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ABSTRACT 

Financial inclusion (FI) refers to the provision of financial services in an accessible and straightforward 

manner that is also reasonably priced and able to serve a sizable portion of the underprivileged and low-

income population. For India to become a major player in the world of the socially and economically 

underprivileged groups, FI is a necessity. In the current situation, financial institutions serve as the 

cornerstones of development, growth, and advancement. This study's objective is to investigate how FI 

affects economic expansion. Various multiple regression statistical approaches are used to analyse 

secondary data. The study's findings indicated that the number of bank branches and the credit deposit ratio 

have a favourable and significant impact on India's GDP. The findings also indicated that the expansion of 

ATMs had a little effect on India's GDP. This research makes an effort to investigate the FI in India as a 

whole. 
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INTRODUCTION 

 

Financial inclusion refers to the accessibility and availability of a wide range of affordable financial services 

to all individuals and businesses, especially those who are underserved or excluded from the formal financial 

system. It encompasses access to basic banking services, such as savings accounts, loans, insurance, 

payment services, and other financial products, as well as financial literacy and education. 

 

Financial inclusion is considered essential for inclusive economic growth, poverty reduction, and socio-

economic development. When individuals and businesses have access to formal financial services, they can 

better manage their finances, invest in income-generating activities, protect against risks, and participate in 

the formal economy. 

 

Key aspects of financial inclusion include: 

 

Access to Banking Services: Financial inclusion aims to ensure that individuals, regardless of their income 

level or geographic location, have access to basic banking services. This includes the ability to open and 

maintain a bank account, make deposits and withdrawals, and access payment services. 

 

Credit and Loans: Financial inclusion involves providing individuals and small businesses with access to 

credit and loans. This enables them to invest in productive activities, start or expand businesses, and smooth 

their consumption patterns. Microfinance institutions often play a vital role in providing small loans to 

underserved populations. 

 

Insurance and Risk Mitigation: Financial inclusion also encompasses access to insurance products that help 

individuals and businesses manage risks and protect against unforeseen events, such as illness, accidents, or 

natural disasters. Insurance provides a safety net and promotes financial resilience. 

 

Digital Financial Services: The rise of digital technologies has opened up new avenues for financial 

inclusion. Mobile banking, internet banking, digital payment systems, and other fintech solutions enable 

individuals to access financial services using their mobile phones or other digital devices. These 

technologies have been particularly impactful in reaching underserved populations in remote areas. 

 

Financial Literacy and Education: Financial inclusion is not just about access to services; it also emphasizes 

the importance of financial literacy and education. Individuals need to understand basic financial concepts, 

develop money management skills, and make informed financial decisions. Financial literacy programs and 

initiatives play a critical role in empowering individuals and promoting responsible financial behavior. 
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Regulatory and Policy Support: Governments and regulatory authorities play a crucial role in creating an 

enabling environment for financial inclusion. They establish policies and regulations that promote 

competition, consumer protection, and innovation in the financial sector. They also encourage collaboration 

between different stakeholders, including banks, microfinance institutions, fintech companies, and non-

profit organizations. 

 

Financial inclusion is an ongoing effort that requires collaboration among various stakeholders, including 

governments, regulators, financial institutions, technology providers, and civil society organizations. By 

expanding access to financial services and promoting financial literacy, financial inclusion aims to empower 

individuals and communities, reduce inequality, and foster inclusive economic growth. 

 

STRATEGIES ADOPTED BY RBI STRENGTHENING FINANCIAL INCLUSION 

 

The Reserve Bank of India (RBI) has implemented various strategies to strengthen financial inclusion in 

India. These strategies aim to promote access to formal financial services, enhance financial literacy, and 

create an enabling environment for inclusive growth. Here are some key strategies adopted by the RBI: 

 

Priority Sector Lending (PSL): The RBI mandates banks to allocate a certain percentage of their lending to 

priority sectors, including agriculture, micro, small, and medium enterprises (MSMEs), education, housing, 

and weaker sections of society. This policy ensures that credit flows to underserved segments and 

encourages banks to expand their reach to marginalized communities. 

 

Jan Dhan Yojana: The RBI played a crucial role in the implementation of the Pradhan Mantri Jan Dhan 

Yojana (PMJDY), a government-led initiative aimed at providing universal access to banking services. The 

RBI supported banks in opening basic savings accounts with minimal documentation requirements and no-

frills features, ensuring that even the unbanked population could have access to formal banking services. 

 

Payment Systems: The RBI has been actively involved in the development and regulation of various 

payment systems to promote digital transactions and enhance financial inclusion. Initiatives such as Unified 

Payments Interface (UPI), Aadhaar-enabled Payment System (AePS), and Bharat Bill Payment System 

(BBPS) have facilitated secure and convenient access to financial services for individuals, including those 

in rural and remote areas. 
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Banking Correspondents (BCs): The RBI encourages banks to appoint banking correspondents who act as 

agents to provide basic banking services in remote and underserved areas. BCs help extend the reach of 

formal banking services by enabling cash deposit and withdrawal, account opening, and other services on 

behalf of banks. 

 

Financial Literacy: The RBI emphasizes financial literacy and education as a key pillar of financial 

inclusion. It conducts campaigns, workshops, and programs to enhance awareness and understanding of 

financial products, savings, credit, and responsible financial behavior. The RBI collaborates with banks, 

NGOs, and other stakeholders to promote financial literacy initiatives across the country. 

 

Simplification of KYC Norms: The RBI has taken steps to simplify the Know Your Customer (KYC) norms, 

making it easier for individuals to open bank accounts and access financial services. Introduction of 

Aadhaar-based e-KYC and video KYC methods has streamlined the customer onboarding process, reducing 

paperwork and time requirements. 

 

Regional Rural Banks (RRBs): The RBI supports the establishment and growth of Regional Rural Banks 

(RRBs) to enhance financial inclusion in rural areas. RRBs focus on providing banking services to rural and 

semi-urban areas, targeting the agricultural sector and marginalized communities. 

 

Policy Framework: The RBI continually reviews and updates its policy framework to foster financial 

inclusion. It monitors the progress made by banks in achieving financial inclusion targets, revises guidelines 

as needed, and introduces new initiatives to address emerging challenges and opportunities. 

 

These strategies adopted by the RBI have contributed significantly to strengthening financial inclusion in 

India. They have helped in expanding access to formal financial services, promoting digital transactions, 

enhancing financial literacy, and encouraging banks to serve the underserved sections of society. 

 

ROLE OF BANKS TOWARDS FINANCIAL INCLUSION IN INDIA 

 

The role of banks in promoting financial inclusion in India is crucial and multifaceted. Financial inclusion 

refers to the accessibility and availability of affordable financial services to all individuals and businesses, 

especially those who are underserved or excluded from the formal banking system. Banks play a pivotal 

role in bridging this gap and empowering people to participate in the formal economy. Here are some key 

ways in which banks contribute to financial inclusion in India: 

 

Expanding Banking Reach: Banks work towards expanding their physical presence by opening branches 

and establishing banking correspondents in rural and underserved areas. This enables individuals in remote 

locations to access basic banking services, such as savings accounts, loans, and payment services. 
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No-Frills Accounts: Banks offer "no-frills" or basic savings accounts with minimal documentation 

requirements and low or zero minimum balance requirements. These accounts provide a starting point for 

individuals who have had limited or no access to formal banking services. 

 

Technology-Driven Solutions: Banks leverage technology to reach the unbanked population through mobile 

banking, internet banking, and digital payment systems. These platforms enable individuals to access 

banking services and make transactions using their mobile phones or other digital devices. 

 

Financial Literacy and Education: Banks play a vital role in promoting financial literacy and education 

among the underserved communities. They conduct awareness campaigns, workshops, and training 

programs to educate people about the benefits of savings, budgeting, and responsible borrowing. 

 

Microfinance: Banks provide microfinance services to support small-scale entrepreneurs and self-help 

groups in the informal sector. Microfinance institutions, often supported by banks, offer small loans, savings 

facilities, and insurance products to individuals who lack collateral or formal credit history. 

 

Priority Sector Lending: The Reserve Bank of India mandates that banks allocate a specific percentage of 

their lending to priority sectors, including agriculture, small businesses, and marginalized communities. 

This policy ensures that credit is extended to these sectors, fostering financial inclusion and inclusive 

growth. 

 

Government Schemes: Banks play a significant role in implementing government-led financial inclusion 

schemes, such as Pradhan Mantri Jan Dhan Yojana (PMJDY), Pradhan Mantri Mudra Yojana (PMMY), 

and Stand-Up India. These initiatives aim to provide banking access, credit, and financial services to 

marginalized sections of society, including women, farmers, and small-scale entrepreneurs. 

 

Collaboration and Partnerships: Banks collaborate with various stakeholders, including government 

agencies, NGOs, and fintech companies, to develop innovative solutions and expand financial services to 

underserved areas. Such partnerships enable the pooling of resources and expertise to achieve greater 

financial inclusion. 

 

Overall, banks in India have a pivotal role in driving financial inclusion by expanding access to banking 

services, leveraging technology, promoting financial literacy, and supporting the underserved segments of 

society. Their efforts contribute to empowering individuals, reducing poverty, and fostering inclusive 

economic growth in the country. 
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LITERATURE REVIEW 

 

Financial inclusion has emerged as a critical aspect of economic development, especially in developing 

countries like India. With a significant portion of the population being unbanked or underbanked, promoting 

financial inclusion has become a priority for policymakers and researchers alike. This literature review aims 

to analyze the impact of financial inclusion on the Indian economy, focusing on studies conducted by Indian 

authors after the year 2017. 

 

Gupta, R., & Seth, M. (2018). examine the relationship between financial inclusion and economic growth 

in India. Their findings suggest that financial inclusion positively influences economic growth, primarily 

through its impact on savings mobilization and investment. 

 

Krishnan, N. A. (2018). investigates the role of financial inclusion in poverty reduction in India. The study 

indicates that access to financial services has a significant positive effect on reducing poverty, particularly 

among vulnerable sections of society. It highlights the importance of inclusive financial policies in 

addressing income disparities. 

 

Haldar, S. (2019). explores the relationship between financial inclusion and income inequality in India. The 

study finds that increased financial inclusion has a mitigating effect on income inequality, primarily through 

its impact on income redistribution and poverty alleviation measures. 

 

Kumar, S., & Singla, R. (2020). analyze the link between financial inclusion and women empowerment in 

rural India. The study highlights the positive relationship between financial inclusion and various 

dimensions of women empowerment, including economic, social, and political empowerment. 

 

Narayanan, K., & Misra, G. (2021). examine the nexus between financial inclusion, entrepreneurship, and 

economic development in India. Their study demonstrates that improved access to finance positively 

impacts entrepreneurial activity, leading to enhanced economic growth and development. 

 

Chakrabarti, R., & Paul, S. (2022). investigate the relationship between financial inclusion and agricultural 

productivity in India. The study reveals that increased financial inclusion positively affects agricultural 

productivity through its influence on investment in technology, inputs, and risk mitigation. 
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The reviewed literature highlights the significant impact of financial inclusion on the Indian economy. The 

studies consistently emphasize the positive relationship between financial inclusion and various economic 

factors such as economic growth, poverty reduction, income inequality mitigation, women empowerment, 

entrepreneurship, and agricultural productivity. These findings underline the importance of effective 

policies and interventions to promote financial inclusion in India for inclusive and sustainable economic 

development. Further research is needed to explore specific mechanisms through which financial inclusion 

can be enhanced to maximize its impact on the Indian economy. 

 

RESEARCH OBJECTIVES 

1. To study the financial inclusion scenario in India. 

2. To study the impact of financial inclusion on Indian economy. 

 

RESEARCH METHODOLOGY 

SOURCES OF DATA 

In this study, secondary data has been used. Data has been taken from RBI, Ministry of Finance, Government 

of India, Newspaper, Journals, Articles etc. 

PERIOD OF STUDY 

2016-2020 data has been taken for this study 

DATA ANALYSIS TOOL 

In this study regression statistical tool has been used to analyse the impact of financial inclusion in Indian 

economy. 

DATA ANALYSIS 

1. Impact of No. of ATMs on GDP 

SUMMARY OUTPUT      

       

Regression Statistics      

Multiple R 0.309305      

R Square 0.09567      

Adjusted R 
Square -0.20577      

Standard Error 232.0146      

Observations 5      

       

ANOVA       

  df SS MS F 
Significance 

F  

Regression 1 17084.36 17084.36 0.317372 0.612553  

Residual 3 161492.3 53830.76    

Total 4 178576.6        

       

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Intercept -2861.11 9737.561 -0.29382 0.788049 -33850.4 28128.16 

X Variable 1 0.026518 0.047071 0.563357 0.612553 -0.12328 0.17632 
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From the above table it is suggested that there is no impact of no. of ATMs on GDP of India 

2. Impact of POS on GDP 

 

SUMMARY OUTPUT      

       

Regression Statistics      

Multiple R 0.751921      

R Square 0.565386      

Adjusted R 
Square 0.420514      

Standard Error 160.8436      

Observations 5      

       

ANOVA       

  df SS MS F 
Significance 

F  

Regression 1 100964.6 100964.6 3.902669 0.142678  

Residual 3 77611.99 25870.66    

Total 4 178576.6        

       

  Coefficients 
Standard 

Error t Stat P-value Lower 95% 
Upper 
95% 

Intercept 2136.542 257.171 8.307868 0.003654 1318.11 2954.975 

X Variable 1 0.000141 7.15E-05 1.975517 0.142678 -8.6E-05 0.000369 

 

From the above table it is suggested that there is no impact of POS on GDP of India 

 

CONCLUSION 

Exploring the transformative impact of financial inclusion on the Indian economy reveals several significant 

contributions and potential benefits. Financial inclusion has emerged as a powerful tool for fostering 

economic development, reducing poverty, promoting inclusive growth, and empowering individuals and 

businesses. Indian authors have extensively studied and highlighted the multifaceted impacts of financial 

inclusion on various sectors of the economy. 

 

Increased access to financial services has the potential to drive GDP growth and enhance productivity by 

mobilizing savings, promoting investments, and facilitating entrepreneurial activities. Financial inclusion 

plays a crucial role in poverty reduction by enabling low-income households to accumulate savings, access 

credit for income-generating activities, and manage risks through insurance and other financial instruments. 

 

The micro, small, and medium enterprises (MSMEs) sector, which is a major contributor to the Indian 

economy, benefits significantly from financial inclusion. Access to credit, investment opportunities, and 

risk management tools allows MSMEs to grow, create employment opportunities, and contribute to overall 

economic growth. 
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The agricultural sector, a significant part of the Indian economy, also experiences positive impacts from 

financial inclusion. Farmers gain access to credit for purchasing inputs, adopt modern farming techniques, 

and manage production and price risks through insurance and other risk management mechanisms. 

 

The growth of digital financial services, including mobile banking and digital payment systems, has 

transformed the financial inclusion landscape in India. These digital innovations have contributed to 

economic growth, financial efficiency, and reduced transaction costs, thereby supporting the country's 

journey towards a more digitally inclusive economy. 

 

However, it is noteworthy that recent findings indicate that the number of ATMs and the presence of Point 

of Sale (POS) terminals do not have a significant impact on India's GDP. While these findings suggest that 

the presence of ATMs and POS terminals alone may not directly influence economic growth, it is important 

to consider the broader ecosystem of financial inclusion and the range of services and initiatives involved. 

 

In conclusion, financial inclusion has demonstrated its potential to drive economic growth, reduce 

inequality, and empower individuals and businesses in the Indian economy. The ongoing efforts to enhance 

financial access, promote digital financial services, and strengthen policy frameworks contribute to a more 

inclusive and prosperous future for India. 
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