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Abstract: Whenever nation is at what stage of development needs to have an efficient banking system 

because finance is now an essential part of economic and social advancement. Inclusive finance, A key 

tactic for attaining fair and inclusive growth is to offer excluded groups conveniently accessible and 

reasonably priced financial services.RBI (Reserve Bank of India) seeks to enhance the financial well-

being of the underprivileged and impoverished by broadening their access to banking services. Through 

initiatives including the opening of additional bank branches, the installation of ATMs, the 

implementation of DBT (Direct Benefit Transfer) technologies, and the growth of Business 

Correspondent (BC) model, the RBI is leveraging technology to create a more inclusive financial 

infrastructure.  

“This paper examines the ways Indian banks have employed to accomplish this objective and discusses 

its importance of inclusive finance for economic growth of India as a whole. By analyzing earlier 

developments and achievements, this research study seeks to contribute to the ongoing discussion about 

inclusive finance.”. 
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I. INTRODUCTION 

Inclusive Finance has long been a problem. Millions of people worldwide have historically lacked access to 

fundamental financial services, despite the concept's recent surge in popularity.When accessible, reasonable, and 

applicable, these services are essential for achieving economic empowerment. [1] Widespread involvement is necessary 

for inclusive progress. One major barrier toward economic development in developing economies is an exclusion of 

marginalized populations and individual farmers from the regulated banking system. These people typically do not have 

access to basic financial services, which limits their capacity to make a substantial contribution to economic 

expansion.The banking sector has changed dramatically over the years, moving from traditional brick-and-mortar 

branches to a digital environment that includes cards, ATMs, internet banking, and more. This technological revolution 

hasn't, however, been available to everyone. A significant section of the world's population, including those in India, 

lacks access to essential financial services like banking, as research continuously shows.[2]An economics’ core was a 

robust banking system that makes it possible for people to efficiently get basic necessities and support the expansion of 

the economy. Encouraging economic growth and eliminating hunger entails the inclusive finance, which enables all in 

community access to financial services. 

Three essential acts are necessary for financial empowerment to be successful: (1) maintaining financial institutions for 

every family member, (2) encouraging frequently money transfers, and (3) installing bank institutions for payments. A 

functional financial system must also put price, accessibility, usability, and security first in order to ensure sure that 

people can tap into its services without experiencing excessive hardship. Vulnerable populations, such as low-income 

people and marginalized communities, “financial inclusion is especially crucial since it can help them reduce hazards 
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develop assets, enhance their disposable incomes, and get out of poverty”. Even though the government has put 

together several kinds more schemes to promote, “financial exclusion is still a major obstacle to India's efforts to reduce 

poverty”. The government's excessive focus on supply-side initiatives, like making financial services more accessible, 

may be the cause of this, as it has not sufficiently addressed the demand-side variables that affect people's willingness 

and capacity to use these services. Improving productivity, lowering risks, fortifying business ties, and fostering 

physical and human resources are all crucial to achieving real financial inclusion. [3] 

This paper evaluates the methods to promote financial inclusion and considers how much of an impact it has on the 

country's overall economic growth. This study's goal is to add to the present discussions on financial inclusion 

advocacy by analyzing earlier initiatives and achievements. 

 

II. LITERATURE REVIEW 

Rangarajan C (2008), “Report of the Committee on Financial Inclusion”, Providing affordable access to financial 

services like financial accounts and financing for every individual, particularly those who are suffering or have lower 

incomes, has come to be known as inclusive finance. This guarantees that they have the resources necessary to raise 

their standard of living.[4] 

Raghuram G. Rajan (2009), “A Hundred Small Steps - Report of the Committee on Financial Sector Reforms” The 

capacity of people and businesses to obtain a variety of financial services at affordable prices, including insurance, 

credit, and portfolio goods, is known as financial inclusion. It guarantees that everyone has the chance to engage in the 

financial system as a without regard to their economic status.[4] 

Since financial institutions have an impact on both economic growth and the allocation of financial resources, they are 

essential to the economy. By providing financial and necessary services, these organizations help emerging economies 

grow. One example of a financial institution is a bank, which builds capital and creates investment availability to 

support consistent economic growth. [5] The way conventional banking systems work is by directing short-term 

deposits into long-term lending operations. Despite facilitating loan flow, this strategy may have a detrimental impact 

on economic stability, especially in emerging nations. Financial institutions from such locales have seen a steady 

decrease in profitability. The main cause of this decline is the high operating costs associated with sustaining financial 

services, which create major obstacles to accessibility, particularly for those living in rural or underdeveloped areas. [6] 

Because they lack access to fundamental financial services including credit products, savings, investments, and 

payment capabilities, a significant portion of the population remains unbanked. [7] 

 

FINANCIAL EXCLUSION: 

Financial exclusion occurs when people are not allowed to utilize standard financial services and goods like savings 

accounts, debit cards, and insurance policies (including home insurance and student loans). This kind of exclusion 

might result in additional marginalization and restrict access to other vital services like retirement investments or 

annuities. In addition, debt and utility disconnection may follow. [8] 

 

INCLUSIVE FINANCE: 

RBI defines Financial Inclusion as “The process of ensuring that all people and businesses, particularly those in 

vulnerable categories like the impoverished and low-income workers, have equitable and honest availability to adequate 

financial items and amenities at a reasonable cost is known as financial inclusion.” These services are offered to once 

people who need it by certified banking institutions. 

By giving the impoverished greater access to funding and enabling formerly marginalized groups to realize their full 

potential in the economy, aims “to contribute to inclusive growth. Multiple efforts have been enacted by the Indian 

government to foster financial inclusion, with the aim of benefiting the impoverished”.[9] 
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FINANCIAL EXCLUSION VS INCLUSIVE FINANCE 

 
Source: Global Financial Development Report-2014 [10] 

 

DIGITAL INCLUSIVE FINANCE: 

Providing marginalized and underbanked populations with digital tools to access and utilizes formal financial services. 

Organizations aimed at fostering digital inclusive financemust have an extensive understanding of the financial 

demands and behaviors of the underprivileged population. They ought to offer digital solutions that are sustainable, 

reasonably priced, and easily accessed to satisfy these demands.Through the elimination of physical branches, the 

reduction of manual processes, and the reduction of customer wait times, digital financial inclusion can dramatically 

lower banks' operating expenses.(IFC, 2017; Manyika et al., 2016) Digital inclusive finance can not only increase 

competitiveness but also lessen the need for physical currency, which is particularly important in regions where price 

increases is a major issue (GPFI, 2016). When people and companies have a dependable online tool for seeing account 

balances and conduct financial operations, digital inclusive finance will help everyone involved (CGAP, 2015). [11] 

 

THE FINTECH ECOSYSTEM: 

The finance industry has undergone an evolution due to financial technology, or FinTech. Robo-advisors, banking via 

the internet and mobile payments are just a few instances of how FinTech has changed conventional financial 

procedures. Both the economy and the financial planning process are significantly impacted by these changes.FinTech 

and the banking industry need to work together in order to remain relevant and encourage innovation. The financial 

technology industry can be viewed as a whole, with five primary players: FinTech companies, conventional financial 

institutions such as banks, government organizations, technology developers, and financial clients.To improve their 

current offerings, numerous lenders have partnered with FinTech businesses. FinTech has the potential to alleviate 

social and economic disparities by increasing the accessibility of savings accounts. There is a chance that digital finance 

will improve economic stability. [12] 

 

SOME ISSUES: 

Digital finance and inclusive finance:In isolated locations where conventional banking services could be few or 

nonexistent, digital finance has promise for greatly increasing financial inclusion.Because digital finance makes basic 
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financial services more accessible, it can improve the circumstances of those who are poor and low-income.The 

capacity of internet banking to close the gap between official bank accounts with rural residents is one of its main 

advantages. Long wait times at bank offices can put many away, and connections to transportation in impoverished 

positions may be insufficient. Convenient and easily accessible alternatives are provided by digital financial services 

like online payments and banking on the go. By giving people and enterprises in rural areas more chances for financing, 

they will be able to engage more completely in the economy.Digital currency has numerous benefits, but it's important 

to understand that there can be disadvantages for financial inclusion as well. The profit-driven attitude of digital 

banking providers is one of the main issues. Due to their greater likelihood of producing higher revenue, such suppliers 

may give preference to high- and middle-class clients in their quest to maximize profits for their organizations. Due to 

such prioritizing, suppliers may engage in discriminatory marketing strategies, employing more forceful methods to get 

wealthy clients to embrace new digital finance infrastructures or platforms. On the other the same direction, if providers 

feel that their economically destitution buyers cannot pay the corresponding fees, they may target them using less 

aggressive marketing or probably exclude them completely. Such actions can impede marginalized populations' 

economic empowerment and maintain current imbalances.[13] 

Data on financial inclusion is distinct from financial inclusion itself.: Although it is not the only strategy, financial 

inclusion is one way to eliminate or lessen disadvantage. Direct government action, such as distributing poverty-related 

benefits; indirect government activities overseas; and substantial contributions from private citizens and nonprofit 

groups are some more options for eliminating poverty. The government, the private sector, or both could be the source 

of the effort to reduce poverty and promote financial inclusion. 

Digital finance is an approach offered by the private sector to promote greater financial inclusion. Among other private 

sector actors, fin tech and financial services companies can offer digital finance products and services to the poor and 

marginalized population, enticing them to interact with the formal financial sector via technological mobile devices. 

The excluded group can link their savings accounts to digital payment methods in order to do regular financial tasks if 

they possess electronic banking credentials (such as online banking login credentials and other types of digital access 

credentials).Furthermore, low-income and impoverished people will become involved in the digital financial system if 

access to it is low-cost, which will benefit financial inclusion. [13] 

Regulatory concern/data security: It is troubling that numerous data breaches are impacting India. According to Re-

security, a startling 55% of the personal information of Indians was discovered to be in circulation on the dark web in 

October 2023. This event comes after a string of high-profile intrusions, such as the Kudankulam Nuclear Power Plant 

hack in 2019, which was obviously the result of foreign cyber espionage. "Operation SideCopy" revealed focused 

attacks using malware in 2020 that used phony emails to target Indian military and diplomatic people. 

In addition, City Union Bank's $2 million loss through a compromised SWIFT system illustrates the financial 

consequences of inadequate cybersecurity. Serious questions concerning the safety of personal information across the 

nation and the confidentiality of online financial transactions are brought up by the cumulative effect of these instances.  

[14] 

 

Pros and cons of digital finance: Pros:  

 Expanding non-financial companies' access to financial services 

 Offering low-income people safe and convenient banking alternatives  

 Increasing the GDP of digital economies by promoting overall expenditure 

 Helping consumers manage their personal finances better; 

 Making financial decisions more quickly 

 Enabling instantaneous payments 

 Creating potential earnings for internet financial suppliers and minimizing the spread of counterfeit or illegal 

money. 
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Cons: 

 People without smartphones or electronic devices are not served by digital finance.  

 It limits people who lack access to the internet because it depends too heavily on it. 

 The introduction of online banking, whether required or not required, in a nation may result in unintentional 

financial exclusion if the populace is not sufficiently prepared. 

 Frequent breaches of digital data security might erode consumers' confidence in online financial platforms. 

 When major black-swan occurrences happen, they can have a devastating effect on digital financial services 

around the world. 

 Due to prohibitively high transaction fees, fee-based digital banking platforms typically prefer middle-class 

and upper-class users over those with lower incomes. 

 A lot of institutional and legislation oppose the broad use of digital finance. [13] 

 

FINANCIAL INCLUSION – RBI POLICY INITIATIVES: 

On January 10, 2020, “National Strategy for Financial Inclusion 2019–2024” was published by RBI (Reserve Bank of 

India). The vision and main goals of India's financial inclusion policy are described in this document. Several financial 

sector authorities, including Securities and Exchange Board of India (SEBI), Insurance Regulatory and Development 

Authority of India, and Pension Fund Regulatory and Development Authority of India, worked with RBI in conjunction 

with the central government to design the plan. [15] 

Financial inclusion, as defined by the research, is the process of ensuring low-income and needy individuals have 

timely, enough credit as well as affordable access to liquidity.  

Through its multiplier effect, financial inclusion boosts economic output overall, reduces poverty and disparities in 

income, and promotes equitable chances and women's empowerment. 

Lessons from other countries: As of mid-2018, the RBI found that over 35 countries, including China, Brazil, and 

Indonesia, had implemented national financial inclusion policies. Target-oriented methodology, improved payment 

system infrastructure, a robust regulatory environment, a focus on last-mile service delivery and financial education, the 

use of cutting-edge technologies, and continuous monitoring and evaluation of financial inclusion developments were 

typical features of these strategies. 

The RBI emphasized important measures to improve financial accessibility, like PM Jan Dhan Yojana (PMJDY), which 

facilitated the opening of 34.7 crore accounts by June 2024.Additionally, programs such as PM Suraksha Bima Yojana 

(accident insurance) and Atal Pension Yojana (pension coverage) were implemented.  

Steps taken for financial inclusion: Last-mile connection was enhanced by the RBI's bank-led financial inclusion 

policy, which included Indian Post Payments Bank and specialized bank licenses. However, there are also issues, such 

as a lack of infrastructure in remote areas, poor internet access, sociocultural obstacles, and a shortage in solutions for 

payment. 

The RBI stressed that although PMJDY has constructed essential banking infrastructure, increasing access to insurance 

and pensions is essential to achieving universal financial access. By March 2020, it was suggested that all eligible and 

willing PMJDY account holders be enrolled in a pension or insurance plan. In terms of financial literacy, the RBI 

suggested that the National Centre for Financial Inclusion create customized programs for a range of demographics, 

including seniors, entrepreneurs, and children, and that financial literacy centers be established in every block by March 

2024. 

Measurement of financial inclusion: According to the RBI, there are three primary methods used to gauge financial 

inclusion: service quality (like handling complaints), usage (like account, insurance, and pension penetration), and 

access (like branch and ATM density). Surveys to determine the remaining obstacles, such as service provider attitudes, 

consumer rights awareness, and online service usability, were additionally suggested. [15] 

HOW TO OVERCOME THE CHALLENGES: We present an ATM simulator that uses software to replicate a 

visible ATM experience, allowing for withdrawals and deposits. The simulator can be deployed in public spaces like 

shops and internet access points, and users need to sign up with personal data to use it. This program aims to offer 
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financial accessibility as a less expensive alternative to physical ATMs in remote and rural locations with little 

connection to traditional financial services. 

 

III. CONCLUSION 

This paper looked at India's financial inclusion situation today found both notable advancements and enduring 

difficulties. Bank accounts and financial services have grown significantly, but there are still gaps in ensure all 

individual’s fair access. The main challenges are a dependence on unofficial finance providers, insignificant 

understanding of finance, and limiting access to financial products and services, in particular in rural areas.[16] 

ATM simulators present a viable way to deal with these problems. By placing these simulators in nearby establishments 

or community organizations, we may offer underprivileged groups reasonably priced financial services. In addition to 

lowering the costs related to conventional ATMs, this strategy makes financial services easier to obtain and encourages 

financial awareness. By enabling users to carry out basic banking operations like deposits, withdrawals, and payments, 

financial independence and inclusivity are promoted.  

By removing the infrastructure and barriers to learning that prevent people from accessing financial services, the ATM 

simulator promotes equitable growth. This innovative approach ensures that the benefits of economic growth are 

experienced at all levels of society by integrating a larger segment of the population into the formal financial system. 

Greater financial inclusion will improve India's prospects for sustained growth, support economic stability, and lessen 

poverty. 
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