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ABSTRACT

By making trade, investment, and
sustainable development possible, finance
not only supports economic growth at the
national level but also shapes societies. To
ensure that all facets of society may take
part in and profit from economic
advancement, a robust financial system is
necessary to promote inclusive and long-
term economic growth in developing,
underdeveloped, and even developed
countries. One of the main forces behind
equitable development is financial inclusion,
which is the provision of timely, sufficient,
and reasonably priced financial services to
people  and  enterprises, especially
underserved populations like low-income
households and those without access to
banking facilities.  Financial inclusion
increases financial stability, promotes
entrepreneurship, and lessens socioeconomic
inequalities by providing access to banking
services, credit, insurance, and digital
payment systems. In India, several
programs, including the Pradhan Mantri Jan
Dhan Yojana (PMJDY), microfinance
institutions, self-help groups (SHGs), and
digital banking solutions, have been
introduced to bridge the financial gap and
bring underserved populations into the
mainstream economy. Numerous legislative
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actions, policy frameworks, and technology
developments like mobile banking and the
Unified Payments Interface (UPI), which
have greatly increased financial access
support these initiatives. In addition to
assessing the tactics used by Indian banks
and financial institutions to improve
accessibility, this study attempts to examine
the significance of financial inclusion in
fostering social and economic growth. This
research offers important insights into the
successes, difficulties, and future potential
of financial inclusion as a catalyst for
inclusive growth by examining the last few
years' progress, evaluating the role of
government policies, and utilising data from
research journals, Reserve Bank of India
(RBI) reports, National Bank for Agriculture
and Rural Development (NABARD)
publications, and online resources. Along
with demonstrating how fintech solutions
and targeted financial policies can further
boost economic participation, lower income
inequality, and build a more robust financial
ecosystem for sustainable development, the
study also highlights the importance of data
analytics and digital innovations in gauging
the results of financial inclusion initiatives.

KEYWORDS: Financial Inclusion, Financial
Exclusion, Economic Correspondent, KCCs,
GCCs
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1.0 Introduction:

For underserved populations in particular,
financial inclusion guarantees access to
reasonably priced financial services like digital
payments, credit, banking, and insurance. By
lowering poverty, encouraging savings, and
fostering the success of small companies, it plays
a critical role in economic progress. Financial
access has increased in India thanks to programs
like the Jan Dhan Yojana, digital lending, and
banking connected to Aadhaar. The goal of the
expanding digital lending industry and SEBI's
promotion of small investment plans is to close
financial gaps. Nonetheless, issues like the digital
divide, low financial literacy, and poor banking
infrastructure continue to exist. To guarantee that
everyone has fair access to financial services,
strengthening  financial inclusion calls for
legislative backing, technology advancement,
and financial literacy initiatives.

2.0 Literature Review

Bhatia and Chatterjee (2010) In their research
paper, they examined "financial inclusion™ in
Mumbai's slums. It has been determined that
although while "financial inclusion” is the
process of giving underprivileged, marginalized,
and below- poverty populations access to
beneficial banking services at a modest cost,
there is still much work to be done before this
becomes a reality for urban dwellers. It is
determined that some significant steps done to
encourage financial inclusion include the
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establishment of regional banks in rural areas, the
growth of the banking network, and the
implementation of the Lead Bank Scheme.

Cnaan, Moodithaya & Handy (2012) outlined
the concept of financial inclusion simply, stating
that the first step in interacting with the banking
system is having a bank account in the home.
"This can be used as an effective tool to increase
economic growth and eradicate poverty,” he said.
It was claimed that personal and social
deprivation is a barrier to financial inclusion and
a factor in the rise in financial exclusion. It was
clarified that a population's bank account usage
can be used to assess financial inclusion. In rural
south India, this study was conducted. Despite
the improved account accessibility, a literacy and
advance service utilization gap was discovered.
Additionally, it was said that "financial
inclusion™ should encompass all banking services
rather than just holding a bank account. It was
proposed that the government should provide
banks instructions on how to increase their
reachability, give them incentives, approve the
introduction of new products, and create an
atmosphere that is conducive to inclusion while
cutting costs.

Memdani and Rajyalakshmi (2013) Talked
about the development and advancements made
in terms of FI. The degree of participation has
been compared to various nations, including
Russia, China, Brazil, and the United Kingdom.
The conclusion is that the population has not
made enough progress. The degree of inclusion
in the nation was cited as the basis
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for the suggestion that banks and other financial
institutions must align their efforts in order to
support economic growth.

Jangra (2014)She has examined the state of FI in
India in her study work. To examine the FI status,
secondary data has been taken into consideration.
It has been observed that India experiences greater
levels of exclusion than other wealthy nations
worldwide. To advance inclusiveness in India, TBI
has launched a number of projects. The strategy is
designed to inspire and encourage consumers to
use financial services. Since the main obstacles to
FI in various states of the nation are low income, a
lack of bank branches, and a low level of literacy.
Since the upliftment of the poorer segment is
crucial for inclusive economic growth, it was
proposed to emphasize the method of credit
delivery in order to increase economic growth.

Singh and Roy (2015) They have examined the
evaluation of the idea of financial inclusion in
their research paper. The secondary data supports
the research. It has been determined that, despite
differences in terminology, the majority of the
literature focuses on the use of the fundamental
services offered by banks, including money
transfers, deposits, loans, microfinance, payment
services, and insurance. The majority of the
definitions of financial exclusion center on some
consumer groups' inability to obtain financial
services, whether freely or involuntarily. It has
been determined that offering affordable and
secure access to financial services could guarantee
the financial stability of these populations. It is
determined that greater
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policy actions are required to understand the
cause of the financial exclusion and eliminate it.
The majority of Indians still do not have access to
banking services, therefore financial inclusion
has remained a pipe dream, as is the case with
many other challenges in India. The evaluation
revealed that there are numerous causes for
society's financial isolation. Therefore, a
thorough discussion of financial exclusion has
been conducted in the following section.

Gaur (2015): This study offers an extensive
review of financial inclusion, identifying
emerging themes and perspectives. It emphasizes
the multifaceted nature of financial inclusion and
highlights issues related to financial exclusion.

Sha'ban et al. (2023): In their systematic review,
the authors examine the relationship between
financial inclusion and economic empowerment.
They discuss various measurements of financial
inclusion and analyze its impact on economic
empowerment, providing insights into how
financial services can enhance individuals'
economic positions.

Kumar and Ahuja (2024): This article presents
a systematic literature review on financial
inclusion, offering a comprehensive overview of
research publications. It also develops a
conceptual framework to outline future research
objectives, enhancing  understanding and
identifying key areas for further investigation.
These studies collectively underscore the
importance of financial inclusion in promoting
economic growth and reducing poverty. They
highlight the need
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for comprehensive strategies that encompass not
only access to financial services but also their
effective utilization. The literature suggests that
while progress has been made, significant
challenges remain, particularly in reaching
marginalized populations and ensuring that
financial services are both accessible and
beneficial to all.

3.0 Objectives of the study
This research has four main objectives.
1. Recognize the scope of the financial exclusion.

2. Recognize the significance of financial
inclusion.

3 Learn about various government efforts,
regulatory activities, and banks' strategies for
attaining financial inclusion.

4. Evaluation of previous years' performance and
accomplishments in promoting financial inclusion
in non-bank areas.

4.0 Concept of Financial Exclusion

The incapacity of individuals or groups to get and
utilize suitable financial products and services is
known as financial exclusion. Low-income groups
are primarily impacted by this problem since they
do not have access to basic banking services such
bank accounts, loans, insurance, financial advice,
and payment methods. Since those who are
impoverished or socially excluded are typically
refused access to financial services, which furthers
their social exclusion, the European Commission
has emphasized the close connection between

persistent difficulties of financial exclusion have
been highlighted by recent studies. For example,
according to a UK report from 2024, around 3
million persons experienced financial difficulties
in the year prior, making up roughly 20.3 million
people—or 44% of the adult population—who
are financially vulnerable.

Because of their lowered credit ratings, these
people frequently have to rely on more costly
options, such as subprime lenders, and pay
higher fees for financial services. Comprehensive
approaches are needed to address financial
exclusion and guarantee that everyone has access
to suitable and reasonably priced financial
services, allowing them to fully engage in social
and economic life.

4.1 Level
exclusion:

of global financial

76% of persons globally currently hold an
account at a bank or other regulated institution,
up from 51% in 2011, according to the World
Bank's Global Findex Database 2021. 71% of
accounts are now owned in developing nations.
Notwithstanding these advancements, 1.4 billion
adults do not have access to cheap financial
services, which are necessary for escaping
poverty and lowering income disparity. In
developing economies, 74% of men and 68% of
women own accounts, indicating a persistent
gender discrepancy in account ownership.
Financial inclusion initiatives are nevertheless
hampered by obstacles such a lack of funds, a
lack of documentation, and a distance to financial
institutions. In 2021, 57% of adults in

financial exclusion and  social  exclusion. developing nations made or received
The
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digital payments, demonstrating the growth of
digital financial services. There are still issues,
though, such as poor financial literacy and
restricted access to smart phones and the internet.
In order to ensure fair access to financial services
and further reduce global financial exclusion, these
barriers must be addressed.

4.2 India's Financial Exclusion:

Although financial inclusion has advanced
significantly in India, financial exclusion is still a
problem, especially in underserved and rural
areas. As a result of advancements in financial
service quality, accessibility, and consumption, the
Reserve Bank of India's Financial Inclusion Index
(FI-Index) increased from 60.1 in March 2023 to
64.2 in March 2024. Nonetheless, almost 23% of
adult Indians do not currently have a bank account.
Accessing official financial services is difficult for
low-income people, women, and those living in
rural areas. More than 530 million people have
joined the banking system thanks in large part to
the Pradhan Mantri Jan Dhan Yojana (PMJDY).

Despite this, low income levels and a lack of
financial awareness cause many bank accounts to
stay dormant. Digital financial services are
expanding, but obstacles are created by rural areas
low internet and Smartphone penetration. The
primary cause of financial exclusion, according to
63% of unbanked individuals, is a lack of funds.
This is followed by reliance on family members'
accounts (41%), the distance to banks and the high
cost of services (20%), and the absence of
necessary papers. The RBI is introducing the
Unified Lending
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Interface (ULI) to help small and rural borrowers
obtain credit in order to overcome these
obstacles. In order to promote financial
involvement among lower-income groups, SEBI
is also promoting small-sized investment plans,
with systematic investment plans (SIPs) starting
at 3250. Even while India has made strides, full
financial inclusion would require on-going work
in the areas of financial literacy, the growth of
digital banking, and legislative changes.

5.0 Concept of Financial Inclusion

Financial inclusion is a key driver of inclusive
growth and economic development. When it
was found that over

7.5 million people in Britain did not have bank
accounts, the phrase "financial inclusion™ was
coined. However, the idea has long been
acknowledged in India, where measures like the
1969 nationalization of banks, the creation of
Regional Rural Banks (RRBs), and the Self-Help
Group (SHG)- Bank Linkage Program have been
put in place to increase financial access for
marginalized communities.

Through official financial institutions, financial
inclusion guarantees that everyone, especially the
unbanked and disenfranchised, have access to
reasonably priced financial services like credit,
insurance, savings, and payment systems. In
addition to fundamental banking, it covers
financial items that are necessary for economic
empowerment, like stocks, insurance, and
loans.Financial inclusion is essential to economic
growth and poverty reduction since it offers
financial services at
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affordable prices. Providing equal access to
financial resources, raising living, housing, and
income standards, and promoting inclusive
economic growth are the main goals.

Household
access to financial services

—I Reti Savings

Buffer Savings

Business Livelihood

Emergency Loans

ACCESS

Housing Loans

Consumption Loans

Savings & Investments
based on household's
level of financial
literacy and nisk

Wealth Creation

Households require financial access for multiple
reasons, including saving for emergencies,
purchasing insurance, and securing retirement
funds. Additionally, access to credit is essential for
handling unforeseen expenses, housing needs,
consumption, and livelihood support. Financial
literacy is equally important, as it enables
individuals to utilize wvarious savings and
investment products to build long-term financial
stability. With the rise of digital banking and
financial technology, efforts to enhance financial
inclusion are now expanding, leveraging
innovations such as mobile banking, digital
payment systems, and microfinance solutions to
reach previously excluded populations.

5.1 The Importance of Financial
Inclusion:

Financial inclusion is essential for economic
growth and poverty reduction, ensuring that
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low-income individuals access affordable
financial services. It prevents economic control
by a few and offers financial security to
marginalized communities. In many rural areas,
especially in Central India, moneylenders remain
the primary credit source due to limited banking
access. Bureaucratic and political barriers further
restrict financial services, leaving unskilled
labourers, small farmers, and SMEs excluded
from the formal banking system.

More than 40% of India’s workforce earns but
does not save, underscoring the need for better
financial literacy and access. Expanding banking
services protects the poor from exploitative
moneylenders and encourages financial stability.
Government initiatives like the Pradhan Mantri
Jan Dhan Yojana (PMJDY), digital banking, and
fintech solutions are helping to bridge the
financial gap, promoting inclusive growth and
economic empowerment.

6.0 Various approaches to Achieve
Financial inclusion

As part of India's financial inclusion goal, banks,
the government, and the RBI have taken a
number of actions. The following highlights a
few of the financial inclusion programs that are
currently in place.

Achieving Financial Inclusion:

1. Product led approach

2. Bank led initiative

3. Government initiative

4. Knowledge based approach
5. Technology based approach
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6. Regulator led approach

4.Knowledge based pproach

5.Technology based approach

6. Regulator led approach

1. Product led approach

Achieving Financial Inclusion

6.1 Product approach:

The Reserve Bank of India has developed certain
cutting-edge solutions that make it possible for the
average person to benefit from the financial
inclusion program through financial institutions.
Among these initiatives are

6.1.1 Basic Savings Bank Deposit Account
(BSBDA):

The BSBDA, which was introduced in 2012,
permits people to open accounts with little or no
balance restrictions. With minimal fees, these
accounts provide basic banking services like debit
cards, checkbooks, internet banking, and overdraft
protection. Transaction limitations may be put in
place to stop abuse. The PradhanMantri Jan
DhanYojana (PMJDY) was introduced as part of
this program, and as of August 9, 2023, more than
50.09 crore accounts had been opened.
Interestingly, 66.7% of these accounts are located
in rural and semi-urban areas, and 55.6% of them
are held by women.

6.1.2 Kisan Credit Cards (KCC):

Through a streamlined procedure, the KCC plan
gives farmers prompt access to loans

© 2025, IJSREM | www.ijsrem.com
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for their agricultural needs. According to the
most recent data, there are an increasing number
of active KCCs granted by cooperative banks,
commercial banks, and regional rural banks
(RRBs), guaranteeing farmers have access to
credit when they need it.

6.1.3 General
(GCO):

Purpose Credit Cards

The GCC program, which was introduced in
2005, provides loans of up to 325,000 to enhance
household cash flows. The scope was broadened
to include individual non- agricultural business
loans, such as Artisan Credit Cards and
Swarojgar Credit Cards, by revised criteria
published in December 2013. The loan amount
for qualified non- agricultural economic
operations that fall within the priority sector is
unlimited.

6.1.4 Savings Account with Overdraft
Facility:

Banks are urged to provide overdraft capabilities on
savings accounts as well as moderate overdrafts on
basic accounts. By giving customers faster access to
credit at lower interest rates, the overdraft limits are
established based on account transaction history,
improving liquidity and financial stability.

6.1.5 Unified Lending Interface (ULI):

By accelerating the credit appraisal process and
enabling the digital flow of information with
borrower agreement, the ULI, which was
announced in August 2024, seeks to simplify
loan availability for small and rural borrowers. In
the same way that the Unified Payments
Interface  (UPI)  changed
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payments, this platform is anticipated to
revolutionize  lending in India. Together,
these programs improve financial inclusion by
offering a range of banking and credit services that
are suited to the requirements of different societal
groups.

6.2 Bank led approach:

India has implemented several bank-led initiatives
to enhance financial inclusion, focusing on
providing accessible financial services to
underserved populations. Key among these are:

6.2.1 Self Help Group - Bank Linkage
Program (SHG-BLP):

One essential tactic for providing the
impoverished with sustainable financial services is
the SHG-BLP. Banks work with local self-help
groups (SHGs) in this concept; these groups
usually consist of 10—

20 people who pool their money. When these
group monies are deposited with the bank, the
bank grants the group a credit limit. The group
decides on loans together, encouraging a savings-
first, lending-later philosophy. To reduce the
danger of default, this structure makes use of
social cohesiveness and peer accountability. Since
the 2013-14 fiscal year, SHGs have obtained bank
loans worth X7.68 lakh crore as of November
2023.

6.2.2 Business Correspondents (BC) and
Business Facilitators (BF):

The Business Correspondent (BC) model was
created to close the gap between underprivileged
communities and traditional

© 2025, IJSREM | www.ijsrem.com

financial institutions. Banks use information and
communication technology (ICT) to select
middlemen who are prepared to supply financial
services the last mile. BCs provide services such
loan facilitation, cash deposits and withdrawals,
and account opening. Notwithstanding its
potential, the BC model has drawbacks, such as
operational issues, insufficient pay, and legal
barriers. Resolving these problems is essential to
the model's efficacy and durability.

6.2.3 Simplified Know Your Customer
(KYC) Norms:

To make banking more accessible, particularly
for those with less documents, the Reserve Bank
of India (RBI) has streamlined KYC
requirements. With minimum documentation, the
RBI allows the opening of "small accounts” with
balances under 350,000 and annual credits under
%100,000. Furthermore, the Unique Identification
Authority of India's (UIDAI) Aadhaar number is
recognized as a legitimate KYC document. More
financial inclusion is encouraged by the
deployment of e-KYC services based on
Aadhaar, which further expedites the account
opening procedure.

Together, these programs seek to include
underserved groups in the official financial
system, fostering inclusive growth and economic
empowerment.

6.3 Government Initiatives

The Government of India has implemented
several initiatives to promote financial inclusion,
aiming to provide accessible
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financial services to all citizens. Key programs
include:

6.3.1 Pradhan Mantri Jan DhanYojana
(PMJDY):

Launched in August 2014, PMJDY is a National
Mission for Financial Inclusion that seeks to
provide universal banking services for every
unbanked household. The scheme focuses on
banking the unbanked, securing the unsecured,
funding the unfunded, and serving unserved and
underserved areas. As of March 2024, over 530
million bank accounts have been opened under
PMJDY, with 66% in rural and semi-urban areas
and 55% benefiting women.

6.3.2 Aadhaar Enabled Payment System
(AePS):

AePS is a bank-led model developed by the
National Payments Corporation of India (NPCI)
that allows online interoperable financial
transactions at Micro ATMs or Point of Sale
(PoS) terminals through Business
Correspondents (BCs) using Aadhaar
authentication. This system empowers customers
to access their Aadhaar-enabled bank accounts
for basic banking transactions such as cash
deposits, withdrawals, fund transfers, balance
inquiries, and obtaining mini statements.

6.3.3 National Rural Livelihood Mission
(NRLM):

Initiated in June 2010 by the Ministry of Rural
Development, NRLM focuses on promoting self-
employment and organization of rural poor.
The mission aims

© 2025, IJSREM | www.ijsrem.com

to reduce poverty by enabling the poor to access
gainful self-employment and skilled wage
employment opportunities, resulting in an
appreciable improvement in their livelihoods on a
sustainable basis.

6.3.4 Mahatma Gandhi National Rural
Employment Guarantee Scheme
(MGNREGS):

MGNREGS aims to enhance the livelihood
security of rural households by providing at least
100 days of guaranteed wage employment in a
financial year to adult members willing to do
unskilled manual work. Payments under this
scheme are made through bank and postal
accounts, leading to the opening of millions of
new accounts and promoting financial inclusion.

6.3.5 Unique lIdentification Authority of India
(UIDAI) — Aadhaar:

Established in 2009, UIDAI issues a unigue
identification number, known as Aadhaar, to
residents of India. This number serves as proof of
identity and address, facilitating access to various
services, including banking and mobile
connections. The integration of Aadhaar with
banking services has enabled individuals to open
bank accounts during Aadhaarenrollment without
physically visiting a bank branch, thereby
promoting financial inclusion.

These initiatives collectively aim to integrate
marginalized populations into the formal
financial system, promoting economic
empowerment and inclusive growth.

6.4 Knowledge-Based Approaches :

DOI: 10.55041/IJSREM41592 |  Page9
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Knowledge-based approaches for financial
inclusion focus on leveraging data, technology,
and community-based strategies to provide
financial services and education to underserved
populations. Developing targeted financial
literacy programs for specific groups, such as
women, farmers, or small business owners, is
essential.

Leveraging non-traditional data like mobile
phone usage or utility payments can help assess
creditworthiness for individuals without formal
credit histories. Analyzing spending and saving
habits through behavioral analytics enables the
design of tailored financial products. Expanding
access to digital wallets and mobile banking
helps reach the unbanked, while Al and machine
learning streamline credit risk assessment and
customer support. Blockchain and smart
contracts can enhance transparency and reduce
transaction costs for small businesses and
cooperatives.

Microfinance initiatives, such as offering small
loans and enabling crowdfunding platforms,
support entrepreneurial activities. Collaborating
with governments to subsidize financial services
and encouraging private sector innovation lead to
the development of inclusive financial products.
Promoting community savings and lending
models through self-help groups and employing
local agents for banking services in remote areas
are also effective. Advocating for pro- inclusion
policies and ensuring consumer protection
safeguards prevent exploitation of vulnerable
populations. Working with NGOs, social
enterprises, and academic institutions fosters
partnerships that identify

© 2025, IJSREM | www.ijsrem.com

gaps and test new financial inclusion models.

As of December 2022, India has significantly
expanded its financial literacy infrastructure, with
1,478 Financial Literacy Centres (FLCs)
operational nationwide. These centres conducted
a total of 110,081 financial literacy activities
during the period up to December 31, 2022 in the
financial year 2022-23.

In addition to FLCs, the Centre for Financial
Literacy (CFL) project aims to establish
community-led financial literacy initiatives at the
block level across the country by March 2024.

6.5 Technological approach:

India has made significant strides in leveraging
technology to enhance financial inclusion. Here's
an updated overview of key technological
approaches:

6.5.1 Mobile Banking

The collaboration between banks and mobile
carriers has expanded, offering a range of
financial services such as bill payments, fund
transfers, and ticket bookings. Notable examples
include Airtel Money and Vodafone's m-Pesa.
The adoption of mobile banking has surged, with
89% of respondents in a recent survey reporting
usage. This trend spans across age groups,
including 79% of baby boomers and 91% of Gen
Xers.

6.5.2 Kiosk/ATM-Based Banking
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Banks are enhancing the functionality of ATMs
and kiosks to operate as 24/7 mini- branches,
providing services like cash deposits, withdrawals,
and bill payments. The integration of kiosks with
smart devices, such as smartphones and
smartwatches, is being explored to offer a
seamless banking experience.

6.5.3 Branchless Banking

Leading banks have developed online systems
with chat capabilities to assist customers in
conducting transactions using various electronic
devices. This approach is gaining traction in urban
and semi-urban areas, though challenges related to
initial costs and digital literacy in rural regions
persist. The emergence of super apps, integrating
multiple services into a single platform, is also
influencing the branchless banking landscape.

6.5.4 Aadhaar-Based Direct Benefit
Transfers

The government's initiative to deliver welfare
funds directly into beneficiaries' bank accounts
through Aadhaar verification has streamlined
benefit distribution. This system reduces delays
and minimizes corruption by using Aadhaar as a
unique financial address for routing social security
payments. The Reserve Bank of India's upcoming
Unified Lending Interface (ULI) aims to further
facilitate credit access for small and rural
borrowers, building upon the digital advancements
achieved through Aadhaar-based platforms.

© 2025, IJSREM | www.ijsrem.com

These technological advancements continue to
play a crucial role in promoting financial
inclusion across India.

6.6 REGULATORY LED APPROACH:-

The Reserve Bank of India (RBI) has continually
refined its Know Your Customer (KYC) norms to
simplify the account opening process while
maintaining the integrity of the financial system.
Small Accounts can now be opened with minimal
requirements by providing a self-attested
photograph and signature or thumbprint in the
presence of a bank official. These accounts have
limitations, including a maximum balance of
%50,000, total credits not exceeding 1,00,000
annually, and total withdrawals or transfers
capped at 210,000 per month. Such measures
enable financial access for low-income
individuals and migrant workers who may lack
comprehensive documentation.

The integration of Aadhaar-based e-KYC has
further streamlined account opening processes.
Customers can authorize banks to access
demographic and biometric information from the
UIDAI database for paperless verification. Some
banks also offer OTP-based Aadhaar verification,
allowing customers to authenticate their identity
using a one-time password sent to their Aadhaar-
registered mobile number. These initiatives have
made banking services more accessible,
particularly for individuals in remote areas.

To maintain updated customer information, the
RBI allows self-declaration for periodic KYC
updates if there are no changes in the
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customer’s details, reducing the need for repeated
document submissions. These measures balance
the need for financial inclusion with safeguarding
the financial system against misuse.

7.0 Problems and challenges:

India's financial inclusion program has made
notable progress, yet several challenges persist that
hinder its goal of inclusive growth.

7.1 Spatial  Distribution  of

Services

Banking

Despite policy interventions and efforts by the
Reserve Bank of India (RBI) and public sector
banks, the distribution of bank branches remains
uneven. Rural areas, which house approximately
65% of the population, are served by only about
35% of bank branches. This disparity limits access
to financial services for a significant portion of the
rural populace.

7.2 Regional Disparities

Access to financial services varies significantly
across India's regions. The northern, northeastern,
eastern, central, western, and southern regions
exhibit unequal coverage in terms of population
per banking office, leading to disparities in
financial inclusion.

7.3 Expansion of Bank Branches

The growth of bank branches is directly linked
to advancements in financial
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inclusion. However, the pace of expansion has
been insufficient, particularly in underserved
areas, limiting the reach of banking services.

7.4 Inclusion of SC/ST Populations

Scheduled Castes (SC) and Scheduled Tribes
(ST) continue to face slower rates of financial
inclusion. Addressing this issue is crucial for
promoting social and economic equity within
society.

7.5 Bankers' Aversion to Financial
Inclusion
Some bankers exhibit reluctance towards

financial inclusion initiatives, often due to the
perceived costs associated with opening and
maintaining basic accounts. This hesitation poses
a barrier to extending services to the unbanked
population.

7.6 Technological Barriers

The lack of appropriate technology leads to high
transaction costs and security concerns, such as
safeguarding biometric data like fingerprints.
Underutilization ~ of  technology  further
exacerbates these issues.

7.7 Lack of Knowledge

A significant portion of the population is unaware
of the terms and conditions set forth by banks,
leading to mistrust and reluctance to engage with
formal financial institutions.

7.8 High Transaction Charges
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Commercial banks often impose fees for services
like credit or debit transactions and checkbook
issuance. These charges can deter low-income
individuals from utilizing banking services.

7.9 Geographical Barriers

In rural areas, the physical distance to banking
facilities poses a significant obstacle, as many
commercial banks are located in urban centers,
making access challenging for rural residents.

7.10 Hliteracy

A considerable segment of the population lacks the
literacy necessary to effectively use banking
services, hindering their ability to engage with
financial institutions. Addressing these challenges
is essential for achieving true financial inclusion
and ensuring equitable economic growth across all
segments of Indian society.

8.0 CONCLUSION

Financial inclusion serves as a cornerstone for
inclusive economic growth, reducing poverty, and
bridging social inequalities. India has made
remarkable progress through initiatives like the
Pradhan Mantri Jan Dhan Yojana, Aadhaar-
enabled payment systems, and digital banking
innovations such as UPI and mobile banking.
Regulatory measures like simplified KYC norms
and knowledge- based approaches have further
expanded access to financial services for
underserved populations. Government programs,
technology-driven solutions, and targeted financial
literacy  campaigns have
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successfully integrated millions into the formal
financial ecosystem. However, challenges persist,
including regional disparities, insufficient
banking infrastructure in rural

areas, technological barriers, low financial
literacy, and limited inclusion of marginalized
groups such as SC/ST populations.

Operational inefficiencies, high
transaction costs, and geographical barriers
continue to hinder the full realization of financial
inclusion goals. Addressing these issues requires
a multifaceted approach, combining policy
reforms, technological advancements, and
community-based strategies. Expanding digital
and physical banking infrastructure, promoting
financial literacy, and incentivizing financial
institutions to cater to underserved areas are
critical steps. By tackling these challenges, India
can create a more equitable financial landscape,
ensuring that all citizens benefit from economic
progress and fostering sustainable development
for future generations.
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