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ABSTRACT 

     Most of the population of India lives in rural areas. The rural people have not awareness 

about the different financial services provided in our country. Majority of rural population is not 

included in inclusive growth. The financial inclusion become a challenge for Indian Economy. 

Since 2006, many schemes and measures are initiated by RBI and Govt. of India in favor of 

financial Inclusion but the impact of there did not yield satisfactory results. The rural sector 

present a real challenge given its technologies backwardness and mass illiteracy as people are still 

caught in ancient financial system that were both exploitative and furtile. Financial inclusion is an 

attempt to provide financial access and services to weaker section and low income groups. 

Financial sector development is a driver of a economy growth which indirectly reduce poverty 

and inequality and affordable and appropriate services can improve the welfare the people. The 

study is to identify impact of financial inclusion and how financial inclusion can help in the 

improvement of financial literacy and reduction of poverty. So the aim of this paper to focus as 

utilizing the resource like mobile phones, Banking technologies and create awareness about the 

financial inclusive scheme like  PradhanMantriSurkakshaBimayojna, Atal Pension Yojana, 

PradhanMantriJeevanJyotiBimaYojna. The objective is to study the Initiatives taken by govt. for 

strengthening financial inclusion in the country. The study is based on secondary data collection.  
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I. INTRODUCTION 

Financial inclusion is the delivery of financial services at affordable costs to vast sections of 

disadvantages and low income groups. India is a developing country. And when the focus is on 

achievement of sustainable development, there should be an attempt to include maximum no.  Of 

participation from all sections of society. But people have not aware about financial services provided in 

country. This is a serious issue for economic progress of country. For overcoming such problems,  the 

banking sector is emerged with some technological innovations such as automatic teller machine, credit 

and debit card, Internet banking etc.  These innovations brought a change in the urban society but a 

majority of rural population is still unaware of these changes and is excluded from formal banking. So 
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financial inclusion take into account the participation of weaker section of society.   . It is argued that as 

banking services are in the nature of public good, it is essential that availability of banking and payment 

services to the entire population without discrimination is the prime objective of public policy. The term 

"financial inclusion" has gained importance since the early 2000s, and is a result of findings about 

financial and its direct correlation to poverty. Financial inclusion is now a common objective for many 

central banks among the developing countries.  

1.1 Definition 

According to UNITED NATIONS, "A financial sector that provides 'access to credit for all 

"bankable "people and firms and to savings and payments services for everyone . Inclusive finance does 

not require that everyone who is eligible use each of the services, but they should be able to choose use 

them if desired. 

According to the Planning Commission (2009),Financial  inclusion refers to universal access 

to a wide range of financial services at a reasonable cost. These include not only banking products but 

also other financial services such as insurance and equity products. The household access to financial 

services includes access to contingency planning, credit and wealth creation. Access to contingency 

planning would help for future savings such as retirement savings, buffer savings and insurable 

contingencies and access to credit includes emergency loans, housing loans and consumption loans. On 

the other hand, access to wealth creation includes savings and investment based on household‟s level of 

financial literacy and risk perception. 

GOI (2008) defines Financial inclusion as the process of ensuring access to financial services and timely and 

adequate credit where needed by vulnerable groups such as weaker sections and low income groups at an affordable cost. 

The meaning of financial inclusion is delivery of financial services to the low income groups especially 

the excluded sections of the population with the provision of equal opportunities. The main target is the 

access of financial services for better standard of living and income. 

1.2 Objectives of the Study 

The main objective of this study is to measure the intensity of financial inclusion and financial 

Awareness among the people. Keeping this in view, the following specific objectives have been set for 

the study. 

1) To study the banking habit among the people 

2) To examine the awareness level of people about financial products and services. 

3) To study the concept of financial inclusion and digital India. . 

4) To highlight the measures taken by RBI and Govt. For promoting financial inclusion to make 

digital India. 

II. METHODOLOGY 

The data required for study are collected from secondary sources. Secondary data was conducted 

to review the present status of financial inclusion in India. Data for research is collected through 

published articles, journals, news papers and different websites.  

2.1 The Concept of Financial Inclusion 

India occupies only 2.4 per cent of the world's land area but supports over 16 per cent of the 

world's population. About 70 per cent of the Indian population lives in villages. There are divergent 

demographic patterns, living standards, education levels and income levels as parameters of economic 

development. The rural India is yet to see the light of development and the results of planning process. 

The divide between the rich and poor is wide. On one hand, due to liberalization, privatization and 

globalization of Indian economy, there are sea changes in the banking field. While on the other hand, 

besides profit, social responsibility is also one of the prime agenda of commercial banks. The fact 

remains that the country cannot progress unless and until the basic infrastructure facilities reach to each 



Alka Rani 

  
                                                                                                                                                                8 

 Emperor International Journal of Finance and Management Research 

Emperor International Journal of Finance and Management 

Research 

2.2 Dimensions of Financial Inclusion  

The level of financial inclusion in India can be measured based on three tangible and critical 

dimensions. These dimensions can be broadly discussed under the following heads:  

 

2.3 Branch Penetration  

Penetration of a bank branch is measured as number of bank branches per one lakh population. 

This refers to the penetration of commercial bank branches and ATMs for the provision of maximum 

formal financial services to the rural population.  

2.4 Credit Penetration  

Credit Penetration takes the average of the three measures: number of loan accounts per one lakh 

population, number of small borrower loan accounts per one lakh population and number of agriculture 

advances per one lakh population.  

  2.5 Deposit Penetration  

Deposit penetration can be measured as the number of saving deposit accounts per one lakh 

population. With the help of this measure, the extent of the usage of formal credit system can be 

analyzed.  Among the three dimensions of financial inclusion, credit penetration is the key problem in 

the country as the all India average ranks the lowest for credit penetration compared to the other two 

dimensions. Such low penetration of credit is the result of lack of access to credit among the rural 

households. Therefore, the problem of low penetration needs to be understood more deeply. An 

attempt has been made to study the problem by examining the progress of financial inclusion over the 

years and efforts made by the government for reducing low penetration of credit. NitiAayog   chief 

executive officer Amitabh Kent said India needs a transition towards a cashless society and achieving the 

goal of digital India will bring more people into formal financial system. Digital payments will play a 

critical role in achieving the digital India vision and in driving financial inclusion. According to a study, 

in India in 2015,no. Of digital transactions per capital only 10 compared to 163in Brazil, 420 in South 

Korea and 429 in Sweden. 

III. DIGITAL INDIA 

Indian Prime minister ShriNarenderModi on 1st July 2015 take an initiation that govt.  Services 

are made available electronically to people. Concept of digital banking under digital India will very 

helpful for financial inclusion. If make India as digital India, then there is need of financial 

inclusion.Therefore, increasing level of financial inclusion, the govt.  Of India and RBI have taken few 

actions which include the followi 

• Nationalization of banks (1969, 1980)  

• Priority Sector Lending requirements  

• Establishment of Regional Rural Banks (RRBs) (1975, 1976)  

• Service area approach (1989)  

• Self-help group-bank linkage program (1989,1990)  

The ATMs and other available technologies such as hand-held devices with Business 

Correspondents, Automatic Teller Machines (ATMs), Cash deposit Machines, etc. in the banking system 

provides a glimpse of the recent changes in the Indian banks. The detailed explanations of these 

technologies are as follows -  

1.Automatic Teller Machines (ATMs) 

Automatic Cash dispensing machines are already in place in cities and towns. The machine 

identifies the bank user through his card and password. The user can withdraw cash through these 

machines, check his account balances and use it for some other small transactions. Generally, IIMB-WP 
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N0. 474 20 these ATMs are owned by the banks or bank outsources it to third party to run an ATM on 

their behalf 

2. Hand held devices  

These are devices which are used to identify user accounts usually through a card and biometric 

identifier. The main purpose of the device is to update the transactions happening at BC location in the 

bank servers. These devices update the deposit and withdrawal information in the servers. The 

Handheld devices either operate through uses of mobile data networks or through the Local Area 

Network (LAN) connection.  

3. Computerized transactions in Kiosk  

Computers at kiosk can directly connect to banks website and use the website for banking 

transactions like deposits, withdrawals, etc.  

4. White Label ATMs  

White Label ATMs variants of normal ATMs wherein it is operated by a private entity and 

different banks can provide the service through this ATM.  

5. Internet Banking/ Mobile Banking  

Bank account holders can use their accounts using internet banking and mobile banking to 

transfer money to different accounts and pay their bills Though the technologies are available but 

effective implementation of the technology to increase the reach of banking services is yet to happen. 

The low cost solutions like computerized kiosk and handheld devices have increased the penetration in 

last few years but they are still prone to network connectivity and maintenance issues. Moreover the low 

number of transactions due to limited product suit, lack of interest by people and technology hiccups 

has made the business unsustainable for many BCs which is affecting the scaling of the current models. 

6. Payment Banks  

Financial inclusion entails not just the availability of financial products – credit, deposit, 

insurance, etc. but also the ability to transfer money around in an affordable manner. While banks have 

found this IIMB-WP N0. 474 transfer unviable the mobile technology platforms came to the fore 

offering services like mobile wallet, mobile money, etc. However, despite the penetration of the mobile 

channel, this platform has been vastly underutilized for monetary transactions. One reason is the 

requirement of the bank as a partner for the cash out transaction. Thus, the person performing the cash 

out needs to have a bank account. Other important issue with the system is that of risk transfer and 

market inefficiency. An escrow account is used for the money in these mobile wallets that earns no 

interest for the mobile company. Moreover this also exposes the mobile wallet to risk if the bank 

defaults Thus, apart from these operational issues, affordable remittances could lead to overall 

development of those who are financially excluded. Currently this is being deterred by high transaction 

costs accorded by the banks. Therefore, with the objective of providing low cost (through high volume) 

remittance services to the migrant laborers and other entities, RBI (2014a) has come up with the concept 

of Payment Banks. Non-Banking Financial Companies (NBFCs), mobile companies, corporate BCs, 

public sector entities, current Payment Protection Insurance (PPI) providers etc. can register and set up 

payment banks. Restricted to a maximum of Rs. 100,000 per customer, the payment banks will be 

allowed to accept current and saving deposits. While the primary purpose of these accounts is to effect 

low cost remittance services, the holder will be eligible for interest income on these accounts. While the 

payment banks cannot lend unlike banks they can however act as Business Correspondent for banks and 

lend on their behalf. Thus, the primary source of income for payment banks would be the interest they 

earn by depositing the customer money in Government Securities as directed by RBI. They would also 
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have access to interbank call money market to sort out any liquidity issues. Payment Banks are essentially 

exposed to operational and limited market risks (investments are held till maturity) and no credit risks 

(no lending allowed), while a minimum CAR of 15 percent and a net worth of Rs. 100 crore is required 

to be maintained. Given that the payment banks are not allowed to directly lend, the profits would 

essentially be derived from transaction fees (which will be small due to competition) and the Net Interest 

Margin. While theoretically, this looks an interesting opportunity, how the firms face the ground level 

challenges will be important. Firms will need to find answers to challenging issues of thin profit margins, 

interoperability, technical limitations and regulations. transfer unviable the mobile technology platforms 

came to the fore offering services like mobile wallet, mobile money, etc.  

However, despite the penetration of the mobile channel, this platform has been vastly 

underutilized for monetary transactions. One reason is the requirement of the bank as a partner for the 

cash out transaction. Thus, the person performing the cash out needs to have a bank account. Other 

important issue with the system is that of risk transfer and market inefficiency. An escrow account is 

used for the money in these mobile wallets that earns no interest for the mobile company. Moreover this 

also exposes the mobile wallet to risk if the bank defaults.  

Role of Mobile Phones  

The penetration of financial services in India is very low and the problem is predominant in rural 

areas. Only 50 percent of Indians today hold a savings account and one in seven individuals have access 

to banking credit.3 Without access to formal banking services, the only means of savings and 

transferring value is through physical assets like cash, jewelry or livestock, and this happens often with 

small time money-lenders at a higher cost. This not only increases risk exposure, but also perpetually 

marginalizes this segment of the population from the formal economy, as it is difficult and costlier for 

banks, insurance companies and government agencies to transact with them. 

Financial Exclusion 

It has been found that financial services are used only by a section of the population. There is 

demand for these services but it has not been provided. The excluded regions are rural, poor regions and 

also those living in harsh climatic conditions where it is difficult to provide these financial services. The 

excluded population then has torelies on informal sector (moneylenders etc.) for availing finance that is 

usually at excess rates. The poor people do not utilize financial services of following reasons: 

High cost 

It has also been seen that poor living in urban areas don't utilize the financial services as they find 

financial services are costly and thus are unaffordable. Hence, even if financial services are available, the 

high costs deter the poor from accessing them. For example, to open a checking account in Cameroon, 

the minimum deposit requirement is over 700 dollars, an amount higher than the average GDP per 

capita of that country, while no minimum amounts are required in South Africa or Swaziland. Annual 

fees to maintain a checking account exceed 25 percent of GDP per capita in Sierra Leone, while there 

are no such fees in the Philippines. In Bangladesh, Pakistan, Philippines, to get a small business loan 

processed requires more than a month, while the wait is only a day in Denmark. The fees for transferring 

250 dollars internationally are 50 dollars in the Dominican Republic, but only 30 cents in Belgium. 

 Non-price barriers 

  Access to formal financial services also requires documents of proof regarding a persons' identity, 

income etc. The poor people do not have these documents and thus are excluded from these services.  

Behavioral aspects 

 Research in behavioral economics has shown that many people are not comfortable using formal 

financial services. The reasons are difficulty in understanding language, various documents and 

conditions that come with financial services etc. 
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Lack of information 

Lack of information about the role and function of banks, banking services and products, interest 

rates, etc. stop people from including themselves in mainstream banking. DR. ANURAG B. SINGH, 

PRIYANKA TANDON 44  

Insufficient documentation 

Many people (even in metropolis and urban areas) are unable to show their self-identification 

documents during the opening of a bank account or during taking a loan. 

 Lack of awareness 

Many people are unaware of the banking terms and conditions laid down from time to time.  

High transaction charges 

Various commercial banks across the globe levy transaction charges on credit or debit 

transactions, on over usage of banking services, on cheque book issuance etc.  

Lack of access 

 Accessibility is a problem from all those people who live in geopolitically isolated regions. 

Moreover, as most of the commercial banks are located in the vicinity of cities, people in rural areas 

(mainly in developing countries) have a geographical barrier in accessing banks.  

Illiteracy 

Because of illiteracy, a substantial number of people are unable to take recourse to banking 

services. 

Importance of financial inclusion for digital India 

Financial inclusion is necessary for digital India. The Reserve Bank of India take many Initiatives 

to make India as digital India. The digital India is a campaign launched by govt. To ensure that Govt. 

services are made available to citizen electronically by improving on line infrastructure and by increasing 

Internet connectivity. Govt. Take many Initiatives and introduce many schemes. Some of these schemes 

are 

 Swaziland campaign- It means 'self - respect' and this campaign aims at giving more self 

respect and confidence to people by making them aware of financial sector of country.  It was 

introduced in 2004. 

 PradhanMantri Mudra yojna- In order to control public to borrow for banks to land fix 

amount in priority sector at affordable rate of interest with certain selected schemes.  

 PradhanMantriFasalBimaYojna- this is general insurance for crops and this scheme started in 

Feb. 2016 by N. D. A. govt.  

 Payment banks- These banks will only accept deposits and will not lend loans.  

IV. CONCLUSION 

Access to financial services such as savings, insurance, remittance, are much importance for 

development. For achieving the goal of financial inclusion and make India as digital India, policy makers 

initiates different programmes but there Is a need of awareness about these schemes. There is need of 

financial education programme that can aware to people about different financial services. However, 

with digital India initiative, every person would like to make payment through electronic means. But 

according to some study conducted in 2011,only 58.7% of house holds are availing banking services in 

country. 55%of population has deposit accounts and 9% have credit accounts with banks. However, 

now scenario has been changed in last few years as govt introduce different schemes. Technology can be 

a very useful tool in providing access  to banking products in remote areas. But as people in rural areas 

are still illustrate, so there is a need of some change like A. T. M.   machines should be modified to make 

them user friendly for people who are illustrate, less educated and do not know English. I thus conclude 

saying'. "The test of our progress  is not whether we add more to the abundance of these who have 

much, it is whether we provide enough for them who have no little." - Franklin D. Roosevelt.  
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