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Financial inclusion in India has undergone a remarkable transformation, evolving into a success story
that has empowered millions across the country. The journey towards financial inclusion in India dates
to the early 2000s when policymakers recognized the need to address the significant gap in access to
financial services by all sections of the people in the country. The Pradhan Mantri Jan Yojana (PMJDY)
not only encouraged the people for opening of No frill bank accounts but also offered various services
which further facilitated the seamless transfer of subsidies and financial aid directly into these accounts,
eliminating leakages to the account holders. The Reserve Bank of India’s (RBI) financial inclusion
index (FI) rose to 60.1% in 2022-23 (April-March) from 56.4% . The Microfinance institutions and
the
establishment of Small Finance Banks have also played a crucial role in reaching the unbanked and
underbanked populations. It has catalysed socio-economic development by fostering entrepreneurship,
creating employment opportunities, and reducing incomeinequality. Apart from this, access to formal
financial services has empowered individuals to make conscious financial decisions. In recent years, the
integration of innovative technologies like blockchain and artificial intelligence holds the potential to
further enhance the reach and efficiency of financial inclusion initiatives. The success of financial
inclusion in India is a testament to the concerted efforts of policymakers, financial institutions, and
technological advancements. As the journey continues, it is imperative to sustain this momentum by
addressing challenges, embracing emerging technologies, and ensuring that financial inclusion remains
a dynamic force for positive change, empowering millions and fostering socio-economic development
across the nation. This article explores the essential elements that add to the success of financial
inclusion, including policy initiatives, technological advancements, and the impact on socio-economic
development and how it improved the economic growth of different sections of people in the country.
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I. Introduction:
In recent years, India is revealed as a global leader in the realm of financial inclusion, with
millions of previously unbanked individuals gaining information to formal banking services.
This transformational journey has not only empowered individuals but has also fostered
economic growth and social development across the nation. The country with its extensive
population and diverse socio-economic landscape always faced significant difficulties in
ensuring access to financial services for all its citizens. A large part of the population,
particularly those in rural and remote areas, remained unaware of the formal banking sector.
This exclusion extended a cycle of poverty and poor livelihood for many. Understanding the
key role of financial inclusion in fostering inclusive growth, the Indian government launched
several ambitious initiatives to expand banking services to the underserved segments of
society. The Pradhan Mantri Jan Dhan Yojana (PMJDY), launched in 2014, stands as a star
program aimed at providing every household with access to a bank account with no frills,
insurance, and credit facilities. An initative has been made in this article to understand the
importance of financial inclusion in this era and how it helped the low-income segment
groups to lead a decent life. The study also focuses on the measures taken by the government
in promoting the financial inclusion in the country which results in overall development of
society and nation.
I1. Concept of financial inclusion
Financial inclusion entails providing affordable and timely financial services to
underserved groups, including low-income and vulnerable populations. Financial inclusion
does not stand for delivery of financial services for all at all cost. But it means that the
delivery of financial services and products at affordable costs of excluded sections of
population and low-income groups. It plays a essential role to remove away the poverty
from the country and to provide equal opportunities to vast sections of population to
access mainstream financial services for better life, living and better income and a new
path for comprehensive growth.
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I11. Review of Literature
Financial inclusion in India has gathered significant attention from many researchers
throughout the country and examined the policy frameworks, technological innovations,
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initiatives, challenges, and outcomes associated with India's drive towards financial
inclusion.. Kumar (2022) highlighted the last-mile connectivity, and regulatory constraints
are still an issue to achieve financial inclusion. Khan (2021) and Patel (2020) determined that
initiatives like Aadhaar and the Unified Payments Interface (UPI) have played a major role
in driving the financial inclusion in the economy. Soumen and Sujit (2021) found that the
government is running many initiatives, including the Kisan Credit Card, Pradhan Mantri Jan
Dhan Yojana, and Pradhan Mantri Fasal Bima Yojana to boost the financial inclusion in the
nation. Gupta et al (2020) have studied the role of digital platforms and mobile banking in
expanding financial access, particularly in remote and underserved areas and how it paves the
way for financial inclusion. Reddy (2019) and Sharma (2018) have comprehensively
analysed the impact of the Pradhan Mantri Jan Dhan Yojana (PMJDY), among the weaker
sections of the people and how it leads way to universal gate to banking services. Banerjee
(2017) and Singh (2016) provided evidence for the contributions of MFIs and SHGs in
providing credit to small entrepreneurs and promoting financial inclusion at the grass root
level.

IVV.How could India have achieved Financial Inclusion?

A variety of strategies, including focused initiatives, technology advancements, regulatory
assistance, and policy changes, have helped India attain financial inclusion. Particularly for
underprivileged and marginalized groups, this concentrated effort has significantly advanced
the diversification of access to formal financial services. The following are important
measures of India's progress in financial inclusion:

1. Technological Advancements: Financial inclusion has been accelerated by India's
groundbreaking adoption of digital finance. With Unified Payments Interface (UPI)
and Aadhaar a wide range of people may now conduct digital transactions more
quickly, easily, and conveniently. Transactions involving money have been made
easier, even in remote locations, via online banking, digital wallets, and mobile
banking.

2. Rise of Fintech: India's fintech startup scene has taken off, completely changing the
financial services industry. Fintech enterprises are utilizing technology to provide
inventive solutions customized to meet the requirements of marginalized markets.
These solutions provide access to credit and investment opportunities by utilizing
peer-to-peer lending networks, digital lending platforms, micro-investment apps, and
other means.

3. Financial Literacy Programs: The reception of banking services has been
significantly influenced by initiatives to increase financial literacy and awareness.
Individuals are now better equipped to make wise financial decisions because lot of
awareness programmes are floated understand the advantages of banking, savings,
investments, and responsible borrowing and millions of people nationwide have
benefited with this kind of programmes.

4. Increased Access to Banking Infrastructure: The expansion of banking
infrastructure, in countryside and semi-urban areas, has facilitated greater access to
financial services. The opening of bank branches, the establishment of banking
correspondents, MFIs, SHGs and the deployment of micro-ATMs, have brought
banking services very closer to doorsteps leads to enhancement of comfort zone.

5. Inclusive Growth and Development: The financial inclusion has not only improved
the lives of individuals but has also led to economic growth and development.
Increased access to credit has spurred entrepreneurship leads to enormous job creation



Page 1140 of 6
Dr.S.Sathyakala / Afr.J.Bio.Sc. 6(10) (2024)

which results in surplus income generation in rural areas. Furthermore, the
formalization of the economy has led to greater financial transparency, tax
compliance, and overall economic stability.
V.How financial inclusion changed millions of people’s lives in the economy?
Financial inclusion has brought about transformative changes in the lives of people in India,
particularly among marginalized communities and those living in rural areas. Here are some
ways in which financial inclusion has made a positive impact:

1. Availability of Formal Financial Services: Financial inclusion has ensured that
previously unbanked individuals now have reach to formal banking services such as
savings accounts, insurance, credit facilities, and remittance services. This allows the
people to keep their money safely, maintain savings, and take credit when needed,
reducing their reliance on informal and often exploitative financial sources.

2. Empowerment and Economic Independence: For many individuals, particularly
women, access to financial services has led to increased economic independence and
empowerment. Women who previously had limited control over household finances
now have the opportunity to make independent financial decisions, leading to greater
autonomy and improved socio-economic status.

3. Entrepreneurship and Livelihood Opportunities: Financial inclusion has facilitated
entrepreneurship and small business development, especially in rural areas. With
access to credit and financial services, individuals can start their own businesses,
purchase equipment or inventory, and expand existing ventures. This has led to the
creation of livelihood opportunities, job creation, and overall economic growth in
local communities.

4. Poverty Alleviation: By providing access to financial services, financial inclusion
has contributed to poverty alleviation efforts in India. Access to credit enables
individuals to invest in income-generating activities, smooth consumption during
periods of financial hardship, and build assets over time. As a result, households are
better able to withstand economic shocks and improve their overall standard of living.

5. Financial Resilience and Risk Mitigation: Having access to formal financial
services enhances individuals' ability to manage financial risks and cope with
emergencies. Savings accounts and insurance products provide a safety net against
unforeseen events such as illness, natural disasters, or crop failures. This financial
resilience helps prevent households from falling deeper into poverty during times of
crisis.

6. Education and Healthcare: Financial inclusion facilitates access to education and
healthcare services by providing a means to save and invest in these essential areas.
Families can use savings and credit to pay for school fees, purchase books and
uniforms, or invest in healthcare expenses such as medical treatment and medicines.
This contributes to improved human capital development and better health outcomes
for individuals and communities.

7. Digital Empowerment: With the advent of digital services, such as mobile banking
and digital payments, financial inclusion has also led to digital empowerment.
Everyone can now access financial services conveniently with their mobile phones,
reducing the requirement to travel long distances to access bank branches. Digital
payments have also made transactions faster, safer, and more transparent, further
enhancing financial inclusion efforts.
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VI Government Initiatives towards Financial Inclusion
India has implemented several schemes and initiatives aimed at promoting financial inclusion
across the country. These schemes target various segments of the population, including rural
communities, women, small entrepreneurs, and marginalized groups. Some of the key
schemes for financial inclusion in India:

1. Pradhan Mantri Jan Dhan Yojana (PMJDY):

e Launched in 2014, PMJDY is one of the significant financial inclusion
initiatives in India. and its objective is to contribute universal access to
banking facilities, including savings and deposit accounts, remittances, credit,
insurance, and pension services and to promote financial literacy and
awareness among unbanked peoples.

2. Stand-Up India Scheme:

e Introduced in 2016, the Stand-Up India Scheme focuses on promoting
entrepreneurship among women and minority committee’s . This scheme
offers bank loans worth of Rs. 10 lakhs to Rs. 1 crore are provided to at least
one Scheduled Caste or Scheduled Tribe borrower and at least one-woman
borrower per bank branch for setting up greenfield enterprises.

3. Pradhan Mantri Mudra Yojana (PMMY):

e PMMY Launched in 2015 aims to provide financial support to micro-
enterprises and small businesses. The scheme offers loan amount of
maximum Rs. 10 lakhs to non-corporate, non-farm small/micro-enterprises.

4. National Rural Livelihoods Mission (NRLM):

e NRLM, also known as Aajeevika and it mainly focus is to alleviate rural
poverty by promoting self-employment and enterprise development in the
local community. The financial support is provided to rural households for
setting up micro-enterprises and accessing credit facilities through self-help
groups (SHGs) and their federations.

5. Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) and Pradhan Mantri
Suraksha Bima Yojana (PMSBY):

e PMJIBY and PMSBY are insurance schemes aimed at providing life and
accident insurance coverage to individuals at affordable premiums thereby
ensuring financial security.

6. Direct Benefit Transfer (DBT):

o DBT is an initiative to transfer subsidies in a straight-line to the bank accounts
of beneficiaries, thereby reducing leakages and ensuring targeted delivery of
benefits. By linking various welfare schemes and subsidies to Aadhaar-
enabled bank accounts, DBT promotes financial inclusion and transparency in
government transfers.

VII. Recommendations
e To further advance financial inclusion in India, policymakers may focus on
strengthening financial literacy programs, enhancing digital infrastructure, and
promoting inclusive financial regulations.
e MFIs and SHGs often have a strong presence in remote and underserved areas where
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traditional banks may not operate. The last-mile connectivity is crucial for promoting
financial inclusion in rural India.

e Technological innovations, such as mobile banking, Aadhaar-enabled services, and
digital payments platforms like UPI, have frolicked a crucial role in driving financial
inclusion and by using these innovations policymakers, financial institutions, and
fintech companies can create an inclusive and resilient financial ecosystem that caters
to the diverse wants of individuals and communities, ensuring that no one is left
behind in the journey towards financial inclusion.

VII1. Conclusion

Promoting financial literacy is crucial for advancing financial inclusion in India. Financial
inclusion has indeed experienced a immenseful boom in India, transforming the landscape of
financial services accessibility and adoption across the country. This boom can be attributed
to various issues that have contributed to the widespread adoption of banking services,
especially among previously underserved populations. Financial inclusion has been
instrumental in improving the quality of life and promoting inclusive development among
underserved populations in India. By providing access to formal financial services,
empowering individuals economically, and promoting resilience and social inclusion,
financial inclusion has become a powerful tool for poverty reduction and socio-economic
advancement in the country.

Finally, it was concluded that Pradhan Mantri Jan Dhan Yojana (PMJDY) has been a game-
changer by providing global access to banking services and also other schemes like the
Stand-Up India Scheme and Pradhan Mantri Mudra Yojana (PMMY) have also played a
crucial role in promoting entrepreneurship and providing credit to small businesses and
fostering economic development
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