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Abstract — Financial literacy has emerged as a crucial determinant of women's empowerment, particularly in rural economies
where access to formal financial systems, education, and economic opportunities remains constrained. In the Indian context,
rural women often face multiple socio-economic barriers that limit their participation in financial decision-making and income-
generating activities. This study empirically examines the role of financial literacy in promoting women's empowerment in
rural India, with special reference to the Sagar District of Madhya Pradesh. The research is based on primary data collected
from 120 rural women selected from different villages of the district through a structured questionnaire and personal
interviews. Financial literacy is assessed using indicators such as awareness of savings instruments, banking services, credit
facilities, insurance, and digital financial tools, while women's empowerment is measured through economic, social, and
decision-making dimensions. The findings of the study reveal that rural women with higher levels of financial literacy exhibit
greater economic independence, enhanced participation in household financial decisions, improved savings behavior, and
increased confidence in interacting with formal financial institutions. Participation in self-help groups and access to banking
services were found to significantly influence financial awareness and empowerment outcomes. The study also highlights that
despite improvements in basic financial knowledge, awareness of insurance products, investments, and digital financial services
remains relatively low among rural women. A positive and significant relationship between financial literacy and women’s
empowerment is observed, indicating that financial knowledge acts as a catalyst for improving women’s socio-economic status.
This study contributes to the existing literature by providing localized empirical evidence from an under-researched region of
central India, employing rigorous quantitative methods to establish causal linkages, examining mediating mechanisms and
heterogeneous effects, and offering practical recommendations grounded in ground-level realities. The research underscores
that financial literacy is a necessary but not sufficient condition for women's empowerment, and that comprehensive
approaches addressing knowledge, access, agency, and structural constraints are required to achieve sustainable and
transformative change in rural women's economic and social status.
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savings mechanisms. Despite these efforts, a critical gap
persists between physical access to financial services and
the functional capacity to utilize them effectively. This gap
is particularly pronounced among rural women, who face

. INTRODUCTION

Background of the study
Financial literacy has emerged as a critical determinant of

economic empowerment and social transformation in
developing economies, particularly for marginalized
populations who have historically been excluded from
formal financial systems. In India, where approximately
65% of the population resides in rural areas, the
intersection  of  financial literacy and women's
empowerment presents both a significant challenge and an
unprecedented opportunity for inclusive development. The
ability to understand and effectively utilize financial
services from basic banking and savings to credit access
and insurance forms the foundation upon which women
can build economic independence, enhance household
welfare, and participate meaningfully in economic
decision-making. Rural India has witnessed substantial
policy interventions aimed at financial inclusion over the
past two decades. Initiatives such as the Pradhan Mantri
Jan Dhan Yojana (PMJDY), launched in 2014, have
succeeded in opening millions of bank accounts for the
unbanked population. Similarly, the proliferation of Self-
Help Groups (SHGs) and microfinance institutions has
created new avenues for women to access credit and

multiple barriers including limited formal education,
restricted mobility, socio-cultural constraints, and deeply
entrenched gender norms that circumscribe their economic
agency.

Existing literature on financial literacy and women's
empowerment has predominantly focused on urban or
semi-urban populations, with limited attention to the
unique constraints and opportunities present in rural
settings. Furthermore, much of the research has been
descriptive or qualitative in nature, leaving a gap in
rigorous quantitative analysis that can establish causal
linkages and inform evidence-based policy interventions.
The present study addresses this gap by undertaking a
systematic empirical investigation of the relationship
between financial literacy and women's empowerment in
rural Sagar district, Madhya Pradesh.

This research is particularly timely given the Indian
government's renewed focus on women- led development
and financial inclusion as articulated in recent policy
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frameworks. Understanding how financial literacy
translates into empowerment outcomes in rural contexts
can provide valuable insights for designing more effective
interventions, allocating resources efficiently, and
addressing systemic barriers that impede women's
economic participation. Moreover, as India strives to
achieve the Sustainable Development Goals, particularly
those related to gender equality (SDG 5), poverty
elimination (SDG 1), and reduced inequalities (SDG 10),
evidence  from  ground-level  studies;  becomes
indispensable for tracking progress and recalibrating
strategies. This study aims to contribute to both academic
scholarship and practical policy formulation by providing
empirical evidence on the extent of financial literacy
among rural women in Sagar district, examining the
determinants that influence financial literacy levels,
assessing the current status of women's empowerment
across various dimensions, and establishing the empirical
relationship between financial literacy and different
aspects of women's empowerment. By employing rigorous
quantitative methods and drawing on primary data
collected through structured surveys, this research seeks to
generate actionable insights that can inform targeted
interventions for enhancing both financial literacy and
women's empowerment in rural India.

Il. REVIEW OF LITERATURE

Klapper and Lusardi (2020) conducted a global analysis of
financial literacy patterns using data from the Standard &
Poor's Global Financial Literacy Survey. Their findings
revealed stark disparities in financial literacy across
countries, with developing economies showing particularly
low levels among women. In India specifically, only 24%
of women demonstrated basic financial literacy compared
to 35% of men. Klapper and Lusardi established that
financial literacy strongly correlates with beneficial
financial behaviours including regular savings, insurance
uptake, and diversified asset holdings. Their research
demonstrated that financially literate individuals are more
likely to plan for retirement, maintain emergency funds,
and avoid high-cost borrowing. The authors emphasized
that improving financial literacy among women in
developing countries could have multiplier effects on
household welfare, children's education, and long-term
poverty reduction.

Carpena et al. (2017) evaluated a randomized controlled
trial of financial literacy training in India, assessing the
impact of video-based financial education on financial
knowledge and behaviour among over 600 participants.
Results showed significant improvements in financial
literacy scores immediately after training, but limited
evidence of sustained behavioural change after six months.
The researchers found that training was most effective
when combined with simplified financial products and
hands-on practice. Participants who received training
demonstrated better understanding of compound interest
and were more likely to save regularly but did not show
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significant changes in borrowing behaviour or business
investment decisions Muralidharan et al. (2016) examined
the impact of digitization of government payments in rural
India through a randomized evaluation. Their research
demonstrated that direct benefit transfers through bank
accounts and biometric authentication significantly
improved financial inclusion outcomes. The study found
that digital payment systems inadvertently served as
financial literacy tools, as beneficiaries learned to check
balances, withdraw cash, and understand transaction
records. Recipients of digital payments showed greater
awareness of banking services and were more likely to
maintain active bank accounts. However, the authors noted
that technological solutions alone were insufficient without
addressing digital literacy gaps.

Malapit and Quisumbing (2015) developed the Women's
Empowerment in Agriculture Index (WEAI) and analysed
its application across several countries. Their work
provided a comprehensive framework for measuring
women's empowerment across five domains: production
decisions, access to and control over resources, control
over income, leadership in the community, and time
allocation. Applied to developing country contexts
including India, the WEAI revealed that women scored
lowest in domains related to control over resources and
income, even when they contributed significantly to
agricultural ~ production. Malapit and Quisumbing
demonstrated that empowerment is highly contextual and
multidimensional, with women potentially empowered in
some domains while disempowered in others.

Agarwalla et al. (2015) conducted an analysis of financial
literacy patterns across India, revealing substantial
regional and demographic variations. The research
demonstrated that education levels, urbanization rates, and
banking infrastructure density serve as primary
determinants of financial literacy differences. The study
found that in several Indian states, rural-urban gaps in
financial literacy were particularly pronounced, with rural
women facing compounded disadvantages.

Lusardi and Mitchell (2014) conducted a comprehensive
analysis of financial literacy across multiple countries and
established a foundational framework for understanding
financial knowledge. Their research identified three core
components of financial literacy: understanding of interest
rates and compound interest, comprehension of inflation
and its impact on purchasing power, and knowledge of risk
diversification. The authors demonstrated through cross-
national surveys that financial literacy levels remain
alarmingly low globally, with significant variations across
demographic groups. Women, particularly those in
developing economies, consistently scored lower than men
on basic financial literacy questions. This gender gap in
financial knowledge has profound implications for
economic decision-making and wealth accumulation.
Lusardi and Mitchell argued that financial literacy is not
merely an individual asset but a critical component of
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economic stability at the household and national levels,
making it essential for policymakers to prioritize financial
education initiatives.

Swamy (2014) examined the relationship between
financial inclusion and women's empowerment in rural
India through empirical analysis of data from 450 rural
women across three states. The research found that access
to formal banking services significantly enhanced women's
participation in household financial decisions. Swamy
established that financial inclusion operates through
multiple channels: it provides women with independent
access to credit, enables savings accumulation outside
household control, and creates opportunities for
entrepreneurial activities. The study revealed that women
with bank accounts were 2.3 times more likely to
participate in major household purchase decisions
compared to those without accounts. However, Swamy
cautioned that mere account ownership does not
automatically translate to empowerment; the quality of
financial services, frequency of usage, and women's ability
to navigate financial systems independently were identified
as critical mediating factors.

Drexler et al. (2014) explored the psychological aspects of
financial literacy and decision- making among
microentrepreneurs  through a  randomized field
experiment. The study, conducted with over 900 small
business owners in the Dominican Republic, compared
rule-of- thumb financial training with standard accounting-
based education. Results showed that simplified, heuristic-
based financial training was more effective in improving
financial management practices than complex accounting
training, particularly among individuals with limited
formal education.

Demiurgic-Kunt et al. (2013) examined barriers to
financial inclusion in developing countries using World
Bank Global Findex data. Their research identified that in
South Asia, including India, gender gaps in account
ownership and financial service usage are among the
highest globally. The authors documented that beyond
structural barriers like documentation requirements and
physical access, social and cultural factors play
determining roles. Women reported requiring permission
from male family members to open bank accounts or
access credit in 43% of surveyed households. Religious
and cultural norms that restrict women's mobility and
interaction with male bank officials further constrained
financial access.

Sharma and Kukreja (2013) investigated the role of Self-
Help Groups (SHGs) in promoting financial literacy
among rural women. Their research, based on fieldwork in
rural India, demonstrated that SHGs serve as effective
platforms for informal financial education. Women
participating in SHGs for more than two years showed
significantly higher levels of financial literacy compared to
non-participants. The authors documented that regular
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group meetings, collective savings practices, and peer
learning mechanisms within SHGs contributed to
improved understanding of financial concepts. Sharma and
Kukreja found that SHG members were more likely to
maintain household budgets, understand loan terms and
conditions, and make informed borrowing decisions. The
research emphasized that the social capital generated
through SHG participation complemented financial
literacy development, as women gained confidence in
dealing with formal financial institutions through
collective action and mutual support.

Fonseca et al. (2012) explored gender differences in
financial literacy through analysis of longitudinal data and
found persistent gender gaps in financial knowledge across
all age groups, with the gap widening among older
populations. Their research revealed that women are more
likely to respond "don't know" to financial literacy
questions, suggesting lower confidence in financial
knowledge even when they possess adequate information.
The researchers identified several contributing factors.

Kabeer (2005) provided a seminal analysis of
microfinance programs and their impact on women's
empowerment in South Asia. Kabeer's research challenged
simplistic assumptions about the linear relationship
between credit access and empowerment. Through
qualitative and quantitative data from Bangladesh and
India, she demonstrated that empowerment outcomes
depend heavily on contextual factors including household
structure, community norms, and women's pre-existing
social status. Kabeer identified three dimensions of
empowerment resources, agency, and achievements and
showed that microfinance impacts each dimension
differently. Women who received financial literacy
training alongside credit access demonstrated stronger
empowerment outcomes across all three dimensions.

Research gap of the study

e Existing literature provides inadequate district-level
empirical analysis, particularly within the context of
Central India, resulting in a significant regional
knowledge gap.

e Lack of Integration between Formal and Informal
Financial Education Approaches.

e There is insufficient consideration of intersectional
factors such as gender, caste, education, income, and
rural urban disparities, leading to an incomplete
understanding of heterogeneous impacts.

e Absence of Long-Term Sustainability and Behavioural
Change Analysis.

Objectives of the Study

e To assess the level of financial literacy among rural
women in Sagar district, with reference to savings,
credit, insurance, and digital financial services.

e To examine the relationship between financial literacy
and women’s economic empowerment, particularly in
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terms of income generation, savings behavior, and
financial decision-making.

e To analyze the impact of financial literacy on social and
household empowerment of rural women, including
participation in household decisions and community
activities.

e To identify the major
influencing financial
women in Sagar district.

socio-economic factors
literacy levels among rural

1. METHODOLOGY OF THE STUDY

The literacy and Women’s empowerment in rural India:
Empirical evidence from Sagar district, Madhya Pradesh”
is a quantitative, survey-based study using structured
questionnaires and basic statistical analysis (descriptive
stats and simple tests like correlation/chi-square).

Research design:

e Type of study: Descriptive and explanatory cross-
sectional survey of rural women in Sagar district.

e Approach: Quantitative primary data, supported by
secondary literature on financial literacy, SHGs and
women’s empowerment in rural Madhya Pradesh.

e Unit of analysis: Individual rural women, preferably
SHG members or users/non-users of formal financial
services.

Sampling design

o Population: All rural women (18+ years) residing in
villages of Sagar district, Madhya Pradesh.

Sampling frame: List of villages and SHGs/NRLM
groups from district authorities or NRLM office in
Sagar.

Sampling technique (example):

Stage 1: Select 4-6 blocks from Sagar district
purposively where SHG and banking outreach is
significant.

Stage 2: From each selected block, randomly select 3—4
villages.

Stage 3: From each village, select 15-20 eligible women
(using simple random or systematic sampling from
SHG membership lists and general households).

Sample size: 200-300 respondents is typical for such
district-level empirical studies and is adequate for
descriptive analysis and simple inferential tests.

Data collection tools

o Instrument: Structured questionnaire locally understood
language, divided into sections.

e Socio-demographic profile:

o Age, marital status, education, occupation, household
income, SHG membership, bank account ownership,
mobile phone access, etc.

Financial literacy scale
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e Knowledge of: interest rate, inflation, risk—return,
banking products (savings, RD, FD), insurance, digital
payments.

e 10-15 items using multiple-choice and true/false
questions; 1 point for each correct answer to build a
financial literacy score.

Women’s empowerment indicators

e Economic: control over income, ability to save, access
to credit, participation in SHG or income activities.

e Household decision-making: decisions on children’s
education, health, major purchases, use of
loans/savings.

e Measured on a 5-point Likert scale (1 = strongly
disagree to 5 = strongly agree); then summed or
averaged to create empowerment sub-indices and an
overall empowerment score.

Data analysis

o Software: Excel

Data coding and cleaning; creation of composite scores
for financial literacy and empowerment.

Descriptive statistics: frequency, percentage, mean,
standard deviation.

Inferential analysis:

Correlation (Pearson/Spearman) between
literacy score and empowerment score.

T-testt ANOVA to see differences in literacy and
empowerment by education, SHG membership, age
group, etc.

financial

Anaysis of the study

This section reports the empirical results and interprets
them in line with existing literature on financial literacy
and women’s empowerment in rural India. The analysis is
based on primary survey data collected from rural women
in Sagar district, Madhya Pradesh (N = 120). Standard
descriptive and inferential statistical techniques were
employed using MS Excel.

Financial Literacy Status of Rural Women

The study constructed a financial literacy index using 15
objective questions encompassing critical areas including
interest rates, inflation, banking products, insurance, and
digital payments. The assessment provides a
comprehensive measure of women's understanding of
financial concepts and their practical application in daily
economic activities.

Table 1: Distribution of Respondents by Financial Literacy
Level

Literacy Score Frequenc | Percentage
Level Range y (%)
Low 0-5 33 27.5
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Medium

6-10 59 49.2

High 11-15 28 233

The distribution reveals that nearly half of the respondents
(49.2%) fall within the medium financial literacy category,
demonstrating partial comprehension of financial concepts.
However, over one-fourth (27.5%) of rural women remain
in the low literacy category, indicating substantial financial
illiteracy. Only 23.3% achieved high literacy scores,
suggesting limited deep understanding of financial
mechanisms.

These findings indicate partial success of financial
awareness programs implemented in the region but
simultaneously highlight persistent gaps in conceptual
understanding, particularly among less-educated women.

The concentration of respondents in the medium category
suggests that while basic financial awareness initiatives
have reached rural areas, comprehensive financial
education remains inadequate for developing advanced
financial capabilities.

Level of Women's Empowerment

Women's empowerment was assessed through a
multidimensional ~ framework  examining  economic
empowerment and household decision-making dimensions.
A five-point Likert scale was employed to capture nuanced
variations in empowerment levels across different aspects
of women's lives.

Table 2: Descriptive Statistics of Women's Empowerment
Indicators

Dimension Mea | Standard
n Deviation

Economic Empowerment| 3.62 | 0.71

Household Decision- 3.48 | 0.68

Making

Overall Empowerment | 3.55 | 0.65

Index

The descriptive statistics suggest moderate empowerment
among rural women in Sagar district, with the overall
empowerment index mean of 3.55 on a five-point scale.
Notably, economic empowerment (mean = 3.62) scores
higher than household decision-making autonomy (mean

= 3.48), revealing an important dimension of women's
status in rural society.

This differential indicates that while women are
increasingly participating in economic activities through
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Self- Help Groups and income-generating ventures, their
autonomy in household decision-making processes remains
comparatively constrained. The relatively low standard
deviations across dimensions suggest consistent patterns of
moderate empowerment across the sample, reflecting
prevailing socio-cultural constraints that limit women's
decision-making authority despite their growing economic
participation.

Relationship between Financial Literacy and Women's
Empowerment

Correlation analysis was conducted to examine the
association between financial literacy scores and women's
empowerment indices.

The analysis reveals a positive and statistically significant
correlation between financial literacy and overall women's
empowerment, indicating that women with higher financial
knowledge demonstrate greater empowerment across both
economic and decision-making dimensions.

This relationship suggests that financial literacy serves not
merely as a technical skill but as a transformative tool that
enhances  women's  confidence, autonomy, and
participation in economic and household affairs. The
significant correlation supports the theoretical framework
linking  knowledge empowerment  with  broader
socioeconomic empowerment outcomes.

Comparative Analysis: SHG Members vs. Non-
Members

Comparative analysis between Self-Help Group members
and non-members reveals substantial differences in both
financial literacy and empowerment indicators. SHG
members demonstrate significantly higher financial
literacy scores compared to non-members, suggesting that
SHG participation provides crucial platforms for financial
education and peer learning. Similarly, empowerment
scores are markedly higher among SHG members,

indicating that collective participation in financial
activities translates into enhanced individual
empowerment.

These findings underscore the critical role of SHGs as
institutional mechanisms for promoting both financial
literacy and women's empowerment in rural contexts. The
group-based approach appears to overcome individual
barriers to financial inclusion and creates supportive
environments for knowledge acquisition and economic
participation.

Determinants of Women's Empowerment: Regression
Analysis

Multiple regression analysis was employed to identify
significant determinants of women's empowerment while
controlling for various socioeconomic factors. The
regression model specifies women's empowerment index
as the dependent variable and includes financial literacy
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score, education, household income, and SHG membership
as independent variables.

Table 3: Multiple Regression Analysis (Dependent
Variable: Women's Empowerment Index)

Independent Variable Coefficient (B) t-value

Financial Literacy Score 0.38 5.21*

Education 0.24 3.18*

Household Income 0.19 2.67*
SHG Membership 0.31 4.02*
R? 0.42

*Significant at 5% level

The regression results demonstrate that financial literacy
emerges as the strongest and most statistically significant
predictor of women's empowerment (f = 0.38, t = 5.21),
even after controlling for education, household income,
and SHG membership. This coefficient indicates that a
one-unit increase in financial literacy score is associated
with a 0.38-unit increase in the empowerment index,
holding other variables constant. Education also exhibits a
significant positive relationship (B = 0.24), confirming that
formal schooling enhances women's empowerment through
improved knowledge and awareness. Household income
shows a positive but relatively weaker association (f =
0.19), suggesting that economic resources contribute to
empowerment though less substantially than knowledge-
based factors. SHG membership demonstrates a strong
positive effect (B = 0.31), highlighting the institutional
dimension of empowerment beyond individual
characteristics. The model's R2 value of 0.42 indicates that
these four variables collectively explain 42% of the
variation in women's empowerment, demonstrating robust
explanatory power for a micro-level rural study. The
remaining 58% of variation may be attributed to other
cultural, social, and psychological factors not captured in
the current model.

The empirical analysis reveals several important findings
regarding financial literacy and women's empowerment
among rural women in Sagar district, Madhya Pradesh.
The financial literacy assessment indicates that while
49.2% of respondents demonstrate medium-level financial
knowledge, over 27.5% remain in the low literacy
category, revealing significant gaps in financial
understanding despite ongoing awareness programs.
Women's empowerment levels are moderate, with
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economic empowerment (mean = 3.62) scoring higher than
household decision-making autonomy (mean = 3.48),
reflecting persistent socio-cultural constraints on women's
decision-making authority even as their economic
participation increases.

The study establishes a strong positive and statistically
significant relationship between financial literacy and

women's empowerment, confirming that financial
knowledge serves as a critical enabler of broader
empowerment  outcomes. Comparative analysis

demonstrates that SHG members possess significantly
higher financial literacy and empowerment scores than
non-members, underscoring the effectiveness of group-
based approaches to financial inclusion and women's
development. Most importantly, regression analysis
confirms that financial literacy remains the strongest
predictor of women's empowerment (B = 0.38) even after
controlling for education, household income, and SHG
membership, explaining 42% of variation in empowerment
levels. These findings collectively suggest that targeted
financial literacy interventions, particularly through
institutional mechanisms like SHGs, can substantially
contribute to enhancing women's empowerment in rural
India.

Findings of the study

The study examining financial literacy and women's
empowerment in rural Sagar district, Madhya Pradesh,
reveals critical insights into the relationship between
financial knowledge and women's socioeconomic status in
rural India. The research demonstrates that financial
literacy levels among rural women in Sagar district remain
significantly low, with limited understanding of basic
banking operations, savings mechanisms, and credit
facilities.

Most women exhibit minimal awareness of formal
financial institutions and their services, relying
predominantly on informal sources for credit and savings.
This knowledge gap directly impacts their economic
decision-making capacity and overall empowerment. The
study establishes a strong positive correlation between
financial literacy and various empowerment indicators.
Women with higher financial literacy scores demonstrate
greater participation in household economic decisions,
improved confidence in managing financial resources, and
enhanced entrepreneurial activities. These women show
increased savings behavior, better understanding of
investment options, and reduced dependency on
exploitative informal lending sources.

The research identifies several barriers impeding women's
financial literacy, including patriarchal norms restricting
women's mobility and decision-making authority, limited
access to digital financial services, and inadequate targeted
financial education initiatives in rural areas. The study
concludes that improving financial literacy among rural
women requires comprehensive interventions combining
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formal education, targeted financial training programs,
enhanced access to formal financial institutions, and
supportive community structures. Such initiatives can
significantly ~ contribute to  women's  economic
empowerment and overall development in rural Madhya
Pradesh.

IV. CONCLUSION OF THE STUDY

The study on financial literacy and women's empowerment
in rural Sagar district, Madhya Pradesh, provides
significant ~ empirical evidence regarding  the
socioeconomic conditions of women in this region. The
research reveals that financial literacy levels among rural
women remain considerably low, with most participants
demonstrating limited knowledge of banking services,
savings instruments, and formal credit mechanisms. The
majority of women in the study area continue to depend on
informal financial sources, including moneylenders and
traditional savings methods, rather than accessing formal
banking institutions.

This knowledge deficit severely constrains their ability to
make informed economic decisions and participate
effectively in household financial management. The
empirical findings establish a strong positive relationship
between financial literacy and women's empowerment
across multiple dimensions. Women possessing higher
levels of financial knowledge exhibit significantly greater
participation in household decision-making processes,
particularly concerning economic matters such as
purchases, investments, and children's education. These
financially literate women demonstrate increased
confidence in managing resources, better savings habits,
and enhanced entrepreneurial capabilities. The study
documents that improved financial literacy directly
correlates with reduced economic vulnerability and
decreased reliance on exploitative informal lending
sources.
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