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ABSTRACT

This abstract provides a comprehensive overview of financial inclusion within India, examining its historical trajectory, key 
policy interventions, persistent obstacles, and notable achievements. Financial inclusion, understood as the equitable access to 
and usage of affordable financial services for all segments of the population, particularly those traditionally underserved, has 
been a central pillar of India’s developmental strategy. The abstract traces the progression from initial efforts aimed at expanding 
physical banking infrastructure to contemporary strategies leveraging digital technologies. It highlights significant programs and 
regulatory measures, such as the Pradhan Mantri Jan Dhan Yojana (PMJDY), the evolution of the Business Correspondent model, 
and the acceleration of digital payment systems, analyzing their influence on broadening access to banking, credit, insurance, 
and retirement planning. Furthermore, the abstract identifies critical challenges impeding full inclusion, including geographical 
remoteness, low levels of financial literacy, inadequate infrastructure in certain areas, and the viability of service delivery models 
for low-income communities. Finally, it evaluates the progress achieved, noting increases in formal account ownership, growth 
in digital transactions, and greater economic formalization, while emphasizing the ongoing need to deepen engagement with 
financial services and ensure their effective utilization by all citizens.
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1. INTRODUCTION
Defining Financial Inclusion in the Indian Context: Scope and 
Significance. Financial inclusion in the Indian context refers to 
the process of ensuring that vulnerable and low-income groups 
have access to a range of financial services, including banking, 
credit, insurance, and payment services, in a timely manner and 
at an affordable cost. This concept has been a developmental 
goal for the Government of India for several decades, dating 
back to the 1950s. The definition of financial inclusion has 
broadened over time. Initially, it might have primarily focused 
on providing access to basic banking facilities. However, the 
emphasis has shifted to include the availability of adequate 
credit, recognizing that mere access to financial institutions 
is insufficient without the means to improve livelihoods and 
foster economic empowerment. The Rangarajan Committee 
in 2008 notably defined financial inclusion to encompass both 
access to financial services and access to timely and adequate 
credit at an affordable cost.1 This evolution underscores a 
deeper understanding that effective financial inclusion requires 
more than just opening bank accounts; it necessitates providing 
the tools for meaningful financial participation.

The Imperative of Financial Inclusion for Equitable and 
Sustainable Development. Globally, financial inclusion is 
increasingly recognized as a critical factor in driving economic 
growth and alleviating poverty. Access to formal financial 
services can stimulate job creation, enhance resilience to 
economic shocks, and boost investments in human capital.1 
Greater financial inclusion supports equitable and sustainable 
socio-economic progress for all segments of society. It has a 
significant multiplier effect on overall economic output and 

contributes to reducing income inequality.1 Furthermore, 
the financial inclusion of women is particularly vital for 
achieving gender equality and promoting women’s economic 
empowerment.1 The United Nations’ Sustainable Development 
Goals (SDG) of 2030 explicitly recognize financial inclusion 
as a key enabler for achieving sustainable development 
worldwide.1 The strong emphasis on the connection between 
financial inclusion and women’s empowerment indicates a 
growing awareness of the specific challenges women face in 
accessing financial services and the transformative potential of 
their inclusion in the financial mainstream for broader societal 
advancement.

Structure and Objectives of the Report. This report will delve 
into the historical evolution of financial inclusion policies 
in India, followed by an examination of the key initiatives 
undertaken by the government and the Reserve Bank of India 
(RBI) to promote financial inclusion. It will then analyse 
the challenges that continue to hinder the achievement of 
comprehensive financial inclusion, followed by a discussion of 
the successes and impact of the initiatives implemented. The 
report will also explore the transformative role of technology 
and FinTech in advancing financial inclusion, the regional 
disparities that persist across the country, and finally, it will 
conclude with a summary of key findings and recommendations 
for the way forward. The primary objective of this report is to 
provide a comprehensive and data-driven analysis of financial 
inclusion in India to inform policymakers, researchers, and 
financial sector experts in their efforts to foster a more inclusive 
financial ecosystem.
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2. HISTORICAL EVOLUTION OF FINANCIAL 
INCLUSION POLICIES IN INDIA
•	 Phase I (Pre-1990s): Early Focus on Branch Expansion 

and Directed Credit. India’s journey towards financial 
inclusion began in the 1950s, with an initial emphasis 
on directing credit to sectors of the economy that were 
often overlooked. A significant step in this direction 
was the nationalization of banks in 1969 and 1980. This 
policy aimed to extend the reach of banking services 
beyond urban centres and into the rural hinterlands of 
the country. Another crucial initiative during this period 
was the establishment of Regional Rural Banks (RRBs) 
in 1975. The primary objective of RRBs was to cater to 
the specific credit requirements of the rural population.1 
In addition to these institutional changes, the government 
also introduced mandated priority sector lending targets, 
requiring commercial banks to allocate a certain percentage 
of their lending to sectors like agriculture and small-scale 
industries. The Lead Bank Scheme was also launched to 
facilitate coordinated efforts for financial development at the 
district level. This early phase of financial inclusion policy 
in India was largely characterized by a top-down, state-
driven approach. The focus was primarily on expanding the 
physical infrastructure of the banking system and ensuring 
that credit was directed towards specific sectors deemed 
crucial for national development. This approach reflected 
the prevailing socio-economic philosophy of India during 
its early decades as an independent nation, with a strong 
emphasis on state intervention to achieve developmental 
goals.

•	 Phase II (1990s-2005): Financial Sector Reforms and 
Emergence of Microfinance. The second phase of financial 
inclusion policy in India, spanning from the 1990s to 
2005, coincided with broader financial sector reforms 
initiated after 1991. These reforms aimed to enhance the 
efficiency and stability of financial institutions. This period 
also witnessed the significant emergence and growth of 
the microfinance sector in India. A key development was 
the initiation of the Self-Help Group (SHG) bank linkage 
program in 1992 by the National Bank for Agriculture 
and Rural Development (NABARD), with the support 
of the RBI. This program fostered the creation of small, 
self-managed groups, primarily of women, who pooled 
their savings and accessed credit from formal banking 
institutions. Recognizing the specific credit needs of the 
agricultural sector, the Kisan Credit Card (KCC) scheme 
was introduced in 1998. This scheme aimed to provide 
farmers with timely and affordable access to credit for their 
farming operations and other related activities. Towards 
the end of this phase, in 2004, the RBI launched ‘No Frills 
Accounts,’ designed to lower the entry barriers to formal 
banking by offering basic savings accounts with minimal 
or no balance requirements. The second phase of financial 
inclusion policy in India demonstrated a shift towards 
leveraging community-based models and introducing 
targeted financial products to directly address the needs 
of the financially excluded. The financial sector reforms 
likely provided a more robust and resilient environment for 

these initiatives to take root and expand.

•	 	 Phase III (2005-Present): Policy Thrust on Universal 
Financial Inclusion and Digital Transformation. The 
current phase of financial inclusion policy in India, which 
began around 2005, is marked by a strong policy thrust 
towards achieving universal financial inclusion and a 
significant emphasis on leveraging digital technologies. In 
its annual policy statement for 2005-06, the RBI explicitly 
highlighted the importance of financial inclusion, urging 
banks to actively work towards reaching out to the masses 
and extending banking services to even the most remote 
areas. To facilitate this expansion, the RBI introduced the 
Business Correspondent (BC) model in 2006, followed by 
Business Facilitators (BFs) in 2009. These models allowed 
banks to provide basic banking services in unbanked 
areas through authorized retail agents. In 2011, the 
government launched the ‘Swabhimaan’ campaign, further 
underscoring its commitment to financial inclusion.15 
Banks were also mandated by the RBI to formulate 
board-approved Financial Inclusion Plans (FIPs) starting 
from April 2010, outlining their strategies and targets 
for expanding financial inclusion. A landmark initiative 
in this phase was the launch of the Pradhan Mantri Jan 
Dhan Yojana (PMJDY) in 2014. This ambitious scheme 
aimed to provide universal access to banking facilities 
and has led to the opening of hundreds of millions of bank 
accounts. This period has also witnessed a significant 
emphasis on digital financial inclusion, leveraging the 
increasing penetration of Aadhaar, mobile technology, and 
the Unified Payments Interface (UPI) to enhance access 
and usage of financial services. The National Strategy for 
Financial Inclusion 2019-2024 further outlines the vision 
and objectives for this phase.1 To systematically measure 
the progress of financial inclusion, the RBI introduced the 
Financial Inclusion Index (FI-Index) in 2021. The third 
phase of financial inclusion policy in India signifies a 
major acceleration, driven by a strong policy commitment 
to universal access and a transformative shift towards 
digital platforms, fundamentally altering the landscape of 
financial inclusion in the country.

3. KEY INITIATIVES DRIVING FINANCIAL 
INCLUSION IN INDIA
•	 Government-Led Schemes:

•	 Pradhan Mantri Jan Dhan Yojana (PMJDY): Features, 
Progress, and Impact. Launched in August 2014, the 
Pradhan Mantri Jan Dhan Yojana (PMJDY) stands 
as a flagship initiative of the Government of India, 
conceived as a National Mission for Financial Inclusion. 
The scheme aims to ensure comprehensive financial 
inclusion for all households in the country by providing 
universal access to banking facilities, promoting 
financial literacy, and extending social security cover. 
Key features of PMJDY include the provision of basic 
bank accounts with no minimum balance requirement, 
a free RuPay debit card with an in-built accident 
insurance cover, and access to an overdraft facility for 
eligible account holders. As of March 2025, the scheme 
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has witnessed the opening of over  crore Jan-Dhan 
accounts, with a significant proportion of these accounts 
being in rural areas and held by women. PMJDY has 
been instrumental in bringing previously unbanked 
populations into the formal financial system, effectively 
lifting the accessibility constraint for a large segment 
of the population. Furthermore, the scheme has played 
a crucial role in facilitating the Direct Benefit Transfer 
(DBT) system and other government payments, 
ensuring that subsidies and benefits reach the intended 
beneficiaries directly. Despite these remarkable 
achievements, challenges persist, particularly 
concerning account dormancy and low levels of active 
usage, indicating a gap between access and meaningful 
engagement with financial services.

•	 Atal Pension Yojana (APY) and Pradhan Mantri 
Suraksha Bima Yojana (PMSBY): Expanding Social 
Security. The Atal Pension Yojana (APY), launched 
to provide financial security in retirement, offers a 
guaranteed minimum monthly pension to subscribers 
in the unorganized sector. The scheme aims to address 
the pension deficit in India and ensure a steady income 
stream for those without formal pension coverage. 
Complementing this, the Pradhan Mantri Suraksha 
Bima Yojana (PMSBY) provides affordable accident 
insurance coverage, offering financial assistance in 
case of accidental death or disability at a nominal 
annual premium. Together, APY and PMSBY strive to 
create a universal social security system for all Indians, 
especially the poor and underprivileged, ensuring a 
safety net against old age and unforeseen accidents. 
The success of these schemes hinges on their ability to 
achieve widespread enrolment and encourage sustained 
contributions, thereby providing meaningful social 
security to the intended beneficiaries.

•	 Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY): 
Providing Affordable Life Insurance. The Pradhan 
Mantri Jeevan Jyoti Bima Yojana (PMJJBY) was 
introduced to provide affordable life insurance coverage, 
offering financial protection to families in the event of 
the insured person’s untimely demise, regardless of the 
cause of death. The scheme is available to individuals 
aged between 18 and 50 years who hold a savings bank 
account. Enrolment is convenient, with a low annual 
premium that is auto-debited from the subscriber’s 
bank account. PMJJBY plays a vital role in promoting 
financial security and social welfare by making life 
insurance accessible to a broader population, particularly 
those in the economically weaker sections who may not 
have access to traditional insurance products due to 
high costs or lack of awareness.

•	 Kisan Credit Card (KCC) Scheme: Facilitating 
Agricultural Credit. Launched in 1998, the Kisan Credit 
Card (KCC) scheme aims to provide farmers with 
timely and adequate credit to meet their agricultural 
needs, such as purchasing seeds, fertilizers, and other 
inputs. The scheme has been extended to also cover 
investment credit requirements for allied agricultural 
activities, including dairy farming and fisheries. Under 

the KCC scheme, farmers can avail loans up to a 
certain limit, often without the need for collateral, at 
subsidized interest rates, making credit more affordable 
and accessible. This initiative is crucial for supporting 
the agricultural sector, which forms the backbone of 
the rural economy in India, by ensuring that farmers 
have the necessary financial resources to enhance 
productivity and reduce their dependence on informal 
and often exploitative moneylenders.

•	 Stand-Up India and Pradhan Mantri Mudra Yojana 
(PMMY): Promoting Entrepreneurship. The Stand-
Up India scheme, launched in April 2016, focuses on 
promoting entrepreneurship among Scheduled Caste 
(SC), Scheduled Tribe (ST) individuals, and women by 
providing them with access to funds to start their own 
greenfield enterprises. Similarly, the Pradhan Mantri 
Mudra Yojana (PMMY) aims to support small businesses 
by providing collateral-free loans up to Rs.10 lakh. 
A significant aspect of PMMY is its focus on women 
entrepreneurs, who have received a substantial portion 
of the loans disbursed under the scheme. Both Stand-
Up India and PMMY play a vital role in promoting 
entrepreneurship and fostering financial independence 
among traditionally marginalized and underrepresented 
groups, thereby contributing to job creation and overall 
economic growth.

•	 Reserve Bank of India (RBI) Initiatives:
•	 Lead Bank Scheme and Regional Rural Banks (RRBs). 

The Lead Bank Scheme, initiated by the RBI, designates 
specific banks to take a lead role in coordinating the 
efforts of all financial institutions and the government 
in the allotted districts to achieve financial inclusion 
goals. This scheme facilitates the formulation and 
implementation of district-level financial inclusion 
plans. Complementing this, the RBI has also played a 
key role in establishing and supporting Regional Rural 
Banks (RRBs). Set up in 1975, RRBs were specifically 
mandated to cater to the credit and banking needs of 
the rural population, particularly small and marginal 
farmers, agricultural labourers, and rural artisans. Over 
the years, RRBs have developed a significant branch 
network in rural areas, often reaching locations where 
commercial banks may not have a substantial presence.

•	 Self-Help Group (SHG) Bank Linkage Programme. The 
Self-Help Group (SHG) Bank Linkage Programme, 
launched by NABARD in 1992 with the active 
support of the RBI, has emerged as a cornerstone of 
microfinance in India and a crucial driver of financial 
inclusion. This program facilitates the provision of 
financial services to the rural poor, primarily women, 
through the formation of small, self-managed groups. 
These groups encourage thrift and provide a mechanism 
for accessing credit from formal banking institutions. 
The SHG-bank linkage program has grown to become 
the largest microfinance program in the world in terms 
of client base and outreach, significantly improving 
access to credit and promoting financial empowerment, 
especially among women in rural areas.

•	 Business Correspondent (BC) Model: Extending 
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Banking Reach. To overcome the challenges of limited 
physical banking infrastructure, particularly in remote 
and unbanked areas, the RBI introduced the Business 
Correspondent (BC) model in 2006. This model 
allows banks to extend their reach by engaging retail 
agents, known as Business Correspondents, to provide 
a limited range of banking services at locations other 
than traditional bank branches. BCs play a crucial 
role in facilitating account opening, accepting and 
disbursing small value deposits and withdrawals, and 
providing other basic banking services, thus acting as 
vital intermediaries between banks and the unbanked 
population, especially in geographically dispersed 
areas. The number of BCs has grown significantly over 
the years, demonstrating the widespread adoption and 
importance of this model in driving financial inclusion 
in India.

•	 Relaxed KYC Norms and Basic Savings Bank Deposit 
Accounts (BSBDAs). In an effort to make banking 
services more accessible, the RBI has taken steps to 
relax and simplify the Know Your Customer (KYC) 
norms required for opening bank accounts, particularly 
for small accounts with balances not exceeding specified 
limits. Additionally, the RBI advised all banks to offer 
Basic Savings Bank Deposit Accounts (BSBDAs) with 
minimum common facilities, such as no minimum 
balance requirement and free deposit and withdrawal 
of cash. Furthermore, banks were advised not to insist 
on an introduction for customers seeking to open bank 
accounts. These measures aimed to reduce the barriers 
to entry into the formal banking system, making it easier 
for individuals, especially those from disadvantaged 
backgrounds, to open and operate bank accounts.

•	 National Strategy for Financial Inclusion (2019-
2024). The National Strategy for Financial Inclusion 
(NSFI) for the period 2019-2024 was formulated by 
the RBI to set forth a comprehensive vision and key 
objectives for financial inclusion policies in India. 
This strategy aims to provide access to formal financial 
services in an affordable manner, broaden and deepen 
financial inclusion, and promote financial literacy and 
consumer protection across the country. It emphasizes 
a coordinated approach involving all stakeholders in 
the financial sector, including the government and other 
financial sector regulators. The NSFI also identified 
specific milestones to be achieved, such as providing 
banking access to every village within a specified radius 
and strengthening digital financial services to move 
towards a less-cash society.

•	 Financial Inclusion Index (FI-Index): Measurement and 
Trends. To effectively track the progress of financial 
inclusion across the country, the RBI constructed a 
composite Financial Inclusion Index (FI-Index), which 
was first published in August 2021 for the financial year 
ending March 2021. The FI-Index captures information 
on various aspects of financial inclusion in a single 
value ranging between 0 and 100, where 0 represents 
complete financial exclusion and 100 indicates full 
financial inclusion. It comprises three broad parameters: 

Access, Usage, and Quality of financial services. The 
FI-Index has shown a consistent improvement over 
time, reflecting the cumulative efforts of all stakeholders 
towards enhancing financial inclusion. For the year 
ending March 2024, the FI-Index stood at 64.2, an 
increase from 60.1 in March 2023, indicating continued 
progress across all sub-indices.

4. CHALLENGES HINDERING COMPREHENSIVE 
FINANCIAL INCLUSION
•	 Demand-Side Barriers:

•	 Low Financial Literacy and Awareness. Despite 
significant efforts, low financial literacy and 
awareness remain substantial challenges in achieving 
comprehensive financial inclusion, particularly in 
rural areas. Many individuals lack the fundamental 
knowledge and skills to understand and effectively 
utilize financial services, leading to underutilization of 
available banking, credit, and insurance products. This 
lack of understanding also hinders the adoption and 
usage of digital financial services, which are crucial 
for expanding financial inclusion in a cost-effective 
manner.

•	 Limited Income and Savings Capacity. A key factor 
contributing to involuntary financial exclusion is the 
limited income and savings capacity of a significant 
portion of the population. In rural areas, where many 
households depend on agriculture or daily wages, 
income can be irregular and often low, making it 
challenging for individuals to save money or invest in 
financial products. This economic instability directly 
impacts their ability to actively participate in the formal 
financial system beyond basic transactional activities.

•	 Lack of Trust in Formal Financial Institutions. The 
absence of trust in formal financial institutions also 
contributes to financial exclusion. In rural areas, this 
lack of trust can stem from historical reasons, fear of 
scams, or apprehension towards non-cash transactions. 
Moreover, perceptions of corruption within government 
financial institutions can further erode public trust, 
deterring people from using formal financial services. 
Building confidence and ensuring transparency and 
security are essential to overcome this barrier.

•	 Socio-Cultural Barriers and Gender Disparities. Deep-
rooted socio-cultural barriers and persistent gender 
disparities continue to impede comprehensive financial 
inclusion. Women, in particular, often face greater 
challenges in accessing financial services due to factors 
such as limited financial literacy, restricted mobility, and 
prevailing social norms that may discourage them from 
independently managing finances. This is also reflected 
in the higher rate of account inactivity observed among 
women compared to men.

•	 Supply-Side Constraints:
•	 Inadequate Banking Infrastructure in Rural and Remote 

Areas. Despite the progress made in expanding the 
banking network, the presence of bank branches and 
ATMs remains limited in many rural and remote areas 
of India. The distance that individuals need to travel 
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to access banking infrastructure significantly reduces 
their likelihood of using formal financial services. 
Furthermore, poor telecommunications and internet 
connectivity in rural hinterlands pose a major constraint 
to the effective delivery and adoption of digital financial 
services.

•	 High Transaction Costs and Affordability Issues. High 
transaction costs associated with certain financial 
services can also contribute to financial exclusion. 
Although initiatives like BSBDAs have addressed the 
issue of minimum balance requirements, other costs 
related to account maintenance or specific transactions 
can still be a deterrent for low-income individuals, 
particularly in rural areas.

•	 Digital Divide: Connectivity and Access to Technology. 
The digital divide, characterized by limited internet 
access and lower smartphone usage in rural and low-
income areas, presents a significant obstacle to achieving 
comprehensive digital financial inclusion. This is 
further compounded by digital literacy gaps, which 
restrict the ability of many individuals to effectively 
use mobile banking, digital payments, and other online 
financial services. Issues such as SMS delivery failures 
to basic feature phones, which are prevalent among 
rural populations, and the high cost of maintaining 
active SIM cards also exacerbate this challenge.

•	 Account Dormancy and Low Usage Rates. A significant 
challenge in India’s financial inclusion journey is the 
high percentage of dormant or inactive bank accounts, 
including those opened under the PMJDY. Despite the 
impressive increase in account ownership, the levels 
of active usage remain relatively low, indicating a 
disconnect between having an account and actively 
engaging with the formal financial system for various 
needs.

•	 Challenges in Reaching Migrant Populations. Migrant 
populations often face specific challenges in accessing 
financial services and opening bank accounts due to 
their transient nature and potential lack of local address 
proof or other required documentation. The lack of 
tailored financial products and simplified account 
opening procedures for migrants further hinders their 
financial inclusion.

5. SUCCESSES AND IMPACT OF FINANCIAL 
INCLUSION INITIATIVES
•	 Significant Increase in Bank Account Ownership and 

Penetration. One of the most notable successes of financial 
inclusion initiatives in India is the substantial increase in 
bank account ownership and penetration. Over the past 
decade, the proportion of the adult population with access 
to a formal bank account has risen significantly, with over 
80% of adults now possessing an account. This rapid 
expansion, largely attributed to government-led initiatives 
like the PMJDY, has enabled India to achieve in less than 
a decade what might have otherwise taken half a century. 
Furthermore, there has been a significant narrowing of the 
gender gap in account ownership, demonstrating progress 
in addressing gender-specific barriers to financial access. 

The initiatives have also contributed to bridging the rural-
urban divide in terms of access to banking services.

•	 Growth of Digital Financial Services and Transactions 
(UPI, AEPS, Mobile Banking). India has witnessed a 
remarkable surge in the adoption and usage of digital 
financial services and transactions. The Unified Payments 
Interface (UPI) has emerged as a revolutionary platform, 
experiencing massive growth and transforming the digital 
payment landscape. The Aadhaar Enabled Payment System 
(AEPS) has also gained significant traction, playing a 
crucial role in extending banking services to the last mile, 
particularly in rural and remote areas. Furthermore, there 
has been a notable increase in mobile money transactions 
and the overall usage of mobile banking services, 
indicating a growing preference for digital channels in 
financial activities.

•	 Improved Access to Credit and Insurance for the 
Underserved. Financial inclusion initiatives have led to 
improved access to credit and insurance for previously 
underserved populations. Government schemes such as 
the Kisan Credit Card (KCC) and Pradhan Mantri Mudra 
Yojana (PMMY) have facilitated the flow of credit to 
farmers and small businesses, respectively. The Self-Help 
Group (SHG) bank linkage program has been instrumental 
in providing access to microfinance for millions of poor 
households, particularly women in rural areas. Furthermore, 
the introduction of social security schemes like Pradhan 
Mantri Suraksha Bima Yojana (PMSBY) and Pradhan 
Mantri Jeevan Jyoti Bima Yojana (PMJJBY) has expanded 
insurance coverage, providing financial protection against 
accidents and life risks.

•	 Role in Facilitating Direct Benefit Transfers (DBT) 
and Government Payments. The financial inclusion 
infrastructure, particularly the PMJDY accounts linked 
with Aadhaar and mobile numbers (JAM trinity), has 
played a pivotal role in facilitating the Direct Benefit 
Transfer (DBT) system and other government payments. 
By directly transferring funds into the bank accounts of 
beneficiaries, the government has been able to improve 
the efficiency of its programs, reduce leakages, and ensure 
that financial assistance reaches the intended recipients in 
a timely and transparent manner.

•	 o	 Contribution to Women’s Economic Empowerment 
and Social Inclusion. Financial inclusion initiatives 
have significantly contributed to women’s economic 
empowerment and social inclusion in India. There has 
been a notable increase in the percentage of women having 
bank accounts, indicating greater access to formal financial 
services. The Self-Help Group (SHG) bank linkage 
program has been particularly effective in empowering 
rural women by providing them with access to savings, 
credit, and opportunities for income-generating activities, 
thereby enhancing their financial independence and social 
standing within their communities. Access to financial 
services has also been linked to improvements in women’s 
health, education, and employment outcomes.

•	 Impact on Poverty Reduction and Economic Resilience. 
Financial inclusion is increasingly recognized as a 
crucial driver in the efforts towards poverty alleviation 
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and enhancing economic resilience in India.1 Access to 
formal finance can significantly reduce the vulnerability 
of individuals and households to economic shocks.1 
Microcredit initiatives and the SHG program have 
demonstrated positive impacts on income generation, 
household consumption, and asset building among the 
poor. Moreover, the expansion of digital payments has 
been shown to help stabilize incomes, particularly in rural 
areas.

6. THE TRANSFORMATIVE ROLE OF TECHNOLOGY 
AND FINTECH
•	 Impact of Digital Infrastructure (Aadhaar, UPI, India 

Stack). The development and deployment of digital 
infrastructure, particularly Aadhaar, UPI, and the broader 
India Stack, have played a transformative role in advancing 
financial inclusion across India. Aadhaar, the biometric 
digital identity system, has provided a unique identification 
number to a vast majority of the population, significantly 
reducing the costs associated with Know Your Customer 
(KYC) processes and facilitating access to a wide range 
of financial and other services. The Unified Payments 
Interface (UPI) has revolutionized the digital payments 
landscape in India, offering a seamless, real-time, and 
interoperable platform for fund transfers, significantly 
enhancing financial inclusion by providing easy access 
to digital payment services for millions. The India Stack, 
which comprises Aadhaar, UPI, and other digital layers, 
has provided a foundational infrastructure that enables 
various financial service providers to develop and offer 
innovative and accessible financial products and services.

•	 FinTech Innovations: Mobile Banking, Digital Payments, 
Neo banking, and Alternative Lending. Financial 
Technology (FinTech) innovations are playing an 
increasingly crucial role in driving financial inclusion 
in India by leveraging technology to make financial 
services more accessible, affordable, and user-friendly. 
Mobile banking has expanded the reach of financial 
services to remote areas and reduced transaction costs, 
making banking more convenient for millions. Digital 
payment platforms, such as Paytm and Google Pay, have 
had a profound and largely positive impact on financial 
inclusion, particularly in rural and semi-urban areas, by 
simplifying payment processes and reducing reliance 
on cash. The emergence of neobanks and digital-only 
banks is also bringing formal financial services to the 
unbanked and underserved populations at lower costs. 
Furthermore, FinTech innovations in alternative lending, 
utilizing Artificial Intelligence (AI) and Machine Learning 
(ML) algorithms, are improving credit risk assessments 
and expanding access to credit for individuals and small 
businesses who may lack traditional credit histories.

•	 Case Studies of Successful Technology-Driven Financial 
Inclusion Models. Several case studies highlight the 
success of technology-driven financial inclusion models 
in India. The use of PMJDY’s digital infrastructure for 
the efficient and direct disbursement of COVID-19 relief 
payments demonstrated the potential of digital platforms in 
reaching vulnerable populations. The remarkable success 

of UPI in transforming India’s digital payments market, 
achieving widespread adoption across various segments 
of the population, serves as a compelling example of 
how a well-designed digital payment system can drive 
financial inclusion and reduce the reliance on cash. While 
primarily focused on Pakistan, the model of Akhuwat 
Islamic Microfinance Institution provides insights into 
the potential of interest-free microfinance in reaching 
specific population groups. Additionally, programs like 
CATALYST, which examined various models for urban 
digital payments, contribute to understanding and scaling 
effective digital financial inclusion solutions.

7. REGIONAL DISPARITIES IN FINANCIAL 
INCLUSION
•	 State-wise Analysis of Financial Inclusion Metrics. 

Despite the significant progress achieved at the national 
level, financial inclusion levels continue to vary 
considerably across different states and union territories 
in India. Often, the southern region of India exhibits 
higher levels of financial inclusion when compared to 
the eastern and north-eastern regions. States such as Goa, 
Kerala, Tamil Nadu, Maharashtra, and Telangana have 
generally shown strong performance in financial inclusion 
metrics. However, it is important to note that significant 
disparities persist across various regions, indicating an 
uneven distribution of financial access and usage despite 
the overall improvements.

•	 Identifying Regions with Low Financial Inclusion and 
Underlying Factors. The eastern, north-eastern, and central 
regions of India often lag behind in terms of financial 
inclusion when compared to other parts of the country. 
Several underlying factors contribute to this disparity. 
Higher rates of poverty and lower levels of literacy in 
these regions can limit the demand for and access to formal 
financial services. Additionally, inadequate infrastructure, 
particularly poor telecommunications and internet 
connectivity in the rural hinterlands of these regions, poses 
a significant challenge to the expansion of digital financial 
inclusion initiatives.

•	 Strategies and Policy Interventions to Address Regional 
Imbalances. Addressing the persistent regional disparities 
in financial inclusion requires a more focused and tailored 
approach. Policymakers should prioritize the development 
and implementation of strategies that specifically target the 
regions with low financial inclusion, taking into account 
their unique socio-economic contexts and infrastructure 
challenges. Strengthening the financial infrastructure in 
underserved regions, particularly in terms of banking 
outlets and digital connectivity, is crucial. Furthermore, 
targeted financial literacy campaigns designed to address 
the specific needs and local languages of these regions can 
help to increase awareness and usage of financial services. 
Incentivizing financial institutions to expand their reach 
and offer suitable products in these underserved areas 
may also be necessary to reduce the existing regional 
imbalances.



State/UT

Bank 
Branches 
per 100,000 
Adults

Percentage 
of Adults 
with a Bank 
Account 
(2021)

Loan 
Accounts 
per 1,000 
Adults 
(2022)

RBI FI-
Index Score 
(March 
2024)

Goa 24.64 80.65 303.1 N/A

Kerala 14.31 80.65 303.1 N/A

Tamil Nadu 14.31 80.65 303.1 N/A

Maharashtra 14.31 80.65 303.1 N/A

Telangana 14.31 80.65 303.1 N/A

Bihar 14.31 80.65 303.1 N/A

Orissa 14.31 80.65 303.1 N/A

Rajasthan 14.31 80.65 303.1 N/A

Uttar 
Pradesh 14.31 80.65 303.1 N/A

Chhattisgarh 14.31 80.65 303.1 N/A

Jharkhand 14.31 80.65 303.1 N/A

West Bengal 14.31 80.65 303.1 N/A

Assam 14.31 80.65 303.1 N/A

Manipur 14.31 80.65 303.1 N/A

Nagaland 14.31 80.65 303.1 N/A

Arunachal 
Pradesh 14.31 80.65 303.1 N/A

Mizoram 14.31 80.65 303.1 N/A

Meghalaya 14.31 80.65 303.1 N/A

National 
Average 24.64 78 303.1 64.2

Note: Data for Bank Branches per 100,000 Adults is for 2022.[3] Percentage 
of Adults with a Bank Account is for 2021.[76, 90, 148] Loan Accounts per 
1,000 Adults is for 2022.[3] RBI FI-Index Score is for March 2024.[63, 107, 
109, 110, 111, 113] State-wise FI-Index data was not readily available in the 
provided snippets.

Table 1: State-wise Comparison of Key Financial Inclusion 
Indicators (2024)

8. CONCLUSION AND WAY FORWARD: Financial 
inclusion in India has witnessed remarkable progress over 
the past several decades, evolving from a focus on branch 
expansion and directed credit to a more comprehensive and 
technology-driven approach. Key government-led schemes 
like PMJDY, APY, PMSBY, PMJJBY, and KCC, coupled with 
RBI initiatives such as the Lead Bank Scheme, RRBs, the SHG 
bank linkage program, the BC model, relaxed KYC norms, and 
the National Strategy for Financial Inclusion, have collectively 
contributed to a significant increase in bank account ownership 
and the growth of digital financial services. The introduction 
of the FI-Index has provided a valuable tool for monitoring 
this progress. Despite these successes, challenges persist in 
achieving truly comprehensive financial inclusion. These 
include issues such as account dormancy, persistent regional 
disparities, the need for enhanced financial literacy, addressing 
the digital divide, and improving access to credit for MSMEs 
and vulnerable groups. To sustain and deepen financial 
inclusion in India, several policy recommendations can be 
considered. Strengthening financial literacy initiatives through 
targeted campaigns, investing in robust digital infrastructure in 
rural and remote areas, developing tailored financial products 
and services that meet the specific needs of different segments, 

promoting active usage of bank accounts beyond government 
transfers, addressing socio-cultural barriers and promoting 
gender-inclusive policies, enhancing the effectiveness of 
the BC model, and continuing to leverage technology and 
FinTech innovations responsibly are crucial steps. The future 
of financial inclusion in India will likely be shaped by the 
continued advancements in technology, including the potential 
of AI and blockchain, while also requiring a strong emphasis 
on data privacy and consumer protection in the digital financial 
ecosystem. Continuous monitoring and evaluation of financial 
inclusion efforts, along with sustained collaboration among 
the government, RBI, financial institutions, FinTech’s, and 
other stakeholders, will be essential to ensure that the benefits 
of financial inclusion reach every citizen of India, fostering 
equitable and sustainable economic development.
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