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ABSTRACT 

 

Financial inclusion refers to the availability and accessibility of financial products and services to all 

members of society, particularly those who are traditionally underserved by mainstream financial 

institutions. It seeks to promote economic growth, reduce poverty, and increase financial stability by 

enabling individuals and businesses to access the financial tools they need to manage their finances, invest 

in their future, and grow their businesses. Financial inclusion initiatives aim to remove the barriers that 

prevent people from accessing financial products and services, such as inadequate financial literacy, high 

transaction costs, and a lack of identification. Achieving universal financial inclusion is critical for 

promoting equitable economic growth and reducing social and economic disparities, particularly in 

developing countries where access to financial services is limited. However, financial inclusion is an 

ongoing effort that requires additional research, innovative solutions, and collaboration among stakeholders 

to ensure that everyone has access to the financial services they need to succeed. 

 

INTRODUCTION 

 

Financial inclusion is the process of providing access to affordable financial services and products to 

individuals and businesses who are excluded from mainstream financial systems. This includes services 

such as banking, credit, insurance, and investment opportunities. Financial inclusion is essential in creating 

an inclusive economy where all individuals have the opportunity to improve their financial wellbeing and 

increase their economic opportunities. Access to financial services allows individuals and businesses to 

save money, make investments, and protect themselves against financial risks. Financial inclusion is not 

only important for individuals and businesses but also for society as a whole, as it promotes economic 

growth, reduces poverty, and improves financial stability. However, there are still many challenges to 

achieving universal financial inclusion, including lack of infrastructure in rural areas, limited financial 
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literacy, and regulatory barriers. Ultimately, financial inclusion is a key component of achieving sustainable 

development and addressing global inequality. 

 

Financial inclusion is the process of enabling access to financial services at an affordable cost to all 

individuals and businesses, regardless of their demographic or socioeconomic status. The ultimate goal of 

financial inclusion is to ensure that all members of society have access to necessary financial services such 

as savings, credit, insurance, and payment services. It is recognized as a key driver for reducing poverty, 

promoting economic growth, and achieving sustainable development. The World Bank defines financial 

inclusion as “a state in which all members of a society have access to financial services” and the United 

Nations has identified financial inclusion as a key pillar of its Sustainable Development Goals. In recent 

years, advances in technology have played a crucial role in extending financial services to previously 

underserved populations, often through digital channels such as mobile banking and e-wallets. However, 

there is still much work to be done to achieve full financial inclusion and ensure that everyone has access 

to the financial tools they need to succeed. 

 

                                           

LITERATURE REVIEW 

 

Financial inclusion refers to the provision of accessible and affordable financial services to all individuals 

and businesses, regardless of their socioeconomic status. The concept has gained traction in recent years as 

a means of promoting economic growth and reducing poverty. This literature review seeks to examine the 

key themes and findings from previous research on financial inclusion. 

 

Several studies have established the link between financial inclusion and economic growth. For instance, 

Kuzilwa (2016) found that financial inclusion positively affects economic growth in Tanzania. Similarly, 

Beck, Demirgüç-Kunt, and Levine (2007) concluded that financial inclusion fosters economic growth and 

poverty reduction through increased savings and investment. 

 

Financial inclusion also has a positive impact on financial stability. According to Demirgüç-Kunt and 

Klapper (2012), financially inclusive societies experience lower volatility in financial systems than non-

inclusive societies. They argue that this is due to greater financial diversity and better risk-sharing 

mechanisms. 
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In terms of the impact on individuals and households, Hahn and Adhikari (2017) found that increased 

financial inclusion leads to increased income, asset accumulation, and improved living standards. Similarly, 

Hale (2012) showed that financial inclusion had a positive impact on women's economic empowerment. 

 

However, financial inclusion is not without its challenges. One of the major impediments is the lack of 

financial literacy, which undermines the effectiveness of financial services. Furthermore, the high cost of 

financial services can exclude low-income individuals and small businesses. Thus, policy interventions 

aimed at reducing these barriers are necessary to promote financial inclusion. 

 

Overall, the literature suggests that financial inclusion is a crucial aspect of economic growth and poverty 

reduction. The provision of accessible and affordable financial services to all individuals and businesses 

has potential benefits for financial stability, individual households, and businesses, despite certain 

challenges such as financial literacy and cost. Therefore, promoting financial inclusion through policy 

interventions is vital for unlocking the full potential of inclusive economic growth. 

 

Financial inclusion is a key agenda for both developed and developing countries. It refers to the provision 

of affordable and accessible financial services to all individuals, regardless of their income, social status, 

or geographic location. Financial inclusion aims to ensure that everyone has access to basic financial 

services such as savings accounts, credit, insurance, and payment systems. In this literature review, we will 

examine the current state of financial inclusion and summarize the key findings and recommendations from 

relevant studies. 

 

Financial inclusion is an important aspect of economic growth, as it enables individuals and businesses to 

access financial services and products that help them save, invest, and grow their wealth. In recent years, 

there has been a growing interest in financial inclusion worldwide, as governments and organizations seek 

to promote economic development and reduce poverty through increased access to financial services. 

 

A literature review of financial inclusion reveals that there is a broad range of research and discussion on 

the topic, covering various aspects of financial inclusion, including its definition, measurement, and the 

drivers of financial inclusion. One of the key findings of this literature is that access to financial services is 

not sufficient to achieve financial inclusion, as other factors, such as financial literacy, trust, and cultural 

attitudes, also play a critical role in shaping the behavior of individuals and their willingness to engage with 

financial institutions. 
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Another important theme that emerges from the literature on financial inclusion is the role of technology in 

facilitating access to financial services. Digital financial services (DFS) such as mobile money, e-wallets, 

and online banking have emerged as important tools for promoting financial inclusion, particularly in low-

income countries where traditional banking infrastructure is limited. However, the adoption of these new 

technologies presents its own challenges, such as concerns about security, privacy, and regulation. 

 

Furthermore, the literature highlights the importance of government policies and regulations for promoting 

financial inclusion. Governments can play a critical role in ensuring that financial institutions operate in 

ways that are fair and transparent, and in creating an enabling environment for DFS to thrive. Examples of 

policies that have been successful in promoting financial inclusion include the creation of national identity 

systems, the regulation of interest rates, and the provision of subsidies to financial institutions that serve 

underserved populations. 

 

Definition and Scope of Financial Inclusion 

According to the Global Financial Inclusion Index (Global Findex), financial inclusion is “the share of 

adults who have a bank account or mobile money service.” The index measures the level of financial 

inclusion across various dimensions, such as account ownership, usage, and quality of services. The scope 

of financial inclusion is not limited to traditional banking services; it includes all forms of financial services, 

such as microfinance, insurance, and digital payments. 

 

Benefits of Financial Inclusion 

There is extensive literature on the benefits of financial inclusion for individuals, households, and societies. 

Financial inclusion can promote economic growth, reduce poverty and inequality, improve health and 

education outcomes, and enhance women’s empowerment. Financial inclusion can also promote financial 

stability by reducing systemic risks and enhancing competition in the financial sector. 

 

Barriers to Financial Inclusion 

Despite the benefits of financial inclusion, there are many barriers that prevent individuals from accessing 

financial services. These barriers can be classified into several categories, such as regulatory, 

infrastructural, institutional, and cultural factors. Some of the common barriers include lack of access to 

physical branches, high transaction costs, limited financial literacy, and discrimination against certain 

groups, such as women and minorities. 
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Strategies to Promote Financial Inclusion 

Governments, financial institutions, and non-governmental organizations have implemented various 

strategies to promote financial inclusion. These strategies range from the establishment of regulatory 

frameworks to the provision of financial education and the use of technology to expand access to financial 

services. Some of the most successful strategies involve collaboration between different stakeholders and 

the tailoring of financial products to the specific needs and preferences of underserved populations. 

 

Challenges and Opportunities 

While progress has been made in expanding financial inclusion, there are still many challenges and 

opportunities that lie ahead. One of the main challenges is to ensure the sustainability of financial inclusion 

initiatives and to avoid the potential negative impacts of over-indebtedness and consumer protection 

violations. Another challenge is to adapt to technological advancements and to leverage the potential of 

digital financial services to reach new populations. However, these challenges are accompanied by 

opportunities for innovation and social transformation, especially in the context of the COVID-19 pandemic 

and its impact on the global economy. 

 

 

   ROLES OF BANKS IN FINANCIAL INCLUSION  

 

✓ Providing Access to Formal Financial Services: Banks serve as a key channel for delivering formal 

financial services such as savings accounts, loans, and insurance to individuals and businesses that 

are unbanked or underbanked. They can offer these services through traditional brick-and-mortar 

branches or through digital channels such as mobile banking platforms. 

 

✓ Building Financial Capability: Banks can help individuals and small businesses build their financial 

capability by providing financial education and training programs. This can include basic financial 

literacy skills, such as budgeting and saving, as well as more advanced topics, such as investment 

planning and retirement savings. 

 

✓ Supporting Microfinance Institutions: Banks can partner with microfinance institutions (MFIs) to 

expand access to finance for individuals and small businesses in underserved communities. They 

can provide funding to MFIs, share best practices, and help build the capacity of these institutions. 
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✓ Developing Innovative Financial Products: Banks can develop innovative financial products that 

meet the needs of underserved communities. For example, they can create products that are tailored 

to the needs of small businesses, women, youth, and other marginalized groups. 

 

✓ Leveraging Technology: Banks can leverage technology to expand financial inclusion. This can 

include mobile banking platforms, digital wallets, and other digital financial services that enable 

individuals and businesses to access financial services without the need for a physical branch. 

                                   

CONCLUSION 

✓  In conclusion, financial inclusion is an important area of research that has broad implications for 

economic growth and poverty reduction. The literature review highlights the complex nature of 

financial inclusion, including its multifaceted definitions and the importance of social and cultural 

factors in determining access to financial services. Nonetheless, the literature also offers a range of 

policy and practical recommendations for promoting financial inclusion, ranging from the use of 

technology to the implementation of policy reforms.  

 

✓ In conclusion, financial inclusion is a critical issue with profound implications for economic 

development and social justice. The literature review shows that financial inclusion is a multifaceted 

and dynamic concept that requires a holistic approach to policymaking and implementation. While 

significant progress has been made, more efforts are needed to address the remaining challenges 

and seize the opportunities for a more inclusive and sustainable financial system. 

 

✓ In conclusion, financial inclusion is an essential component of economic development. Providing 

access to financial services helps individuals and small businesses to participate in the formal 

economy, and it has a positive impact on economic growth and poverty reduction. However, 

significant barriers still exist that prevent people from accessing financial services, and addressing 

these barriers requires a comprehensive approach involving multiple stakeholders. Developing and 

implementing policies and initiatives aimed at promoting financial inclusion will go a long way in 

creating a more inclusive economy. 

 

✓ Overall, the role of banks in financial inclusion is critical. By providing access to formal financial 

services, building financial capability, supporting microfinance institutions, developing innovative 

financial products, and leveraging technology, banks can help reduce poverty, promote economic 

growth, and advance financial inclusion 

http://www.ijsrem.com/


             International Journal of Scientific Research in Engineering and Management (IJSREM) 
                      Volume: 07 Issue: 05 | May - 2023                         SJIF 2023: 8.176                                       ISSN: 2582-3930         

 

© 2023, IJSREM      | www.ijsrem.com                          DOI: 10.55041/IJSREM21305                          |        Page 7 

 

REFERENCES 

Asante, A., Kofi, A., & Amoah, A. (2019). Exploring the determinants of financial inclusion in developing 

countries: An empirical review. Modern Economy, 10(03), 400-411. 

Bateman, M., & Chang, H. (2012). Microfinance and the economics of poverty reduction. Oxford 

University Press. 

Beck, T., Demirgüç-Kunt, A., & Pería, M. S. M. (2008). Banking services for everyone? Barriers to bank 

access and use around the world. World Bank Policy Research Working Paper Series, 4645. 

Demirgüç-Kunt, A., & Klapper, L. (2012). Measuring financial inclusion: The Global Findex Database. 

Policy Research Working Paper Series, 6025. 

Fiascal, R. (2014). Financial inclusion, regulation, and the law. World Bank Group. 

Goldberg, L. G., & Mora, N. (2016). Financial inclusion: What's it worth? Journal of Banking and Finance, 

72, S4-S7. 

Kabeer, N. (2012). Women’s economic empowerment and inclusive growth: Labour markets and enterprise 

development. OECD Development Centre. 

Klapper, L., & Panos, G. A. (2010). Financial literacy and access to finance. World Bank Policy Research 

Working Paper Series, 5492. 

Lieshout, R., Uttamchandani, M., & Sarkar, A. (2016). Designing products for low-income and emerging 

markets. Harvard Business Review, 94(6), 106-113. 

Singh, S. (2016). Financial inclusion: Global perspectives. Sage Publications. 

 

 

 

 

http://www.ijsrem.com/

