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Abstract 

A financial inclusion serves as an effective tool for addressing social issues and promoting economic development. 

Given the limited research on this topic in emerging economies, it is essential to examine the existing policies, 

practices, and challenges related to financial inclusion in India to develop innovative solutions for improvement. 

This study intends to evaluate the current landscape of financial inclusion in India by analyzing its policies, 

practices, and hurdles. The results indicate that around 44% of adults in developing nations do not have access to 

financial services, with only a few countries achieving notable advancements through various policies and 

practices. These include mobile banking offerings, compatibility with mobile money systems, enhanced local 

connectivity, investment in human capital development, and the digital transformation of public services aimed 

at fostering digital financial inclusion. 
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Introduction 

To attain economic resilience and independence, it is essential for any economy to foster conducive 

conditions for individuals, families, and private entities. The establishment of robust financial services and a 

comprehensive network of bank branches serves as crucial drivers for developmental and growth-oriented 

initiatives. Financial inclusion refers to the accessibility of an economy's financial system to all its members. 

Given that banks are pivotal in delivering most financial services, banking inclusion can serve as a proxy for 

overall financial inclusion. Therefore, within the banking sector, financial inclusion pertains to the broadening of 

banking services across diverse population segments. 

The Rangarajan Committee (2008) defines financial inclusion as ensuring timely access to financial 

services and suitable credit when required by vulnerable populations, including marginalized groups and low-

income households, at an affordable cost.  

India boasts a well-organized banking framework that addresses the financial requirements of both 

individuals and families while simultaneously aiding the nation's growth and development. To fulfill these 

financial needs effectively, substantial reforms and continuous oversight are necessary to sustain modern banking 

practices, encourage healthy competition, and promote financial inclusion. The Indian banking sector comprises 

the Reserve Bank of India (RBI), which acts as the central bank, along with various commercial and cooperative 

banks. 

Bank nationalization leads to a major transformation in the focus of banking from catering to a select 

class to serving the broader population. The establishment of regional and rural banks aims to offer financial 

services to marginalized communities. An inclusive financial system is crucial for all nations for several reasons: 

firstly, it enables the efficient allocation of productive resources; secondly, it significantly improves financial 

management; and thirdly, it reduces reliance on informal funding sources, such as predatory moneylenders in rural 

https://www.mdpi.com/search?q=digital+financial+inclusion
https://www.mdpi.com/search?q=policy
https://www.mdpi.com/search?q=practices
https://www.mdpi.com/search?q=challenges
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areas who may exploit their clients. Consequently, an inclusive financial framework enhances both efficiency and 

welfare by promoting secure saving practices while providing a diverse array of financial services. 

In India, where 65% of the populace resides in rural areas and many lack access to essential financial 

services, addressing this issue has become imperative. The Indian government has tasked the Reserve Bank of 

India with implementing measures that foster inclusive growth. Financial inclusion can also be described through 

its negative counterpart—financial exclusion—which denotes the inability to access basic financial services 

appropriately. This exclusion can stem from various factors such as accessibility issues, high costs, inadequate 

marketing efforts, unfavorable conditions, or self-exclusion due to negative experiences or perceptions. Among 

those disproportionately affected by financial exclusion are the impoverished populations who faced heightened 

challenges during the COVID-19 pandemic. 

The disadvantaged, especially the elderly, often lack essential digital resources necessary for accessing 

or utilizing financial services, which frequently relegates them to the status of unbanked individuals as they are 

frequently viewed as high-risk by various financial institutions. Over the past decade, progress in financial 

inclusion has enabled governments to extend support to impoverished populations; however, the COVID-19 

pandemic presents both significant challenges and opportunities. For instance, while the pandemic and its related 

lockdowns and mobility limitations have led to an increase in digital financial inclusion, some microfinance 

institutions and other lending organizations are experiencing a rise in non-performing loans, constraining their 

capacity to provide additional credit that could assist those affected by the pandemic's adverse effects. (Mhlanga 

2022) 

Despite their crucial contribution to national economic development, businesses operating within the 

informal sector often face barriers in obtaining financial services due to their informal nature. The informal 

economy accounts for over 60% of the global workforce, with more than 85% situated in Africa. Financial service 

providers tend to view this sector as undesirable and unworthy of loans and other financial products. In light of 

the ongoing economic crisis triggered by COVID-19, digital technology has become vital as it enables these 

businesses to reach a broader customer base and offer their products for extended periods without requiring 

physical visits.  

The government has directed more funding toward larger enterprises compared to smaller ones in 

response to the profitability and sustainability challenges posed by the COVID-19 crisis. Smaller businesses, 

which typically have greater funding needs, have been adversely affected due to this preferential treatment towards 

larger firms. Companies like Checkers are facilitating this transition by adopting information and communication 

technology (ICT) as they shift from physical operations to online platforms, helping consumers mitigate risks 

associated with overstocking and subsequent revenue losses. Consequently, many small, medium, and micro-

enterprises (SMMEs) struggle to achieve their growth objectives because their owners often lack essential 

business acumen and ICT skills required for viability and sustainability. (Gqoboka et al., 2022; Wendt et al., 2021; 

Anakpo et al., 2023) 

This study is pertinent as it enhances comprehension of financial inclusion along with the policies and 

behaviors that promote it. The insights obtained will guide innovative digital strategies aimed at integrating 

marginalized groups into the financial services framework—an essential component for fostering a saving culture 

among semi-urban and rural communities as well as previously unbanked populations. Moreover, individuals 

from excluded groups may gain empowerment through improved access to financial services, potentially leading 

to a broader impact on the development and execution of other initiatives. Ultimately, this study’s comprehensive 

examination of financial inclusion policies and practices will inform future research endeavors and discussions 

on this subject matter. 
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Literature Review 

Rangarajan C. (2008). "Report of the Committee on Financial Inclusion". Financial inclusion refers to 

the initiative aimed at providing access to financial services and adequate credit for vulnerable populations, 

including marginalized and low-income groups, in a timely manner and at an affordable cost.  

As highlighted by Mandira Sharma and Jesim Paise (2008), achieving financial inclusion is a primary 

goal within the development strategies of many countries. The correlation between human development and 

financial inclusion is generally strong, with few exceptions noted. Income levels tend to have a positive 

relationship with financial inclusion. Additionally, factors such as physical infrastructure, electronic connectivity, 

and access to information—illustrated through metrics like road networks and usage rates of telecommunication 

and internet services—play a significant role in enhancing financial inclusion. 

Michael Chibba (2009) states that "Financial Inclusion serves as a strategy for inclusive development 

and poverty alleviation, forming part of the evolving FI-PR-MDG nexus." In light of current global challenges, 

promoting financial inclusion may serve as a more vital incremental approach to achieving the Millennium 

Development Goals (MDGs) than it has in recent times. 

Raghuram G. Rajan (2009), in "A Hundred Small Steps - Report of the Committee on Financial Sector 

Reforms," characterizes financial inclusion as the principle of universal access to a diverse array of financial 

services at equitable prices. This encompasses not only banking products but also insurance and investment 

offerings. 

Oya Pinar Ardic et al. (2011) noted that their research utilizes the financial access database from CGAP 

and the World Bank group to quantify the number of unbanked adults globally, examine access to deposit and 

loan services, assess the reach of retail networks, and evaluate the status of financial inclusion mandates 

worldwide. The results indicate that significant efforts are required to enhance financial inclusion, with 56% of 

individuals globally lacking access to formal financial services. 

Richa Aggarwal (2014) addresses the challenges and opportunities related to financial inclusion in India, 

which is home to the largest rural population in the world. Financial inclusion is a contemporary term that 

encompasses strategies aimed at fostering banking practices among rural communities. It can be defined as making 

financial services available at affordable rates to various low-income and marginalized groups within society. An 

inclusive financial system is essential for enhancing efficiency and well-being by facilitating secure saving habits 

and providing a wide range of effective financial services. 

Thankom Arun and Rajalaxmi Kamath (2015) assert that achieving financial inclusion ranks as a primary 

policy goal for many nations. Their round table discussion offers both global and regional perspectives on policies 

and practices concerning financial inclusion. By employing macro data, this collection illustrates the variety of 

initiatives aimed at promoting financial inclusion while highlighting the need for an adaptive approach. 

Additionally, insights specific to regions such as India, South Africa, and Australia regarding their respective 

policies and practices surrounding financial inclusion are presented in this roundtable discussion. 

Nirvikar Singh (2017) outlines several core concepts related to financial inclusion, including access to 

banking services, digital payment systems, and financial literacy. He also highlights markets for health insurance, 

crop insurance, agricultural credit, small business financing, and microcredit/microfinance. The paper examines 

various empirical and institutional research focused on these aspects of financial inclusion in developing nations. 

Additionally, it reviews recent studies conducted in India by the International Growth Centre that tackle these 

specific financial inclusion challenges. Finally, the report addresses policy implications and potential avenues for 

future research. This overview emphasizes the significance of social and economic contexts, the necessity to 

account for behavioral biases linked to time and risk scenarios, the interplay among different facets of financial 
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inclusion, the critical nature of policy design specifics, and our limited understanding of many underlying factors 

influencing financial market operations. 

Wen, L.Z., and Guy, H.A. (2019) note that developing countries—especially those in Africa—have 

experienced substantial improvements in financial services recently. Innovative products and delivery methods 

have reached financially excluded and marginalized populations. Over recent years, no region with identifiable 

digital financial services (DFSs) has contributed more significantly to enhancing financial inclusion than Africa. 

According to 2017 Global Findex data, Africa boasts the highest percentage of mobile money accounts at 20.9% 

of its adult population; this is followed by South Asia at 4.2%, Latin America and the Caribbean at 5.3%, and 

other parts of the world at 4.4%. Furthermore, in 2017, 34.4% of adults in Sub-Saharan Africa engaged in digital 

payments—an increase from 26.9% in 2014. This growth encompasses a broad spectrum of financial services 

such as insurance products, cross-border transfers, credit options, savings facilities, along with account ownership 

and basic transactional activities. 

Buteau et al. (2021) found that despite a rise in financial access over the past decade, a significant portion 

of the population remains unbanked or underbanked. In the United States particularly disadvantaged 

communities—including low-income households and rural residents—often face challenges when trying to utilize 

digital banking services. These challenges include limited access to digital infrastructure, insufficient financial 

literacy, and concerns regarding data security. Tackling these issues is essential to ensure that digital banking truly 

fosters inclusive finance rather than exacerbating existing disparities. 

Ogboye et al. (2022) highlight the critical role of comfort in digital banking for enhancing consumer 

satisfaction, noting that factors such as speed and ease of use significantly influence adoption rates. Similar trends 

observed in the United States suggest that innovations in fintech and seamless user experiences greatly impact 

customer decisions. By fostering regulatory innovation and investing in digital literacy, financial institutions can 

address existing gaps and boost economic engagement. 

Patel and Satapathy (2023) assert that fintech and digital finance facilitate access to financial services for 

unbanked communities. This accessibility helps lower transaction costs while promoting investment in traditional 

banking infrastructure. 

Jameaba (2023) highlighted that the implementation of these technologies can enhance the security, 

transparency, and efficiency of financial transactions. For instance, blockchain offers a decentralized structure 

that mitigates the risks of fraud and operational inefficiencies. Additionally, data analytics allows financial 

institutions to more accurately evaluate creditworthiness, thereby improving loan accessibility for consumers and 

small businesses. 

Lottu et al. (2023) analyze the journey toward digital banking innovation within the United States, 

underscoring the importance of mobile banking applications, contactless payment methods, artificial intelligence, 

and blockchain technology. Their findings reveal how market dynamics, regulatory conditions, and technological 

advancements have influenced the landscape of digital banking in America. 

Williams (2023) explores the impact of financial inclusion and digital innovations on economic growth, 

specifically examining how digital technologies broaden access to financial services. Despite this progress, 

underbanked populations in the United States continue to face challenges related to economic disparity, 

insufficient digital literacy, and trust issues with banking entities. 

Natsir et al. (2023) explore the impact of financial knowledge on financial literacy and inclusion by 

examining the connection between these concepts and the emergence of innovative digital services. Their research 

highlights the critical role that financial education initiatives play in encouraging the adoption of digital services. 
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In contrast, Cnaan et al. (2023) present a warning based on examples from rural India, where the shift to 

digital banking and cashless transactions has not necessarily led to greater financial inclusion. Their results stress 

the importance of financial knowledge and internet accessibility as key factors for successful digital banking, 

while also pointing out the potential exclusion of marginalized communities if these challenges remain 

unaddressed. 

Ibeh et al. (2024) emphasize the significance of business analytics and decision science in modern 

strategic decision-making, noting how advanced analytics can enhance financial literacy, inform strategic choices 

in digital banking, and support efforts towards improved financial inclusion. 

Islam and Mia (2024) explored the swift integration of digital payment systems and blockchain 

technologies in Bangladesh, shedding light on how emerging economies utilize digital solutions to enhance 

financial inclusion. Their research revealed a significant correlation between access to a wider array of financial 

services and perceptions of safety. The introduction of global service options—such as affordable digital accounts, 

mobile-based financial education programs, and AI-driven financial planning applications—has the potential to 

boost participation in digital banking among marginalized groups in the United States. 

Imuan et al. (2024) examined the disparities in American banking related to digital access, highlighting 

that factors such as wealth inequality, geographical location, and technological proficiency continue to affect 

financial inclusion. Their results emphasize the importance of bridging connectivity gaps and enhancing digital 

literacy as essential steps toward fostering equitable financial services across diverse communities. 

Mhlongo et al. (2024) contend that digital banking plays a vital role in enhancing financial inclusion by broadening 

access to financial services, reducing transaction costs, and fostering economic growth. Nevertheless, the report 

underscores various challenges such as digital inequalities, regulatory concerns, and data privacy matters. 

Reviews of current literature reveal a lack of research focused on financial inclusion policies and practices, along 

with the challenges they encounter in India. Consequently, this study is essential for providing deeper insights 

into the strategies and practices adopted by developing nations in advancing financial inclusion and identifying 

obstacles to it, ultimately aiming to uncover innovative solutions for improvement. 

 

Research Methodology 

This research utilizes secondary data sourced from Google Scholar, previously conducted surveys, published 

reports, and related literature. 

 

Policy 

The findings of the study carry important policy ramifications for various governments, legislators, 

participants in the financial sector, and developmental institutions such as the World Bank, Indian Development 

Bank, and United Nations Development Programme. In recent years, the international policy organization has 

focused on enhancing access to financial resources as a key objective for both the banking sector and overall 

economic advancement. The G-20 made its initial commitment to promoting a financial inclusion strategy in 

2008, followed by the establishment of the Global Partnership for Financial Inclusion in 2010 to advance this aim. 

Additionally, the Alliance for Financial Inclusion (AFI) was launched in 2008 as a collaborative platform for 

governments from emerging markets. 

The AFI's Maya Declaration mechanism obliges countries to make explicit governmental commitments 

towards engaging in financial intermediation. Consequently, numerous nations have initiated economic inclusion 
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programs driven by these global initiatives alongside local dynamics. Certain financial innovations could be 

utilized within the financial sector to enhance the effectiveness of state-citizen interactions. Many Asian 

governments have historically faced challenges related to efficient tax collection, public service delivery, and 

social spending. Estimates suggest that digitizing government payments could generate approximately 1% of GDP 

for most countries. 

When effectively executed, significant improvements can be realized in tax systems and compliance, 

targeting social programs, and managing public finances through current transaction data combined with private 

information. Smart contracts—designed to facilitate, oversee, or enforce contract negotiations or performance—

hold promise for improving public procurement processes. As is true with existing fiscal operations, successful 

systems will need measures that safeguard privacy while minimizing opportunities for fraudulent activities or 

evasion. 

Fintech requires investments in both hard and soft infrastructure to nurture a rapidly advancing digital 

landscape. Hard infrastructure encompasses businesses' investment needs in internet connectivity and energy 

supply to harness technological advancements effectively. Conversely, soft infrastructure pertains to necessary 

legislation that fosters a beneficial corporate environment and encourages talent development. 

Policymakers in India face several trade-offs when determining funding allocations for these initiatives. 

Projections indicate that physical infrastructure investments are already substantial and demanding; however, 

increasing government debt constrains public financing options. Bridging significant gaps in a nation's physical 

infrastructure necessitates collaboration with the private sector to secure financing or service provision ensuring 

adequate energy supply and internet connectivity. 

Moreover, investments in soft infrastructure must navigate the ongoing tension between rapid innovation 

and slower-moving policies. There exists a trade-off between fostering swift development—which offers 

considerable potential economic benefits—and diligently addressing risks associated with oversight and 

regulation aimed at maintaining financial integrity and stability. 

 

Practices 

The COVID-19 pandemic in 2020 underscored the importance of innovation within the financial services sector. 

Initially, restrictions on movement and the shutdown of bank branches across various nations emphasized the 

necessity for digital payment solutions and online banking. Additionally, many small and medium-sized 

enterprises (SMEs) in developing countries continue to compensate their employees through cash and cheques. 

However, e-wallets can be effectively utilized for these transactions to support populations that are unbanked and 

reliant on cash. For instance, in Jordan, the government encouraged citizens to use digital wallets for salary 

payments and purchases. The Central Bank of Jordan (CBJ) has authorized seven telecom and payment service 

providers to offer these wallets (Ayadi, R.; Shaban, M. 2020). 

To promote acceptance of digital payments by service providers and retailers, the CBJ launched Mobile Money 

for Resilience (MM4R), part of a COVID-19 Response Challenge Fund initiative. One local service provider 

experienced a remarkable 300% rise in applications for digital wallet accounts during the initial month of the 

pandemic. These initiatives led to a substantial increase in transaction volumes—exceeding 36.5 million JOD—

and over 190,000 new wallet registrations between late March and late April 2020. Additionally, the government 

announced plans to deploy roaming groups nationwide to educate citizens about using digital wallets, emphasizing 

the critical role of financial literacy in ensuring sustainable transaction practices. 
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In recent years, the growth of digital banking services has attracted considerable interest from various 

stakeholders, particularly politicians and academics, as a strategy for achieving financial inclusion. The 

availability of digital payment channels, internet-based remittance systems, and smartphone technologies has 

greatly enhanced access to financial institutions. The promotion and utilization of these digital services could 

potentially influence daily financial behaviors and contribute positively to economic development within 

societies. Financial inclusion is viewed as a transformative factor in numerous developing countries with the 

potential to reduce poverty while fostering a more inclusive financial environment. Despite its recognized 

importance for development goals, Bangladesh struggles with providing broader access to financial institutions. 

According to the World Bank Group (WBG), Bangladesh ranks among twenty-five nations where 73% of the 

world's economically disadvantaged individuals reside under the Universal Financial Access framework (UFA). 

A recent report from Financial Inclusion Insights (FII) regarding Bangladesh revealed that 47% of its population 

engages with economic activities via digital payments (17%), banks (5%), or non-bank financial institutions 

(23%). Furthermore, it indicated that less than one-third of women (32%) possess fully functional payment 

systems compared to 56% of men (Aziz, A., & Naima, U. 2021). 

The adoption rate for financial products is influenced by time factors. Figure 1 illustrates how different nations 

have embraced various financial products over time. The adoption of a payment product is defined by having an 

individual transactional account that allows customers to save money as well as receive and spend it—examples 

include preloaded cards, digital payment accounts, and checking accounts. Payment utilization is categorized into 

two main types: inflows and outflows. Inflows refer to utilizing payment systems for receiving wages or 

government assistance in non-cash formats such as remittances; conversely, outflows pertain to employing 

payment services for cashless transactions like retail purchases or bill settlements along with cashless transfers. 

 

Figure 1. Adoption of financial products by country. 

Source: Arun, T.; Kamath, R. (2015) 

Figure 1 illustrates that the emerging economy exhibits deficiencies in areas such as payment processing, lending, 

long-term product adoption, and insurance uptake. This has implications for digital financial inclusion, especially 

among those without bank accounts. The penetration of payment products surpasses that of other financial 

offerings across all nations, highlighting that transaction capabilities are the most effective means to enhance 

global financial inclusion. For instance, a significant portion of the population in these countries possesses only a 

single payment product, with at least 40% of adults in Kenya and approximately 20% in the United States relying 
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on it. The increasing adoption of payment products fosters their use as the primary financial instrument over 

time.** 

Certain nations with low adoption figures, such as Peru, Colombia, and Bangladesh, have made noteworthy 

advancements in payments by offering savings options through microfinance institutions (MFIs). Nevertheless, 

within these regions, savings accounts often function more like a nominal payment tool since they typically serve 

as the sole account for individuals to save funds and withdraw regularly for bill payments. Moreover, as these 

nations progress economically, there will be a necessity to shift focus towards genuine payment systems that 

facilitate non-cash transactions, akin to those utilized by other countries. While the uptake of payment products 

remains at an early stage, some usage growth is anticipated moving forward. 

Obtaining goods is often motivated by a particular financial necessity, such as receiving a paycheck. 

Users typically turn to products to meet these needs at a minimum level. Additionally, remittance services can act 

as an entry point for consumers to discover other offerings. Moreover, digital remittance transactions can reveal 

valuable consumer insights, like creditworthiness, allowing providers to present additional services. Other factors 

involve remittances paired with effective digital payment systems aimed at enhancing economic conditions for 

both consumers and providers. This perspective is reinforced by a notable correlation between the usage of 

remittance products and the acceptance of lending options, long-term savings and investments, as well as 

insurance products across the examined countries. 

Figure 2 illustrates the four stages of financial inclusion development based on varying levels of 

adoption. Countries tend to advance through these four distinct periods. Since remittances serve as the most 

effective means to initiate financial inclusion, the aforementioned phases are defined by how widely payment 

products are utilized.  

The first phase is termed "early days," representing the onset of the process. Here, acceptance of 

remittance products remains below 50% across all countries, and engagement with other financial products is 

generally low, often under 25%. Notably, Bangladesh, Peru, and Colombia excel in savings due to a high 

concentration of microfinance institutions (MFIs).  

The second phase, labeled "transitioning," marks a point where payment usage begins to gain traction, 

exceeding 50% penetration. In this stage, the adoption of one or more financial products starts to accelerate and 

approaches that of remittance acceptance; for instance, there is an uptick in extended savings and investments in 

China and credit usage in Italy. 

The third phase is identified as "ready payments," characterized by remittance adoption reaching a 

significant threshold of over 75%. At this level, countries are anticipated to have adequate financial infrastructure 

in place to facilitate higher usage rates of various additional products. The established benchmarks vary by product 

category: loans exceed 60%, long-term savings or investments surpass 70%, and insurance reaches over 45%. 

This reflects typical performance patterns where loan uptake progresses while investments and insurance follow 

suit. 

The final and most advanced stage features widespread use of remittances. At this point, consumption 

levels for all other financial products are expected to rise significantly. Countries such as Sweden, Germany, and 

Belgium exhibit predictable trends in this regard; meanwhile, Singapore and Japan closely follow suit. The United 

Kingdom leads in financing options as well as long-term savings and investment opportunities but lags behind in 

terms of insurance offerings. This discrepancy may be attributed to specific market factors that warrant further 

examination. 
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Figure 2. Four stages of financial inclusion progression based on adoption 

Source: Arun, T.; Kamath, R. (2015) 

Furthermore, it is essential to clearly articulate the reasons for adoption. While product deployment 

serves as a crucial first step towards financial inclusion, the actual usage and the degree of that usage are equally 

significant. As mentioned earlier, utilizing remittance products can help customers become familiar with and adopt 

new offerings. Nevertheless, having a payment instrument does not necessarily equate to its use; not everyone 

who owns such an instrument engages it for capital transactions. Therefore, efforts should be made to promote 

usage actively. In all the countries studied, the number of individuals who utilize a remittance product to receive 

any capital flows is lower than the number of adults who possess one. This gap varies between different nations. 

 

Challenges 

According to Ozili, P.K. (2020), while financial inclusion offers numerous advantages, it also presents 

various obstacles and debates within the realm of policymaking. These conflicts are linked to the daily challenges 

faced by policymakers and help to clarify why nations adopt diverse approaches to financial inclusion. The 

following section will address the key challenges involved. 

Absence of digital infrastructure and services: One significant barrier to the implementation of digital 

applications in developing regions, particularly in Africa, is the lack of adequate digital infrastructure. This 

encompasses not only network connectivity for digital devices but also the availability of software and 

applications. Reports indicate that over fifty percent of the global population lacks access to a network. (State of 

Connectivity 2015) 

"Inactive users of financial services" issue: The issue of inactive users is increasingly becoming a 

focal point in policy debates surrounding financial inclusion. Individuals can either engage as active participants 

or remain inactive within the formal banking system. Despite substantial initiatives aimed at incorporating those 

previously excluded into this system, these individuals might still turn into passive users of financial products and 

services. They may open formal accounts yet decline to utilize card payments; additionally, they often refrain 

from making deposits into their official accounts and do not conduct any transactions through them. 
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Banks do not cooperate: Another concern is that financial institutions might hesitate to collaborate with 

governments in promoting financial inclusion through banking services. Prior to launching financial inclusion 

efforts, banks typically conduct internal cost-benefit assessments. If the expenses outweigh the potential benefits, 

banks may be reluctant to engage in such initiatives, particularly if the government is not prepared to subsidize 

these costs. In nations where both private and state-owned banks operate, private banks may shy away from 

participating in financial inclusion programs under the assumption that the government will rely on its public-

sector banks to meet its financial inclusion goals. Although banking regulators mandate that all banks take part in 

the national financial inclusion strategy, many opt to utilize government funds while permitting their banking 

services to support the program's objectives. In some instances, private banks might only engage with the public 

economic inclusion initiative for an initial two-year period before gradually withdrawing due to increasing costs 

and sustainability concerns, echoing experiences observed in India. The Indian government established the 

Pradhan Mantri Jan-Dhan Yojana (PMJDY) as a framework for financial inclusion within the country. During the 

first two years of this program, both commercial and government banks saw a significant number of Jan Dhan 

account holders; however, by the third and fourth years, there was a notable decline in Jan Dhan account 

registrations among private-sector banks. 

Lack of digital skills: People in India face challenges in effectively leveraging modern technologies and 

deriving value from the ICT or internet sector, primarily due to insufficient digital literacy. While physical access 

to the internet is essential, Aziz and Naima (2021) argue that a major obstacle to fully engaging in the digital 

economy is the lack of necessary skills. For instance, less than 50% of Indian internet users have acquired the 

latest skills needed to keep pace with the rapidly evolving digital landscape. It is important to highlight that 

maximizing the benefits of digital technology necessitates proper education and skill enhancement. 

 

Conclusion 

Financial inclusion serves as a promising tool for addressing socioeconomic challenges by providing 

financial services to underserved populations and fostering economic development. Due to the limited research 

available and our partial comprehension of this topic, this study seeks to enhance our understanding of the 

strategies and initiatives employed by developing nations in the realm of digital finance, as well as the obstacles 

hindering digital financial inclusion, with the goal of pinpointing innovative solutions for improvement. Our 

research indicates that roughly 44% of adults in developing countries lack access to financial services, with only 

a minority making notable progress through policies and practices such as mobile money interoperability, 

enhanced connectivity, human capital development, digitization of public services, and advancing digital financial 

inclusion. Additionally, the results highlight several barriers to achieving digital financial inclusion, including 

inadequate practical digital policies from governments, infrastructural deficiencies, issues related to inactive users 

of financial services, insufficient cooperation from banks, difficulties in identifying marginalized individuals, 

ineffective public-private partnerships, weak consumer protection measures, and low levels of digital financial 

literacy. 
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