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ABSTRACT 
This study examines the mediating role of 
financial literacy between an access to 
microfinance and its social outcomes, 
particularly focused on education, 
healthcare awareness, and social capital 

formation. This study was conducted in 
the Annapurna rural municipality and 
Pokhara Metropolitan City of Kaski 
District among 165 microfinance 
beneficiaries. Quantitative data were 
collected through a structured 
questionnaire on 5-point Likert scale from 
the selected respondents. Descriptive, 
explanatory and cross-sectional research 
designs were employed to analyze the 
direct effect and indirect effect of financial 
literacy as a mediating variable. The study 
results show that access to microfinance 
directs impacts social capital formation but 
has no direct effect on education and 
healthcare awareness. Financial literacy 
partially mediates the relationship between 
access to microfinance and social 
outcomes. The findings conclude that 
integrating financial literacy into 
microfinance services is essential to 
achieve social goal of microfinance.  
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education, health check-ups, microfinance, 
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INTRODUCTION 

Microfinance is generally accepted as 
a strong tool for socio-economic 
transformation. Today’s microfinance is 
not only limited to tackle poverty, this 
service is considered as an instrument for 
social development of disadvantage and 
marginalized group. According to Halouni 
(2025) Microfinance Institutions (MFIs) 
serve over 140 million clients worldwide, 
with a market value exceeding $250 
billion.  Microfinance  sector in  Nepal has   
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