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Abstract
This study examines the influence of green microfinance (GMF) on women's empowerment 
(WE) through the mediating role of financial literacy (FL), integrating human capital theory, 
capability approach, and experiential learning theory. Based on a survey research design, data 
were purposively collected from 250 women affiliated with three leading microfinance institutions 
(MFIs), each having at least a minimum participation period of six months. Data were analyzed 
using Structural Equation Modeling. The findings revealed that GMF significantly influenced FL 
but did not have a significant effect on WE. Moreover, the relationship between FL and WE was 
supported, and the mediating role of FL in this relationship was also confirmed. This indicates 
that GMF fosters empowerment primarily by enhancing women’s financial knowledge and 
decision-making abilities. The study extends microfinance and feminist empowerment theories 
by introducing the environmental dimension of GMF and positioning FL as a key mediating 
factor. 

Keywords: Financial literacy, green microfinance, microfinance institution, women 
empowerment



 186 	 Sedhai et al. (2025): Green Microfinance and Women’s Empowerment….

IDJINA: Interdisciplinary Journal of Innovation in Nepalese Academia - Volume 4- Issue 2, 2025

Introduction
WE have been widely acknowledged as a multidimensional development priority  
(Lwanba et al., 2022) that serves as a fundamental driver for economic inclusion, enhances 
household well-being, and improves community resilience (Gupta et al., 2024). Contemporary 
studies demonstrate that empowerment serves as an enabler for both access to resources 
and the capability to translate those resources into meaningful outcomes (Sen, 1999). 
Despite the global progress in the gender equality initiative, women's participation remains 
disproportionately excluded from the formal financial system, ownership of productive 
assets, and discretion in decision-making opportunities (World Bank, 2023). In contrast, this 
scenario rarely aligns for women in developing countries.  Financial exclusion continues to be 
a critical constraint: globally, 740 million women remain unbanked, and in Nepal, only 42 % 
of women have access to formal financial services (World Bank Global Findex, 2023), a lower 
level of FL demonstrating structural constraints (OECD), 2021; Thapa & Pokharel, 2020) that 
limit financial agency despite increasing economic engagement. 

Microfinance emerged as a pivotal tool to bridge such inequalities by expanding access 
to credit. However, the effectiveness of traditional microfinance in promoting sustained 
empowerment outcomes has been increasingly debated. Empirical studies highlight several 
limitations: inadequate financial skills among borrowers, over-indebtedness, and limited 
shifts in intra-household bargaining power (Bateman & Chang, 2012). In response to these 
concerns and the rising urgency of climate change, GMF has gained prominence as a financial 
innovation that integrates microfinance with environmental sustainability. This aligns directly 
with the Sustainable Development Goals (SDGs), particularly SDG 5 (Gender Equality), SDG 
1 (No Poverty), and SDG 13 (Climate Action). GMF promotes eco-friendly products, such 
as solar technologies, clean energy cookstoves, and climate-resilient agricultural practices, 
to simultaneously improve livelihoods and environmental outcomes (Goyal & Kumar, 2021; 
Yadav et al., 2023). While this approach is promising, its empowerment potential remains 
theoretically and empirically underexamined. However, despite their potential, GMF 
initiatives have not always achieved transformative outcomes, partly because many women 
lack the FL, which is needed to effectively manage loans, plan investments, and make informed 
decisions about environmentally responsible ventures (OECD, 2021; Yadav & Pathak, 2023).

Studies have shown that FL emerges as a critical mechanism linking the relationship between 
GMF and empowerment, but it is understudied.  FL fosters the ability to understand the 
financial aspect, plan and utilize resources, assess risks, and exercise agency in enterprise-related 
and household-related financial decisions. It can enhance managerial and cognitive skills 
that can support in transforming financial access into improved psychological and economic 
outcomes. However, as the 2021 Global Findex Database highlights, financial literacy rates 
among Nepali women remain among the lowest in the region. 

While existing literature has examined either the socio-economic outcomes of microfinance 
(Yunus, 1998; Kabeer, 1999) or the environmental benefits of green finance (Goyal & Kumar, 2021), 
few studies have integrated these streams to understand how GMF and FL jointly influence 
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women’s empowerment. Pei (2024) conceptualized GMF as an empowerment mechanism 
but seldom tested the mediating role of FL within developing-country contexts. Additionally, 
prior research (Sapkota & Bista, 2022; Thapa, 2024) has often treated microfinance and FL as 
independent variables affecting empowerment. 

Nepal provides a compelling empirical setting for this study. Expanding the microfinance 
sector, policy-level emphasis on gender responsive inclusion, rising climate vulnerabilities, 
and growing GMF initiatives. The FL of women remains significantly low in Nepal, explicitly 
creating a bottleneck in the efficiency of GMF initiatives. The outcomes of GMF initiatives 
remain unclear regarding converting green financial initiatives into greater autonomy, 
discretion in decision-making, and economic independence. 

Grounded on human capital theory (HCT; Becker, 1993), the capability Approach (Sen, 1999), 
experiential learning theory (Kolb, 1984), and microfinance and women’s empowerment 
theory (Yunus, 1998), this study examines the influence of GMF on WE in Nepal through 
the mediating role of FL. The study significantly contributes to the fields of gender studies, 
development economics, and sustainable and behavioral finance, as well as provides actionable 
insights for policymakers, MFIs, and international development partners to design financially 
literate, gender-responsive, and environmentally sustainable development models. 

Literature Review and Hypothesis Development

Green Microfinance and Financial Literacy

HCT entails that investment in knowledge and skills enhances individuals’ productivity 
and decision-making capabilities (Elrehail et al., 2024). GMF, by integrating financial and 
environmental objectives, functions as a form of human capital development, providing 
women with access to credit while simultaneously cultivating financial and ecological 
awareness. Karlan et al. (2022) highlighted that participating in GMF programs empowers 
women to gain experimental financial knowledge through activities such as budgeting, 
saving, loan payment, and assessing eco-friendly investments. 

Likewise, Mahmood et al. (2023) demonstrated that when MIs embed green financing within 
their operations, they not only increase women’s financial inclusion but also encourage 
them to make environmentally responsible choices, thus extending their economic 
and social capabilities. Managing small loans for eco-friendly enterprises or renewable 
energy technologies stimulates learning cycles where women can reflect on financial 
outcomes, internalize lessons, and adapt behaviors for improving financial management  
(Luo & Cheng, 2023).  

GMF has a significant impact on FL, a relationship that explicitly extends beyond the 
conventional microfinance perspectives.  The influence of GMF serves as a powerful engine 
for experimental learning (Akhter et al., 2021). Empirically, Zhang et al. (2018) found that 
participation in microfinance significantly improved women’s financial knowledge and  
credit-handling abilities in rural China. In East Africa, the defined costs and predictable 
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savings of clean energy loans enable individuals to develop investment appraisal skills, and 
in India, GMF loans educated borrowers in intertemporal analysis, sharpening their skills 
to calculate the opportunity cost of long-term benefits against immediate costs. Likewise, 
participating in the GMF program in Bangladesh translated into behavioral changes, which 
led to an 18% growth in savings and greater income diversification (Hossain, 2023). These 
findings highlight that GMF is not merely a financial service mechanism but a practical 
avenue for promoting sharpening financial rubrics. Therefore, the study hypothesizes:

H1: Green Microfinance is positively related to Financial Literacy.

Green Microfinance and Women Empowerment  

GMF can enhance FL by providing women with access to financial services, practical exposure 
to financial tools, and enhancing their economic and decision-making potential. Studies by 
Uddin et al. (2020), Lee and Huruta (2022), and Mahmood et al. (2023) highlighted that 
the GMF program can enhance the bargaining power, access to financial resources, and 
participation in community as well as in household matters. GMF helps individuals in 
environmentally oriented financial initiatives, which promote economic inclusion but also 
inculcate social and psychological empowerment (Van Niekerk, 2024). 

By providing women with capital for environmentally sustainable assets, such as solar home 
systems, biogas units, or organic farming inputs, GMF directly enhances their economic 
capabilities and creates new streams of income or cost savings (Hossain, 2023). This control 
over financial  resources  is a fundamental precondition for empowerment. According to 
Feminist Empowerment Theory (Mayoux, 2005), support of financial resources fosters 
women to challenge the rudimentary gender norms, increase their autonomy, and bargain 
for equitable relationships within households and communities.  In addition, MFIs support 
in eliminating poverty, enhancing agency, and improving the social status quo, especially 
among women in marginalized societies (Egharevba et al., 2016).  Thus, GMF can promote 
the economic and non-economic aspects of WE. 

Crucially, the nature of GMF extends this empowerment beyond the purely economic.  
GMF empowers women to participate in environmentally conscious projects such as waste 
management, climate-resilient agriculture, organic farming, solar energy installation, and 
environmentally friendly entrepreneurship (Egharevba et al., 2016). These initiatives often 
position women as leaders in community-based and climate-resilience projects, thereby 
enhancing their social standing, decision-making power, and ultimately extending beyond 
financial management (UNESCO, 2020). 

Empirical studies across South Asia and beyond support this mechanism. In Bangladesh, 
women are involved in GMF programs, demonstrating improved autonomy, confidence, and 
leadership capacity (Uddin et al., 2020), whereas in India, GMF initiatives enhanced women’s 
resilience to both economic and environmental shocks.  Furthermore, in Indonesia, GMF 
projected significantly improved collective agency, environmental decision-making, and 
social participation (Sabrina & Putra, 2025), whereas in Nepal, GMF initiatives reinforced 
self-efficacy and community leadership (Joshi, 2023). 
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Collectively, GMF not only empowers financial aspects but also holistically works as a 
mechanism for multi-dimensional empowerment, fostering psychological, social, and 
economic well-being among women. Therefore, the study hypothesizes:

H2: Green Microfinance is positively related to Women’s Empowerment.

Financial Literacy and Women's Empowerment 

FL is widely recognized as a critical enabler of WE, providing the knowledge, skills, and 
confidence necessary to make informed financial decisions (Kumar et al., 2023).  Financially 
literate women are better equipped to manage household resources, assess financial risks, 
allocate savings efficiently, and participate in investment decisions, thereby increasing their 
agency and empowerment (Andriamahery & Qamruzzaman, 2022).

Empowerment theory demonstrates that FL equips women with the cognitive tools to access 
financial risk and opportunities (Yoganandham et al., 2024).  This comprehension fosters 
superior financial behavior and builds confidence, thereby strengthening women's bargaining 
power within the household and economic decision-making.   

Empirical evidence robustly supports this pathway from knowledge to agency (Singh et al, 2019; 
Paier et al., 2016). Studies in developing economies show that financial literacy directly 
correlates with metrics of empowerment. For instance, Kumar et al. (2019, 2020) found that 
financially literate women in India and South Korea exhibited significantly greater involvement 
in household financial decisions and entrepreneurial pursuits, indicating a direct assertion of 
agency. The findings of Lee and Huruta (2022) are particularly illustrative; they demonstrated 
that financial literacy training within microfinance programs was the critical factor leading to 
women's increased autonomy and confidence in community participation, underscoring the 
role of FL as a catalyst. 

Empirical evidence from South Korea and India highlighted that financially literate women 
exhibited greater involvement in entrepreneurial pursuits and household decision-making 
(Mishra et al., 2024; Poudel, 2024), whereas in Nepal, FL was directly associated with enhanced 
financial capabilities of the women, such as improved financial planning, greater control over 
financial matters, and participation in household and community decisions. 

Similarly, the psychological benefits, such as mental well-being, have been documented 
by Ndung’u et al. (2019) in Kenya, which can be interpreted as an outcome of increased 
perceived control over one's financial life, a dimension of psychological empowerment  
(Kariuki et al., 2022). Thus, FL can work as both a practical and cognitive enabler of 
empowerment, significantly influencing social, psychological, and economic capabilities. 
Therefore, the following hypothesis is developed: 

H3: Financial Literacy is positively associated with Women’s Empowerment.
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Mediating Role of Financial Literacy

FL has been increasingly recognized as a critical mechanism through which GMF programs 
translate into meaningful WE’s outcomes. Studies by Uddin et al. (2020), Lee and Huruta (2022), 
and Mahmood et al. (2023) have revealed that financial knowledge and skill constitute a form 
of capital, which enables individuals to maximize the opportunities from GMF resources. 
The GMF offers the opportunity structure, whereas FL equips women with the key skills and 
mindset necessary to realize empowerment (Van Niekerk, 2024). In addition, the effectiveness 
of GMF programs (green loans, financial capital, and sustainability-focused training) depends 
not only on the financial resources but also on the ability to apply these resources strategically 
(Egharevba et al., 2016). Thus, FL acts as a capability-enhancing mechanism that enables 
women to translate GMF resources into income-generation, enhanced financial behavior, and 
long-term economic gains, pivotal elements of empowerment. 

Malik et al. (2019) revealed that financially literate women in microfinance programs 
achieved superior outcomes in household well-being, entrepreneurial growth, and saving 
and investment growth. GMF increases FL by exposing women to various financial products, 
training and development, and financial decision-making, and this holistically enhances 
FL, which in turn improves autonomy, economic agency, and household decision-making  
(Lee & Huruta, 2022).  Lee and Huruta (2022) also highlighted that GMF impacts WE 
indirectly by fostering FL through exposure to green investment options, financial resources, 
and structured financial training.  Accordingly, the following hypothesis is proposed. 

H4: Financial Literacy mediates the relationship between Green Microfinance and Women’s 
Empowerment

Figure 1

Conceptual Framework
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Research Methods
This study is based on a cross-sectional survey design, examining the causal relationship 
between the study variables. The study prioritized women participating in the GMF programs 
in Nepal. Women affiliated with the three leading MFIs - Swabalamban Laghubitta, Deprose 
Laghubitta, and Nirdhan Utthan Laghubitta, across urban and semi-urban districts of Nepal, 
represented the population of the study.  The purposive sampling technique was employed to 
select the participants who were actively engaged in GMF activities, each having at least a 
minimum participation period of six months.  

To ensure robustness in the study findings, the sample size was estimated using Hair et al. (2019) 
criteria, which highlighted that a sample size above 200 is considered a large sample size 
and deemed significant for the comprehensive analysis of SEM. The survey questionnaire 
was distributed among 300 women using Google Forms. 250 valid responses were collected, 
yielding a response rate of 83.33%, which is consistent with significant results in a  
survey-based study (Kline, 2016).  Data were collected over a period of three months (March, 
April, and May 2025). The questionnaire was divided into two parts, i.e., socio-demographic 
and research variables. 

As an ethical precaution, all participants were assured before the questionnaire distribution 
that their responses would be handled confidentially, used at the aggregate level, and that no 
information would be shared with third parties. 

The study employed covariance-based SEM to examine the causal relationship between study 
variables. SEM was employed because it enables a comprehensive analysis of both direct and 
indirect pathways among latent constructs while controlling for measurement errors. As 
suggested by Anderson and Gerbing (1988), a step-wise approach was used for testing the 
structural model. First, the measurement model’s internal consistency, reliability, and validity 
were examined. Next, the structural model was examined (hypotheses were tested). 

Measures and Instruments 

All the items were anchored on a 5-point Likert scale (1 being “Strongly Disagree” and 5 
being “Strongly Agree”). The study utilized a validated scale that has been widely used by 
multiple studies and has been recognized as a highly reliable instrument. 

Table 1

Measures and Instruments

Construct No. of Items Adaptation from the Studies 
Green Microfinance 4 (Atahau et al., 2020); (Atahau et al., 2021)

Financial Literacy 5 Lee et al. (2022)
Women Empowerment 4 (Atahau et al., 2020); (Atahau et al., 2021)
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Results and Analysis 

Socio-demographic profile

Among 250 respondents, most of the respondents were aged 31-40 years (45%), 65% had 
completed secondary and higher secondary education, and the majority (65%) were married. 
In terms of occupation, 50% of respondents were engaged in agriculture-related work, and 30% 
involved in small business or entrepreneurship. Likewise, 42% of the respondents participated 
for 6-12 months, and 32% participated for 13- 24 months.  In terms of occupation, 50% were 
engaged in agriculture, and 30% in small businesses or entrepreneurship, 15% were salaried 
employees, and 5% were homemakers. This profile provides context for understanding how 
green microfinance initiatives influence financial literacy and women's empowerment.

Descriptive Statistics 

The descriptive result demonstrated that all three constructs have a moderate level of 
agreement (see Table 3). Among the three constructs, FL demonstrated a slightly higher 
mean (3.48), whereas GMF revealed a moderate yet relatively lower mean (3.20).  Likewise, 
standard deviation ranged from .72 to .80, highlighting moderate variability in respondents' 
perceptions. The construct reliability exceeded the threshold value of .70 (Hair et al., 2014), 
indicating the internal consistency of the measure. 

To examine the common method bias (CMB), Harman’s single-factor test was conducted.  
The finding revealed that the single factor accounted for 27.91% of the variance, which is less 
than the cut-off value of 50%, confirming the absence of CMB in the dataset. 

The collinearity test was examined to see whether the independent variables exhibit problematic 
overlap or not. The findings revealed that the Variance Inflation Factor (VIF) score was below 
the threshold of 3.33(Knock, 2015), indicating the absence of multicollinearity issues in the 
dataset.  

According to Curran et al. (1996), the recommended threshold values for kurtosis and 
skewness were ±7 and ±2. The kurtosis value ranges from 1.51 to 3.264, and the Skewness 
value ranges from 1.11 to 1.73, suggesting normal distribution within the dataset. 

The correlation matrix demonstrated a strong and significant association with WE. GMF 
(.74) and FL (.85) strongly correlated with WE, affirming the internal consistency and validity 
of the measurement model. 

Measurement Model

Following the criteria of .60 to .70 recommended by Hair et al. (2019), the item reliability 
was assessed. Table 2 revealed that all the factor loadings are above .70, demonstrating 
acceptable convergent validity.  The measurement error variance is within the acceptable 
limits (generally < .60), indicating that each underlying construct accounts for a significant 
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portion of its variance. Thus, the indicator loading and error variances confirm that the 
measurement model is suitable for subsequent structural analysis.  Similarly, the AVE score 
of all the constructs is higher than .50, ensuring convergent validity (see Table 3). 

Table 2

Factor Loadings and Measurement Error Variance

Constructs Items Factor Loadings Measurement Error Variance

Green Microfinance

GMF_1 .64 .59

GMF_2 .79 .37
GMF_3 .74 .45
GMF_4 .66 .56

Financial Literacy

FL_1 .71 .49

FL_2 .71 .49
FL_3 .71 .49
FL_4 .67 .55
FL_5 .78 .39

Women Empowerment

WE_1 .6 .64

WE_2 .73 .46
WE_3 .75 .43
WE_4 .74 .45

Table 3

Descriptive Statistics, Construct Reliability, AVE, and Correlation Matrix

Construct Mean St. Dev Construct 
Reliability

Average 
Variance 
Extracted 

(AVE)

Correlation Matrix

1 2 3

1. GMF 3.20 .72 .82 .64 .80
 2. FL 3.48 .78 .71 .70 .92*** .84
3. WE 3.44 .80 .76 .68 .74*** .85*** .83
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Model Fit Evaluation 

Following EFA, confirmatory factor analysis (CFA) was conducted to confirm the factor 
structure between observed variables.  The Goodness-of-Fit Index (GFI) was .90, indicating 
that the model adequately reproduces the observed covariance structure. The chi-square 
statistic (χ² = 286.09, df = 74) yielded a ratio of χ²/df = 3.86, which falls within the acceptable 
range, suggesting a reasonable fit between the hypothesized model and the observed data. The 
RMSEA value of .07 further supports a satisfactory fit, remaining within the recommended 
cutoff of ≤ .08. Additionally, the Comparative Fit Index (CFI) reached .91, surpassing the .90 
threshold and demonstrating strong incremental model fit. Collectively, these indices indicate 
that the measurement model achieves an acceptable level of fit for further structural analysis.

Table 4

Measurement Model: Goodness-of-Fit and Badness-of-Fit Indices

Absolute Fit Indices Incremental Fit 
Index

Goodness-of-
Fit Index

Badness-of-Fit Indices Goodness-of-Fit 
Index

GFI Χ² DF X2/DF RMSEA CFI
.90 286.09 74 3.86 .07 .91

Note. GFI = Goodness-of-fit Index; X2 = Chi-square; DF = Degree of Freedom;  
RMSEA = Root Mean Square of Approximation.

Structural Model

The proposed hypothesis was examined using the bootstrapping technique with 5,000 
iterations with a maximum likelihood estimation approach. Similarly, the estimated path 
coefficients are derived from the path diagram shown in Figure 2.  

Figure 2

First-order Factor Structural Model
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The findings demonstrated that GMF significantly affects FL (β = .92, p < .001), confirming 
H1. In contrast, the direct path of GMF to WE were negative and significant β = –.31, p < .001), 
leading to the rejection of H2. Furthermore, the relationship between FL and WE were strong 
and significantly positive (β = .94, p < .001), providing clear support for H3. offering clear 
support for the third hypothesis.  The mediating role of FL in the relationship between GMF 
and WE was significant (β = .86, p < .01), supporting H4.  Hence, the finding revealed that 
GMF does not directly impact WE, but its effect is realized indirectly through the enhancement 
of FL. 

Table 4

Hypothesis Testing

Hypothesized Path Direct Effect (β)
Indirect Effect 

(β) p-value Decision
H1: GMF → FL .92*** – <.001 Supported
H2: GMF → WE -.31*** – <.001 Not Supported
H3: FL → WE .94*** – <.001 Supported
H4: GMF → FL → WE – .86** <.01 Supported

Note(s): ***p < 0.001, *p < 0.01

Discussions
The present study empirically examined the relationships among GMF, FL, and WE in Nepal, 
and assessed the mediating role of FL in the GMF–WE relationship. The findings provide 
critical insights into how GMF initiatives and financial knowledge jointly shape empowerment 
outcomes.

Consistent with HCT and a prior study (Lee & Huruta, 2022), the relationship between 
GMF on FL was significant, asserting that microfinance participation fosters beneficiaries' 
financial comprehension and practical decision-making skills. Similarly, the green initiatives 
and green-oriented financial services offered by MFIs not only provide financial resources 
but also embed comprehension of environmentally friendly practices through training and 
workshops, saving, budgeting, investment capabilities, and household financial management 
(Bindeeba et al., 2025; Oburu & Kinoti, 2012). This result aligns with GMF’s educational 
and awareness-rising components, serving as a capacity-building tool, developing practical 
financial capabilities, strengthening women's capabilities, like attitude, knowledge, and 
confidence in financial matters of women (Ashrafi, 2011; Githinji, 2015). 

In contrast, the relationship between GMF and WE was negative and significant, refuting several 
established theories and microfinance studies that documented a positive association between 
participating in microfinance and women’s socio-economic status, community participation, 
voice, and agency (Chilongozi, 2022; Acheampong, 2018).  Contemporary studies support 
the negative findings, demonstrating that credit received from microfinance may not only 
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empower individuals but also lead to repayment stress and dependency on family members 
(Engel & Pedersen, 2019). It highlights the importance of integrating empowerment-focused 
initiatives such as leadership, awareness campaigns, training, and community engagement 
into GMF programs to motivate women to translate financial access into broader social and 
psychological empowerment. Likewise, GMF programs may bring added responsibilities for 
women (managing in green technology and participating in awareness programs), financial 
resources may be controlled by male household members, and socio-cultural constraints 
in Nepal might affect the translation of financial access to empowerment outcomes  
(Ukanwa et al., 2018).  

Similarly, the relationship between FL and WE was significant. The findings are consistent 
with the ample number of empirical studies (Kumar et al., 2019, 2020; Lee & Huruta, 2022) 
that have established FL as a crucial driver for women’s economic participation, autonomy, 
confidence, negotiation capacity, and decision-making discretion. Studies ( Lee & Huruta, 2022; 
Mahmood et al., 2023; Uddin et al., 2020) demonstrated that women who possess higher 
FL are more capable of making informed decisions, engaging in entrepreneurial activities, 
managing resources efficiently, and challenging traditional patriarchal roles. The findings 
signal that empowerment is more likely to be effective when women have access to financial 
resources and have the comprehension to use them effectively. 

The findings showed that FL partially mediates the relationship between GMF and WE, 
asserting that the empowerment effect of GMF largely depends on the financial capabilities 
rather than just having financial access. This aligns with Capability Theory (Sen, 1999) and 
financial literacy mediation theory, emphasizing that financial resources alone are insufficient to 
empower individuals unless they possess the right capabilities (attitudes, knowledge, and skills) 
to transform the resources into meaningful outcomes. Financial literacy enhances women’s 
capacity to evaluate green finance options, manage loans responsibly, and invest in sustainable 
practices, thereby amplifying the socio-economic and environmental impact of GMF 
programs. Furthermore, cognitive and psychological empowerment is often significant through 
literacy, training, and development programs (Lee & Huruta, 2022; Mahmood et al., 2023; 
Uddin et al., 2020). Thus, Programs that combine financial provision with structured financial 
literacy training are likely to yield stronger economic, social, and psychological benefits, while 
also promoting environmentally sustainable practices.

Conclusion and Implications 
The study concludes that GMF fosters financial literacy, but it does not directly significantly 
elevate the empowerment outcomes.  It demonstrates that GMF may function more as a 
technical and environmental financial instrument than as a gender-empowering tool.  The 
establishment of the mediating role of FL demonstrates that empowerment is contingent 
on knowledge transformation rather than having financial resources alone. The negative 
relationship between GMF on WE indicates that GMF programs in the current framework may 
not holistically integrate gender empowerment components, thus it requires FL and training 
interventions to drive empowerment. FL acts as a key enabler that allows women to transform 
financial access into meaningful economic, social, and psychological empowerment. 
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The findings explicitly extend to capability theory, empowerment theory, and human capital 
theory, demonstrating that in order to generate empowerment, resources need to be linked 
with enabling factors.  The study adds literature on GMF and FL in the context of developing 
countries like Nepal by integrating the environmental finance models and FL as a mediator to 
achieve social outcomes. Likewise, the negative relationship between GMF and WE challenge 
the well-established assumption that microfinance explicitly empowers women, suggesting 
a more context-dependent and conditional relationship. The mediating role of FL opens 
avenues for multi-dimensional empowerment outcomes, including economic, social, and 
psychological dimensions. 

The findings of this study provide actionable insights for policymakers, MFIs, and development 
organizations seeking to enhance women’s empowerment through GMF. Policymakers and 
MFIs should integrate structured and continuous FL programs, such as budgeting, savings 
management, investment decision-making for green projects, loan repayment planning, 
and entrepreneurial skills to ensure empowerment outcomes.  To ensure effectiveness, MFIs 
should establish key monitoring indicators, including improvements in financial knowledge, 
efficiency in loan utilization, and tangible empowerment outcomes. Policymakers should 
focus on integrating gender-sensitive design in GMF schemes such as household negotiation 
sessions, decision-making training, community participation, and entrepreneurial support. 
Explicitly, GMF institutions and policy makers should focus in building a financial capability 
framework and reexamine the product design to ensure that women have significant control 
over the financial resources, loan utilization, and receive direct empowerment benefits. 

Limitations and Further Research
Despite its contributions, this study has several limitations. All the study variables have 
been evaluated using a self-reported scale, which may raise concerns about the self-reported 
data, even though CMB and collinearity tests were conducted.  The study relied on cross-
sectional data, which restricts the ability to draw causal inference; hence, many scholars 
in behavioral science support longitudinal design to facilitate the establishment of causal 
relationships. Primarily, the study relied only on the three leading MFIs in Nepal, limiting the 
generalizability to other geographical regions and institutions with different cultural contexts 
and operational models.

In addition, future research could use in-depth interviews or ethnographic approaches 
that could provide in-depth insight about the socio-cultural dynamics, household financial 
management, and empowerment experiences with GMF. Likewise mixed method approach 
could provide more rigorous and comprehensive knowledge about the empowerment process. 
Lastly, future researchers could expand this study to different geographical regions, different 
types of MFIs, and diverse demographic groups to further strengthen the generalizability and 
contextual relevance. 
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