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Abstract

Financial inclusion is essential for providing marginalized and low-income groups with access to
vital financial services, boosting economic stability and growth. Although global progress has
been made in account ownership and digital payments, challenges persist, particularly in rural
areas like India. These challenges call for investments in financial literacy, consumer protection,
and technology to ensure equitable access. India has made significant strides in financial
inclusion, increasing account ownership through various initiatives. However, about 41% of
adults remain unbanked, with regional disparities limiting financial access. Rural India faces
specific hurdles, including limited banking services, dependence on predatory lenders, and low
financial literacy, which contribute to distrust in formal institutions. Efforts like self-help groups
and digital banking have aimed to bridge these gaps but often worsen inequalities due to poor IT
infrastructure and limited education, leaving marginalized communities dependent on informal
financial systems. The future of financial inclusion in India depends on overcoming
technological challenges, boosting financial literacy, and enhancing stakeholder collaboration.
Persistent issues such as distrust in digital payments, inadequate infrastructure, and complex
banking processes hinder progress. By leveraging technological advancements and implementing
supportive policies, India can harness fintech's potential to drive sustainable economic growth
and ensure equitable access to financial services, particularly for its rural population.
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Introduction

Financial inclusion refers to the process of ensuring
accessibility, availability and usage of financial services
for all members of an economy, and particularly those
from marginalized and low-income groups. It is
established that an inclusive financial inclusion has
substantial benefits to rural and excluded population in
many developing countries, where financial services has
been historically limited. Financial inclusion has
improved over the past decade, as indicated in the latest
2021 edition of World Bank's Global Findex survey,
based on nationally representative surveys of about
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128,000 adults in 123 economies (Demirgiig-Kunt et al.,
2022). In 2021, 76 percent of adults worldwide had an
account at a bank or regulated institutions. Over the
decade from 2011 to 2021, account ownership increased
by 50 percent, rising from 51 percent to 76 percent of
adults. In developing countries, the average rate of
account ownership grew by 8 percentage points from
2017 to 2021, moving from 63 percent to 71 percent of
adults. The proportion of adults in developing countries
making or receiving digital payments rose significantly,
from 35 percent in 2014 to 57 percent in 2021. In high-
income economies, the figure is nearly universal at 95
percent. Notably, about one-third of these adults began
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using digital payments for the first time due to the
COVID-19 pandemic. The outbreak also contributed to
an increase in digital merchant payments; for instance,
around 80 million adults in India made their first digital
merchant payment during the pandemic. In developing
economies (excluding China), 20 percent of adults made
a digital merchant payment in 2021, with 8 percent doing
so for the first time after the pandemic began—
accounting for 40 percent of those who made such
payments. These trends highlight how the pandemic and
social distancing measures accelerated the adoption of
digital payments.

Despite these positive developments in account
ownership and usage, significant challenges remain
among the 1.4 billion unbanked adults, including lack of
funds, distance from financial institutions, and
insufficient documentation. There are opportunities to
address these barriers. Global initiatives aimed at
improving access to trusted identification systems and
mobile phones could help increase account ownership
among hard-to-reach populations. The Global Findex
2021 survey also highlights opportunities to leverage
digital payments for wages, government transfers, and
agricultural sales, thereby promoting financial inclusion
and enhancing the use of financial services among those
who already have accounts. Digitalizing these payments
has proven effective in boosting account ownership; in
developing economies, 39 percent of adults or 57 percent
of those with accounts at financial institutions (excluding
mobile money) opened their first account specifically to
receive wages or government payments.

To address these challenges, investments are needed in
financial literacy and numeracy skills, as well as in
product design that considers customer usage patterns
and capabilities. Strong consumer protections must also
be implemented to ensure that customers benefit from
financial access and to foster public trust in the financial
system.

In India, where approximately 65% of the population
lives in rural areas, ensuring access to essential financial
services such as banking, credit, insurance, and
investment products is crucial for improving livelihoods
and promoting economic stability and sustainable
growth. Providing affordable finance to underserved
communities empowers them to engage in economic
activities, such as obtaining small business loans and
seizing growth opportunities. This access is fundamental
for generating employment, reducing poverty and
income inequality, and fostering rapid economic growth
and social cohesion.
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An inclusive financial system encompassing the rural
population promotes efficient resource distribution,
lowers capital costs, and enhances access to suitable
financial services. It also helps diminish reliance on
informal and exploitative credit sources, such as
moneylenders. Recognizing its importance,
policymakers, financial regulators, and governments
have prioritized financial inclusion as essential for social
and economic empowerment and for alleviating poverty.

The objective of this review is to provide a critical
overview of the concept of financial inclusion, the
current state of financial inclusion in rural India,
highlighting the progress achieved, the ongoing
challenges that persist, the influence of technological
innovations, and the future prospects.

Understanding the concept of financial inclusion

In broad terms, financial inclusion refers to the ongoing
availability and access to affordable financial products
and services for everyone in a fair, transparent, and
equitable manner. As an evolving concept, it
encompasses various definitions, ranging from lacking a
bank account to achieving financial literacy. Chakrabarty
(2011) and Lenka and Sharma (2017) describe financial
inclusion as the effort by mainstream institutions to
provide affordable financial products and services to
vulnerable and low-income groups in a fair and
transparent way. Additionally, Fuller and Mellor (2008)
emphasize that financial inclusion aims to create reliable,
affordable, and accessible financial services that
prioritize welfare over profit for all segments of society.
Ultimately, regardless of the underlying motivations,
financial inclusion is a valuable goal, as it can enable the
poor and vulnerable to access affordable financial
services and help alleviate poverty.

The lack of financial inclusion not only results in missed
opportunities, but it also leads to higher costs and
implications for financial transactions. Individuals
without a relationship with formal financial institutions,
such as banks, cooperatives, and credit unions, face
significantly greater expenses (Sarma, 2008). With this
in mind, prioritizing the development of socially and
financially viable inclusive financial systems is essential
for promoting inclusive growth (Bhandari, 2009).
Despite efforts by many countries in recent decades to
enhance financial inclusion, significant portions of the
population, particularly in developing nations, continue
to be excluded from financial services (Akhter et al,
2021).
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Research indicates that countries with higher levels of
financial inclusion and intermediation tend to experience
faster economic development (Beck et al, 2016).
Financial inclusion can empower marginalized and
disadvantaged individuals, enhancing their employability
and income and helping them escape poverty traps that
hinder economic progress (Bruhn and Love, 2014;
Ranabhat, 2024). Access to a formal financial system is
likely to boost an individual’s income and savings, which
in turn positively impacts long-term economic growth
(Ghosh and Vinod, 2017). As savings increase, financial
inclusion enhances the distribution of credit, enabling
financial institutions to diversify their loan portfolios.
This, in turn, leads to an overall rise in aggregate
economic activity (Ghosh and Vinod, 2017). A high
level of financial inclusion fosters  greater
institutionalization within a nation’s economy, allowing
interest rates to be used as a key policy tool, which has
significant implications for economic growth (Oanbh,
2024).

Progresses made in achieving financial inclusion in
India

India's rapid economic growth has been uneven, failing
to significantly reduce unemployment and poverty, with
over 25% of the population living in extreme poverty.
Since the 1950s, the government of India has prioritized
inclusive growth, which emphasizes broad-based, shared,
and pro-poor development. This approach seeks to
integrate marginalized groups as active participants in
the economic process, ensuring equitable access to
opportunities and leveraging financial inclusion to
achieve these goals.

The nationalization of fourteen commercial banks in
India in 1969 marked a significant shift from class
banking to mass banking, leading to the expansion of
banking services and some reduction in regional
disparities. Despite these advancements, the government
recognized that a large portion of the population, both
rural and urban, remained unbanked. The Reserve Bank
of India (RBI) shifted its focus to increasing access to
financial services, particularly after micro-credit
initiatives fell short of expectations. Estimates indicate
that 41% of the adult population is still unbanked, with
India ranking 50th out of 100 countries in financial
inclusion. Following nationalization, the Lead Bank
Scheme was introduced to coordinate banks and credit
institutions at the district level, ensuring that rural credit
needs were met. In 1975, Regional Rural Banks (RRBs)
were established specifically to cater to the rural
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economy, significantly increasing their numbers over
time. By the early 2000s, "financial inclusion" had
become a widely recognized concept. The Khan
Commission, set up by the Reserve Bank of India (RBI)
in 2004, examined financial inclusion and provided
several recommendations. RBI Governor Y. Venugopal
Reddy highlighted the exclusion of millions from the
formal financial system and urged banks to align their
practices with financial inclusion goals. Since its
establishment, the RBI has played a crucial role in
promoting financial inclusion, aiming to open nearly 600
million new customer accounts by 2020 through various
channels (Raman, 2012). Through the Kisan Credit Card
(KCC) scheme, approximately 95 million farmers gained
access to the banking system in 2010, an increase from
84.6 million in 2009. Additionally, the Self Help Group
bank linkage program enabled 7 million rural individuals
to access formal savings and credit systems (The
Government of India, 2011). Nevertheless, due to its
large population, India continues to have a substantial
unbanked population (Demirgiic-Kunt, et al., 2017).

Major milestones in financial inclusion in India include
the nationalization of banks in 1969, the establishment of
Priority Sector Lending Banks in 1971, the creation of
Regional Rural Banks in 1975, and the launch of the
Self-Help Groups Bank Linkage Programme in 1992.
NABARD set a goal to link one million SHGs by 2008,
and this target was achieved three years ahead of
schedule in 2005. The formation of the Committee on
Financial Inclusion in 2006 and the introduction of a
proposed Bill on Micro Finance Regulation in Parliament
in 2007 were also significant developments. In 2008, the
committee submitted its final report on financial
inclusion to the Union Finance Minister. The RBI and
the government have collaborated to develop new
banking products, create regulations, and promote
financial inclusion. Notably, Mangalam in Puducherry
became the first village in India where all families had
access to financial services. Several states, including
Puducherry, Himachal Pradesh, and Kerala, have
committed to achieving 100% financial inclusion in all
their districts. The RBI aims to add approximately 600
million new clients by 2020 through the use of
technology. However, barriers such as a lack of bank
branches in rural areas, low-income savings, illiteracy,
and an inadequate legal framework continue to hinder
progress.

To implement various initiatives and policies to support
financial inclusion, including no-frill accounts, overdraft
facilities in savings accounts, financial literacy programs,
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and the simplification of KYC procedures, the
Government of India and the RBI have also introduced
models involving business correspondents and business
facilitators, promoted the SHG Bank-Linkage
Programme, opened branches in unbanked rural areas,
and enhanced the use of technology in banking. The
government has launched several schemes, such as
Swabhiman, Pradhan Mantri Jan Dhan Yojana, Jeevan
Jyoti Bima Yojana, and Atal Pension Yojana, to further
advance financial inclusion. The Reserve Bank of India
(RBI) has proactively supported the development of
innovative financial products to enhance financial
inclusion for the common man. One significant initiative
is the No-Frills Account (NFA), introduced in November
2005, which allows financially excluded individuals to
access basic banking services with zero or minimal
balance requirements. In 2012, the RBI improved this
concept by launching Basic Savings Bank Deposit
Accounts (BSBDAs), which include features like debit
cards, cheque books, and internet banking, albeit with
transaction limits to prevent misuse. Kisan Credit Cards
(KCCs) provide farmers with smart cards to ensure
timely credit support for their agricultural needs. In the
2012-13 fiscal year, banks issued 1.2 million KCCs. The
RBI also introduced General Purpose Credit Cards
(GCC) in 2005, allowing rural and semi-urban
individuals to access credit of up to 325,000 without
collateral, based on household cash flow assessments. In
December 2013, guidelines were revised to include non-
farm entrepreneurial credit. To further enhance access,
banks are advised to offer overdraft facilities in savings
accounts and no-frills accounts. This enables customers
to obtain credit easily at lower rates. The Self-Help
Group — Bank Linkage Program (SLBP) has been a
crucial initiative, enabling local groups to pool savings,
with banks providing credit based on collective
decisions. The Business Correspondent (BC) and
Business Facilitator (BF) model leverages technology to
extend banking services to underserved areas. These
intermediaries facilitate the delivery of financial products
and services while facing challenges like cash
management and the need for effective training. To
address Know Your Customer (KYC) requirements, the
RBI has relaxed norms for small accounts, allowing
easier access for rural populations. Account opening
processes have also been simplified to encourage
banking among poorer sections, and the RBI now
permits banks to open branches in tier 3 to 6 cities and
villages without prior authorization. Technology plays a
vital role in financial inclusion, with mobile banking
facilitating various financial services like bill payments
and fund transfers. Additionally, banks have adopted
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ATM-based banking models and are exploring
branchless banking to reach more customers. Aadhaar-
enabled payment services streamline transactions by
linking government benefits directly to beneficiaries’
accounts. Knowledge-based approaches, including
financial education, are essential to empower individuals
to utilize financial services effectively. The Financial
Stability Development Council (FSDC) emphasizes both
financial inclusion and literacy, and the RBI has
established Financial Literacy Centers (FLCs) to conduct
awareness programs. The government has launched
various initiatives, such as revitalizing the Self-Help
Group movement, establishing a Women’s SHG
Development Fund, and promoting schemes like the
Swarnjayanti Gram Swarozgar Yojana and the National
Rural Livelihood Mission. The Mahatma Gandhi
National Rural Employment Guarantee Scheme
(MGNREGA) provides guaranteed wage employment,
with payments routed through bank accounts,
significantly increasing account openings. The Unique
Identification Authority of India (UIDAI) has also
contributed to financial inclusion by providing Aadhaar
numbers, which facilitate access to banking and
government services. The RBI has encouraged banks to
adopt financial inclusion plans that integrate these
initiatives into their business strategies.

The RBI has recently established the National Strategy
for Financial Inclusion (NSFI) for 2019-2024 as the
country’s guiding policy framework. The NSFI
acknowledges the ongoing challenge of ensuring that
financial products and services meet the needs of low-
income groups and aims to enhance financial inclusion
across all segments of society. By implementing this
comprehensive strategy, India seeks to eliminate barriers
to financial inclusion and foster an inclusive financial
ecosystem that benefits all citizens, particularly the
marginalized and economically disadvantaged. Through
targeted  initiatives, innovative  solutions, and
collaboration among stakeholders, India aims to achieve
the financial inclusion objectives outlined in the NSFI
and contribute to the broader global goals of sustainable
development and prosperity. It identifies five main
reasons for financial exclusion: lack of awareness,
insufficient income, documentation barriers, and distrust
in the financial system. It also notes factors like
unsuitable financial products, high transaction costs,
limited accessibility, and poor service quality. While
recognizing that existing banking services often exclude
marginalized and low-income groups, the policy
document fails to address the prevalence of informal
financial services and the factors driving this market.
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The NSFI emphasizes the need for context-specific
financial inclusion strategies that consider government
priorities, institutional capacity, and cultural factors. It
highlights the importance of strong leadership, effective
regulatory frameworks, market development, and
improved infrastructure. Innovation and technology are
seen as essential for expanding access, while financial
literacy initiatives aim to empower users.

Despite its strengths, the NSFI has limitations, such as
neglecting the perspectives of households and bankers,
and failing to analyze informal financial services. To
enhance effectiveness, it must involve key stakeholders
and address the unique challenges faced in India. The
document calls for improved monitoring and evaluation,
with specific benchmarks to ensure the success of
financial inclusion initiatives. Overall, the study
advocates for a comprehensive approach that
incorporates stakeholder insights to improve financial
inclusion, particularly in poorer regions.

Kumar et al., (2024) analyzed financial inclusion in
Bihar using the NSFI 2019-2024 and a field survey and
identified the need for better banking infrastructure for
marginalized groups, especially women and low-income
individuals. Key factors like age, education, and stable
employment improve access, but issues like caste
discrimination and irregular income hinder participation.
The study advocated for tailored financial products,
consumer protection, and financial literacy initiatives.
While bankers acknowledge the PMJIDY's benefits, they
are concerned about the increasing number of dormant
accounts. Overall, the study called for collaboration
among stakeholders to create targeted strategies and
monitor financial inclusion efforts, ensuring all citizens
can access the formal financial system.

Dogra et al., (2024) found that financial attitudes and
behaviors among Indians are significantly linked to
financial literacy. Individuals in the 26-30 age group
demonstrated better financial knowledge, with males
showing a greater focus on financial literacy and
behavior compared to females. Similarly, Sulthana et al.,
(2022) found that male respondents with postgraduate
degrees and incomes above INR 30,000 are more
financially literate and tend to have better financial
positions due to effective financial control, planning, and
investments in shares, mutual funds, and bank deposits.

India has made significant strides in financial inclusion
through the implementation of the "Pradhan Mantri Jan-
Dhan Yojana" (PMJDY) scheme, which has provided 75
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million previously unbanked individuals with access to a
full range of financial services. By 2017, financially
included adults represented 80% of the total population,
marking a 27% increase since 2014. Singh et al., (2021)
examined the impact of financial inclusion on economic
growth under the PMJDY scheme across 25 Indian
states. While financial inclusion has a notably positive
effect on economic growth, many states still experience
low to medium levels of inclusion, largely due to
inadequate utilization of services and a rising number of
dormant accounts following the scheme’s rollout.

Despite its strong design, the PMJDY has limitations,
including the inability to reduce dormant accounts,
ensure access to digital banking, and detect duplicate
accounts. However, targeted policy interventions, robust
data infrastructure, appropriate financial products, and
the expansion of information and communication
technologies could enhance the scheme's effectiveness
(Ray, 2024; Tarique et al., 2022).

The persistent gaps in financial inclusion have sparked
interest among researchers globally, with India being no
exception. India has a reasonable number of bank
branches and ATMs per 100,000 adults, with 14.56
branches and 21.73 ATMs. The wealthiest 60% of the
population holds the majority of bank accounts at
81.73%, while the poorest 40% has 77.08%. Overall,
89.4% of Indians possess at least one savings account,
including 92% in urban areas and 88% in rural areas.
However, banking access remains a significant issue for
low-income regions and marginalized groups. For
example, only 26.4% of women aged 15-49 in Bihar
have a bank account, well below the national average of
53%. In rural areas, this drops to 49%, while it rises to
61% in urban settings. This means nearly half of India’s
women and two-thirds of women in Bihar lack a basic
savings account.

In contrast, southern states like Kerala, Tamil Nadu,
Andhra Pradesh, and Karnataka have made notable
progress, achieving financial inclusion rates of 70.6%,
77.0%, 66.3%, and 59.4%, respectively. These figures
highlight the need for targeted initiatives to enhance
financial inclusion for women in low-income and rural
areas.

Singh and Mallich (2024) recently reported that southern
and northeastern states perform better on the overall
financial inclusion index, while states such as Odisha,
Madhya Pradesh, Chhattisgarh, Rajasthan, and Uttar
Pradesh lag behind. The results indicate that individuals
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who are urban, wealthier, more educated, and salaried
have a higher probability of being financially included.
Additionally, the findings highlight the limited presence
of bank branches and ATMs in rural areas of the country.

Account ownership in India has increased by 43
percentage points over the past decade, rising from 35%
in 2011 to 78% in 2021. This expansion can be attributed
to the Government of India’s initiative to encourage
public sector banks to establish branches in rural areas,
aiming to provide banking services within a five-
kilometer radius of every village. In hilly areas, the focus
has been on reaching hamlets with over 500 houses. The
surge in account numbers can largely be attributed to the
introduction of no-frills accounts under the Pradhan
Mantri Jan Dhan Yojana (PMJDY) scheme since 2014.
Nevertheless, a significant proportion of these PMJDY
accounts remain inactive.

Despite these efforts, some states, such as Bihar,
Manipur, Nagaland and Jharkhand, face challenges, with
a single bank branch serving approximately 10,000
people. Low incomes and difficult terrain exacerbate the
lack of accessible banking services, increasing
transaction costs and hindering financial inclusion. A
sustainable financial inclusion strategy must consider
regional disparities and income levels to effectively
address the unique challenges faced by different areas in
India.

Overall, financial inclusion presents numerous
opportunities for economic growth and development in
India. It encourages micro-insurance and enhances credit
access, thereby increasing agricultural productivity and
income levels. As poverty rates decline, integration into
the banking system rises, fostering economic
participation. The potential for remittance services
among migrant populations and the chance to improve
financial literacy for underserved communities further
highlight the importance of financial inclusion.

Financial institutions also stand to gain from expanding
their customer base and improving operational efficiency
through technology and partnerships with NGOs. To
capitalize on financial inclusion, banks must innovate
low-cost, customer-focused products and harness
technology to enhance efficiency. Collaborating with
telecommunications companies can help overcome
outreach challenges, promoting banking habits across
diverse demographics. Ultimately, financial inclusion
offers significant growth opportunities for both
individuals and the broader economy in India.

17

Unique challenges to financial inclusion in rural India

The struggle against marginality and social exclusion is
crucial for social justice and welfare (Byrne, 1999).
While technology can bridge social and economic
divides, it may also exacerbate inequalities in rural India,
particularly concerning financial inclusion. Financial
inclusion aims to ensure access to bank accounts, loans,
and savings opportunities for all. Marginalized
individuals in rural populations often face barriers to
banking and rely on predatory lenders (Conning & Udry,
2007). Local initiatives like self-help groups offer some
access but have limitations. The rise of digital banking
could worsen the economic plight of the socially
excluded, who often lack the necessary IT infrastructure,
computer literacy, and financial knowledge. In many
rural areas, cash remains the preferred method of
transaction, with savings often held in physical assets
like gold or land. However, the rise of digital financial
services and government initiatives aimed at financial
inclusion are gradually shifting practices toward more
formal financial management (Cohen & Nelson, 2011).
A significant challenge in rural financial management is
the lack of financial literacy and awareness. Many
individuals have limited understanding of basic financial
concepts such as interest rates, inflation, and risk
management, which fosters distrust in formal institutions
and a reliance on informal moneylenders who charge
high interest rates. Additionally, the seasonal nature of
rural  income  complicates effective  financial
management, as households dependent on agriculture or
other seasonal work face fluctuating income levels,
making it difficult to plan for the future and save for
emergencies (Parvin ef al., 2022).

In developing countries like India, financial inclusion
remains a significant concern for rural communities
where social inequality is stark; urban populations are
typically four times wealthier than their rural
counterparts (Twumasi et al., 2024). To address this
disparity, extensive measures have been implemented to
broaden financial inclusion, particularly in developing
countries, where approximately 1.7 billion people—90%
of the global population—Ilack access to financial
institutions (Demirgii¢c-Kunt et al., 2020; Twumasi et al.,
2024). Research has shown that wealthier rural
individuals benefit from Dbetter health, education,
entrepreneurial skills, and risk management abilities,
which ultimately help alleviate poverty and foster
economic growth (Atkinson, 2017). In contrast, low-
income rural populations often struggle with limited
financial resources and planning capabilities due to the
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volatility of their income. This demographic requires
enhanced financial literacy to make informed decisions
without incurring additional costs; increased financial
literacy can lead to better saving habits and diversified
financial portfolios (Gaisina & Kaidarova, 2017).
However, despite numerous financial literacy initiatives,
knowledge of financial concepts remains alarmingly low
among disadvantaged populations in emerging nations.

Nayak et al., (2024) assessed financial inclusion index
(FII) scores of rural households in Odisha and identified
factors influencing their financial inclusion through a
primary survey. Findings revealed that over half of the
households had low FII scores, with a strong preference
for physical transactions, highlighting challenges such as
gender and caste biases that hinder financial inclusion,
and emphasizing the need for targeted efforts to improve
access and encourage positive financial behaviors toward
digital services. It is therefore imperative to raise
awareness and encourage a shift in financial behaviors
among individuals. Concurrently, enhancing the
inclusivity of programs to address gender and caste
issues will significantly contribute to achieving the
desired outcomes.

Panakaje et al, (2023) investigated the impact of
financial literacy on financial inclusion and socio-
economic empowerment in rural Karnataka, revealing
that higher financial literacy directly enhances financial
inclusion and improves decision-making among the poor.
They concluded that promoting financial literacy is
essential for fostering better financial management,
ultimately leading to greater social and economic
empowerment within rural communities.

Prasana (2024) explored how financial technology
(fintech) could enhance rural development and
agricultural efficiency in India, noting that while fintech
had the potential to reduce costs and improve
transparency for farmers, its benefits had not been fully
realized due to inadequate deployment. Through a survey
of over 600 respondents in Tamil Nadu, the research
highlighted the demand for tailored financial services
and the need to address resistance to technology,
proposing the Rural Expertise Accomplishment System
(REAS) as a solution to effectively connect fintech with
agricultural networks.

A study conducted by Cnaan ef al., (2023) examined the
potential negative impact of digital banking and cashless
societies on marginalized groups in India, highlighting
concerns that these advancements could further exclude
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already disadvantaged populations. It found that many
rural individuals lack the necessary digital literacy and
infrastructure, making them vulnerable to exploitation by
local lenders and financial institutions. The study
concluded that without targeted policies to improve
access to technology and financial education, the shift
towards a cashless economy risks perpetuating poverty
among rural communities.

Future prospects and concluding remarks

The lack of a strong technological infrastructure, such as
poor internet connectivity and frequent power failures in
rural areas, is a key barrier to financial inclusion. This
problem is compounded by distrust in digital payments
and growing cybersecurity risks. Many rural and urban
poor populations face issues like lack of access to loans,
low skills, and poor financial literacy, which limit their
participation in the digital economy. On the supply side,
financial institutions are hesitant to serve low-value
consumers with irregular incomes, seeing inclusion as a
requirement rather than a business opportunity.
Additionally, the cost of services, complex
documentation requirements, and the formal language of
banking procedures are obstacles for the poor. Financial
inclusion is critical for poverty alleviation and inclusive
growth in India, but universal inclusion remains distant
despite long-standing efforts. To achieve this, India
needs significant investments in infrastructure, financial
literacy, and need-based financial services. The next
phase of inclusion will focus on educating people about
the benefits of the formal financial system and fostering
responsible borrowing and repayment practices. This will
require a bottom-up, multifaceted literacy campaign
involving the Reserve Bank of India, banks, educational
institutions, and NGOs. Financial inclusion is an ongoing
project that needs both short-term solutions and long-
term development to succeed.

To realize the future prospects and opportunities for
financial inclusion through technology in emerging
markets, several key areas must be addressed. First,
ongoing technological innovations, particularly in
fintech, are essential for reshaping financial inclusion by
providing new avenues for access to financial services.
Second, collaborative efforts among stakeholders—
including financial institutions, policymakers, and
technology providers—are crucial for ensuring the
sustainability of these initiatives. Policy
recommendations also play a vital role in supporting
technology-driven financial inclusion. Encouraging
investor participation to enhance stock market growth
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and fostering institutional innovations for balanced
regional development are necessary for creating a
conducive regulatory environment.

In conclusion, the potential for technological
advancements, collaborative efforts, and supportive
policies can significantly enhance financial inclusion and
contribute to sustainable economic growth in rural
economies. The transformative impact of technologies
like mobile banking, digital wallets, and blockchain is
evident, yet challenges such as data security, regulatory
issues, and the need for improved digital literacy remain.

Continuous research is essential to address these
dynamic challenges and monitor regional differences in
adoption and effectiveness. Collaboration among various
stakeholders will further refine policies and promote
inclusive financial ecosystems, ensuring that financial
inclusion initiatives lead to equitable and sustainable
economic development.
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