significant role in improving women decision making through participa-
tion in economic activities.”23 The majority of microfinance programs 
tend to explicitly empower women. However, the means vary, some pro-
grams highlight women as being among the poorest and underprivileged 
populations. Other programs argue that investment in women’s human 
potential enables them to consider options in economic development and 
growth.24  

According to Barr (2005), microloan programs have increased a lot within the 
past years and almost twenty-seven million people, mostly women, have 
borrowed from the loans.25 Over the past few years, policy makers and 
microfinance institutions have gravitated towards women for their pro-
grams to deliver wider social benefits. Evidence from literature shows 
that the wellbeing of families, particularly that of children is affected 
positively by an increase in women’s resources.26 Finally, prevalent mi-
crofinance institutions prefer women as members because of their reputa-
tion for being trustworthy borrowers, thereby backing their financial sus-
tainability.27 Indeed, there exists a large bulk of confirmation which 
proves that women are more likely to spend and benefit the entire house-
hold than a male counterpart.28 Increasing resources in female hands has 
a larger impact on welfare of the family and at large on the community.29 

According to Kabeer (1998), increased credit access had enabled women to nego-
tiate for better decision making power, thereby subsequently increasing 
empowerment.30 “Microfinance services lead to women empowerment 
by influencing their decision making power at household level and thus 
their overall socioeconomic status.”31 Hashemi (1996) argued that with 
positive effect of microfinance, women got more empowerment to con-
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tribute to household income.32 Cheston and Kuhn (2002) stated, “Micro-
finance programs have the potential to transform power relation and to 
enhance women empowerment. Although female access to financial re-
sources has been substantially increased, loans given to women differ in 
sizes. It has been shown that just to provide the access to financial re-
sources is not enough to empower women and improve their well-being. 
Microfinance does not address all the barriers to women empowerment 
but if they are properly designed, they are an important contribution to-
wards women empowerment.”33 

Home ownership and retrieving financial capabilities is principally difficult for 
women in Pakistan, who usually do not own land and other property to 
be used as collateral. According to Niethammer, Saeed, Mohamed, 
Charafi, a 2007 UNICEF Report discovered that Pakistani women owned 
less than three percent of the total housing plots surveyed, even though 
Islamic shariah law clearly gave entitlement to the women to inherit land 
and property.34 According to Hussein and Plateau (2006), male borrow-
ers have 3.5 times more access to financial services than female borrow-
ers in Pakistan; the average size of loans allocated to the women was Rs. 
8,050 while for male clients the average was considerably higher at 
Rs.19,382.35 

Further to financial constraints, women in Pakistan face a mobility barrier, which 
includes traveling for business purposes, not only as a result of poor in-
frastructure but also due to the social and cultural norms that still dis-
courage women from going outside and moving freely in the community. 
This limited mobility often restricts their choice of business, with the re-
sult that most women engage in businesses that do not require mobility 
and which also, typically, only require contact with other women, for in-
stance, beauty salons.36 

The following table provides survey results attempting to explain barriers to bor-
rowing by gender in Pakistan: 

Table 1: Reasons for not Participating in Microfinance 

Most obvious reason in 
Pakistan not 

borrowing large 
loans 

(Rs. 1000 or above) 

No reason to 
borrow 

Do not like 
asking 

for 
loans 

Complicated and 
lengthy pro-

cedure 

On religious 
grounds 

No collateral 

vailable 

Other reasons 

All Pakistan  59% 17% 8% 2% 10% 4% 

GENDER 

63 13 13 3 7 3 

Female  57 20 4 1 12 5 
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Source: Report and Recommendation of the President to the Board of Directors on the 
proposed Loan to the Islamic Republic of Pakistan for the micro finance sector develop-
ment program, November 2000.  

As visible in the table, most women do not like to ask for a loan; the other big 
percentage had no collateral to offer while applying for a loan. 

8. Evidence of Islamic Housing Microfinance Practiced by Pakistani 
Women 

To gather local data about microfinance practices in Pakistan, women who en-
gaged in incremental house construction with and without microfinance 
were interviewed. An experience of house construction of forty women 
has been explored. 

In-depth interviews with looking and listening surveys were used as data collect-
ing tools. First of all, an NGO disbursing both housing and business 
loans was contacted. It was asked to provide names of the women who 
had completed the construction of their houses with the help of housing 
microfinance and the women that had only borrowed the enterprise loan. 
Furthermore, in order to explore the difference in incremental housing of 
the houses performed without microfinance, the women residing in the 
same neighbourhood were approached and interviewed. As there are not 
many organizations offering both micro-loans for business and housing, 
the NGO-Akhuwat was referenced to capitalize on the experience of bor-
rowing micro-loans. Questions related to women’s experience with mi-
crofinance and incremental housing process were asked. 

The key findings are elaborated below: 

8.1 Need of Increment 
Various factors support the process of incremental housing for women. In a di-

rect question, the participants were asked about the need behind every 
increment of construction. The dominant reason was increase in family 
size due to marriage of a family member or the birth of a child.  

Figure1 shows the increase in family size and the number of stories in the incre-
mentally constructed house of Sehrish (an incremental developer). 
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Figure1: Graph Showing Increase in Household Size with Corresponding Increase 

in Number of Stories in Sehrish’s House 

Increase in family size also sometimes changes the character of a room as shown 
in Figure 2 below: 

 
Figure 2: Drawing Room Converted into Bedroom for Newly Wed 

In some cases, the need to construct a new room arises when children grow up. 
Some women desire to increase the household income by renting newly 
constructed rooms or sometimes for business purposes. Figure 3 shows 
an embroidery shop which has been opened by constructing a room adja-
cent to the house. 
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Figure 3: A House with Adjacent Embroidery Shop 

Some women have converted rooms for use as a working place as shown in Fig-
ure 4 below where a guest room is transformed into a beauty salon. 

 
Figure 4: Guest Room in House Converted into a Beauty Salon 

8.2 Source for Observing Purdah 
For a woman, apart from financial and economic functions, a house may also 

serve a specific cultural purpose. For example, the house of an extended 
Muslim family practicing purdah requires a separate space for female 
family members. Moreover, female members require adequate housing 
because they often combine roles of regeneration, income generation, 
and physical management of the house itself.37 In one case, after the 
death of her husband, a widow succeeded in maintaining privacy with the 
help of housing microfinance and constructed a boundary wall around 
her house to maintain her privacy from the community. 

8.3 Raising Children with Work 
In many cases, women run business from their homes, like Sadia, who acquired a 

business loan of Rs. 10,000 to start making rose arq (nectar). She is able 
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to make a fair contribution to her household along with raising her chil-
dren. In another case, as shown in Figure 5 below, Nazia, mother of two, 
opened a shop in her house with a business micro-loan. Her father, a re-
tired government servant, helps her maintain and sell things in the shop 
while she takes care of her children. 

 
Figure 5: Shop in a House Opened by Nazia with Business Microfinance 

8.4 Interest Free Loan Amount 
NGO Akhuwat which offers interest free loans, was appreciated by majority of 

the women. In a direct interview question, all participants were asked 
about their preference regarding borrowing from Akhuwat. Most recog-
nized and valued that Akhuwat loans are interest free.  

8.5 Group Savings 
In Pakistan, there is a culture of group savings called kameti (extracted from the 

English word committee), where a small group of people, usually 
women, contribute a fixed amount of saving for a certain period of time 
and the accumulated money is given to a member whose name comes in 
a lucky draw. Consequently, every participant obtains her saving turn by 
turn. It is very common in Pakistani communities, and works with a so-
cial control mechanism of peer pressure rather than conventional collat-
eral. 

Most of the time, the households combine multiple sources of finance including 
pensions, loans from relatives, personal savings, micro-loans, kameti, etc. 
in order to adjust the amount for the need. The following figure is an ex-
ample of Zainab’s house, which underwent its fourth construction in 
2006 with a housing micro-loan. Each construction has different sources 
and amounts of finance. 
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First Floor        First Floor          First Floor             Second Floor      Second Floor 

              Step 1                            Step 2                      Step 3                         Step 4 
Figure 6: Multiple Sources of Finance in Zainab’s House Incremental Construction 

8.6 Barriers for Women 
The following section highlights the barriers faced by women while experiencing 

housing and/or microfinance: 

8.6.1 Lack of Technical Knowledge 
Lack of technical knowledge about incremental construction results in un-

hygienic conditions for women, wastage of money and construction ma-
terial. In an incrementally developed house, the spaces are not planned 
according to their use but as the need arises as shown in Figure 7 and 8 
below, the bathroom is constructed adjacent to the kitchen; also the bath-
room entrance, drainage of kitchen, and food storage are all in the same 

place. 
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Figure 7: Kitchen and Bathroom Constructed Adjacent to Each Other 

 
Figure 8: Bathroom Entrance, Drainage for Kitchen and Food Storage at One Place 

8.6.2 Difficulty in Transporting Construction Material 
Most women faced difficulties in bringing material and labor from far off places. 

Others have trouble in finding the contractors, etc. Nevertheless, local 
factors like market conditions impact the overall cost of building materi-
als. The construction work of most was stopped because of increased 
transportation costs, low finances and non-availability of construction 
material.  

 
Figure 9: Clothes are Used Instead of Doors and Windows Due to Lack of Finances 
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Figure10: Incremental Construction of a House Stopped 

Due to Non-Availability of Funds 

8.6.3 Lack of Housing Support from Government 
There was general agreement among all participants that the Pakistani Govern-

ment is not helping the poor, especially women to acquire housing. There 
are no specific laws that support women to acquire land, construct a 
house or to borrow micro-loan on laid-back conditions. 

9. Conclusions and Recommendations 
Pakistan has 48% female population. Point of consideration is that if all the 

women sit at home idle, it means half of the population remains idle. The 
requirement of the day and of the present age is that women should play 
their part and contribute towards development of the country.38 

Housing microfinance resonates with both Islamic traditions and the fluctuating 
incomes of poor women; it provides Pakistani women the tools necessary 
for prosperity, not only for themselves but also for their families and the 
communities they live in. It has been witnessed that houses planned and 
built according to their specific needs are more productive. Greater po-
tential for achieving scale and sustainability can be realized if financial 
institutions and governments work together.39 To achieve this end, the 
following are a few policy guidelines: 

9.1  Provision of Technical Assistance 
Before disbursing housing loans, other activities have to take place such as a sur-

vey of the house concerned, training in technical skills and organizing 
community groups. By hiring female architects, the family would have a 
better understanding of the needs of women, such as the importance of 
workshop and kitchen inside the house. The woman may then not feel 
suffocated in a place where she has to spend almost half the day; and 



Volume 4, Issue II        Journal of Islamic Thought and Civilization  Fall 2014 

51 

most importantly, to maintain purda while not being completely discon-
nected from the outer world. 

An example of a modular house is one that has been designed by keeping needs 
of a woman entrepreneur in mind and which can be extended with time 
as the family grows or as more finances become available. The design re-
lates to the traditions of local people with capacity of 7 people. The 
house plan (Figure 11) includes three bedrooms, two washrooms, a 
kitchen, a workshop and central social area. A screen separates the work-
shop area. The units had a two-storey plan with bathrooms and the 
kitchen placed on the same wall in order to optimize services installa-
tions. 

 
Figure11: Sample Incremental House Plan for Women Entrepreneurs 

9.2 Create Women-Specific Loan Products 
The Pakistani Government should encourage microfinance institutions to adopt a 

targeted, articulated gender focus as part of the national strategy to ad-
dress women’s empowerment. By providing women-only credit win-
dows, female staff, and trained personnel adept at serving the banks’ fe-
male clientele, much can be done to foster a female micro-client base.40 

9.3  Creation of Community Organizations  
Localized community organizations have the capacity to serve the scale of needs 

that exist within their area because each is tailor-made to suit the particu-
lar circumstances of their local context. Although relatively small, local-
ized operations may be more effective than big centralized ones, allow-
ing eventually for personal knowledge to replace legal requirements and 
paperwork. Women are especially attracted to community groups be-
cause they have more relationship with others in the family and in the 
community. Community organizations also create a venue for meeting 
regularly and for learning from others; community organizations can act 
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as saving banks and can channel revolving funds gathered through com-
munity savings. This can reduce the overhead of any formal lending in-
stitution spent on management of loan disbursement and repayments.  
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10.  Discussion 
The more financially secure a woman is, the more role and importance she will 

have as she will be allowed to become more empowered in household 
and community affairs. The assets from the father have a dominant place 
in their empowerment, and therefore, in decision-making of women in 
the household. In the cultural setup of Pakistan, instead of giving the 
share from property or business, the women are given dowry at the time 
of their marriage. This financial support makes the women more auto-
nomous. However, “Access to resources alone does not empower women 
but also, access to material (credit, property, and money), human and so-
cial resources (education, business) also matters. Microfinance affects 
women's ability or decision making and self-confidence which are 
closely linked with knowledge, women's status and gender relations in 
the household.”41 It was evident from the interviews that micro-loan 
whether taken for housing or business, makes up a noteworthy bridging 
resource that allows for the necessary financial support to poor women in 
order to construct their houses incrementally and establish their busi-
nesses inside. 

Various studies indicated that increasing women’s resources directs greater ex-
penditure towards children and results in the improved education and 
health outcomes of the whole family.42 It has also been witnessed that 
when a woman runs a business inside the house, the standard of living 
and conditions in that house are far better than the neighbouring houses, 
their children attend school, and the women look happier and active.  

Evidence from this research and literature shows that the wellbeing of families, 
especially of children, is affected positively by an increase in women’s 
resources.43 In 2001, Moore and Cosco suggested that children are 
knowledgeable about the housing conditions they are living in and that 
fear of losing their home can be a cause of great anxiety.44 The majority 
of microfinance institutions also prefer women as members, because of 
their reputation for being reliable borrowers, thereby contributing to fi-
nancial viability.45  

However, as discovered in this study, houses constructed with housing microfi-
nance make up a noteworthy bridging resource that allows poor women 
to construct their houses incrementally and establish indoor businesses 
such as beauty salons, a small grocery shop or a tailoring space.46 In this 
way, whilst staying at home, women have some additional income and 
can raise their children simultaneously. The story of these few women 
told us that housing microfinance resonates with both Pakistani traditions 
and the fluctuating incomes of poor women.  
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