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ABSTRACT 

Financial System of an economy is its backbone. The economy of a country can survive and 

grow only when it has a robust financial system. Relating to financial system, a concept that 

has gained tremendous significance in the recent times is Financial Inclusion. The initiatives 

of government of India and international bodies to deepen the extent of financial inclusion 

are commendable. This paper is written with an objective of providing an analysis of current 

state of financial inclusion in India. The efforts of RBI towards financial inclusion have been 

elaborated. A snapshot of data provided by international bodies such as IMF and World 

Bank has been presented to know about the financial inclusion in India. A glimpse of various 

schemes of RBI for financial inclusion has been presented.  The paper also highlights the 

future potential of mobile money to strengthen the financial inclusion in India. 
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1. Introduction 

Financial Inclusion plays a central role in an economy to ensure sustainable growth. The 

fundamental aim of financial inclusion is to increase the reach of financial services to 

unbanked or un-served sections of the society. A committee on financial inclusion headed by 

Dr. C Rangarajan in 2008 defined financial inclusion as: “The process of ensuring access to 

financial services and timely and adequate credit where needed by vulnerable groups such as 

weaker sections and low income groups at an affordable cost.” Financial Inclusion aims at 

making available the financial services to every individual. It encompasses basic No- frills 

accounts, saving accounts for poor households, facilities of money transfer, small loans, 

overdraft & insurance. It also includes awareness about financial products and loan 

counselling. There are numerous studies that indicate that financial exclusion leads to a loss 

of 1% to the country’s GDP. To augment financial inclusion RBI has taken several steps such 

as Differentiated banking licenses for small banks, Payment Banks, Financial Literacy 

Campaigns and providing technology to the Business Correspondents. 

The paper is based on secondary sources of data collection. The various data sources that are 

used are: 

1. Global Findex database of World Bank 

2. Financial Access Survey of International Monetary Fund 

3. CRISIL - Inclusix 

4. Annual Reports of RBI 

5. Annual Report of Department of Financial Services, Government of India 
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2. A Glimpse of Data of Global Findex 

The most comprehensive data related to financial inclusion is being compiled by World 

Bank. The database is named as Global Findex database. It provides the data on how the 

adults save, borrow, make payments and manage risk. Since 2011 this database is published 

every three years. The data are collected in partnership with Gallup, Inc., through nationally 

representative surveys of more than 150,000 adults in over 140 economies. The 2017 edition 

provides updated information about financial inclusion in the world economies. The new data 

that has been incorporated is the use of Financial Technology by way of mobile phones and 

internet to conduct financial transactions. The World Bank has a goal of Universal Financial 

Access by 2020. The 2017 edition encompasses the data related to use of digital technology 

which is the key driver towards this goal. The paper has brought out some of the important 

highlights of the Global Findex Database related to financial Inclusion in India. This is 

depicted in Table 1. 

Table 1: Data Compiled from Global Findex Database 

Parameter 2011 2014 2017 

Account (% age 15+) 35% 53% 80% 

Account, male (% age 15+) 44% 63% 83% 

Account, female (% age 15+) 26% 43% 77% 

Account, rural (% age 15+)  33% 52% 79% 

Debit card ownership (% age 15+)  8% 22% 33% 

Used a mobile phone or the internet to access an account (% age 15+)    

  

5% 

Mobile money account (% age 15+)   2% 2% 

Mobile money account, rural  (% age 15+)   2% 1% 

Source: https://globalfindex.worldbank.org/ 

In India in 2014 men were 20 percentage points more likely than women to have an account. 

That gap has shrunk to 6 percentage points. There have been numerous government efforts 

that have helped the women gain access to financial services. The Government has 

introduced Biometric identification cards to increase the account ownership. It has helped to 

narrow down the gender gap. The gap between richer and poorer adults has also narrowed 

down. It has helped to ensure inclusive growth in terms of account ownership amongst the 

groups that were traditionally excluded. Since 2011, the share of adults who are holding 

account has more than doubled to 80%. 

As far as the use of Financial Technology is concerned there have been a very low percentage 

of users. Only one third of the account holders have reported making or receiving digital 

payments in the past 12 months. In India 42 percent of male account holders use digital 

payments, while just 29 percent of female account owners do so. The other data shows that 

less than half of account owners have a debit card. Out of them only one third have used it to 

make a direct purchase. The data shows a very startling fact that less than 10 percent of 

account owners reported using a mobile phone or internet for financial transactions during the 
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previous year. The significant increase in adult account holders and rural account holders 

depicts the deepening of financial inclusion 

3. A Snapshot of Data of Financial Access Survey of International Monetary Fund 

The Financial Access Survey is a database used to track the use & access to basic financial 

services worldwide such as Deposit accounts, ATMs, Mobile Money. This information 

allows the policymakers to monitor financial inclusion for evidence based policy making. 

The database covers 189 jurisdictions spanning more than 10 years. The paper encompasses 

the data from the survey report relating to India to assess the degree of financial inclusion in 

India. It has been presented in Table 2. 

 

Table 2: Key Data of Financial Access Survey (as per IMF Survey) 

Parameter 2013 2014 2015 2016 2017 2018 

Number of ATMs per 100,000 adults 12.84 17.77 19.68 21.23 22.07 21.74 

Number of commercial bank branches per 

100,000 adults 
11.83 12.85 13.56 14.26 14.57 14.56 

Outstanding deposits with commercial 

banks (% of GDP) 
62.43 63.81 64.79 62.49 62.77 60.01 

Outstanding loans from commercial banks 

(% of GDP) 
49.19 50.39 49.95 48.97 46.32 46.01 

Outstanding small and medium enterprise 

(SME) loans from commercial banks (% 

of GDP) 

6.12 6.83 6.98 6.49 6.26 6.03 

Number of registered mobile money 

accounts per 1,000 adults 
4.43 13.23 73.52 222.75 445.39 544.50 

Value of mobile money transactions 

(during the reference year) (% of GDP) 
0.01 0.02 0.06 0.13 0.31 0.57 

Source: Financial Access Survey, IMF  

Table 2 depicts that Number of ATMs per 1, 00,000 adults have increased to 21.74 in 2018 

from 12.84 in 2013. Number of registered mobile money accounts per 1,000 adults has also 

grown significantly to 544.50 in the year 2018 from 4.43 in the year 2013. There has been a 

remarkable increase in value of mobile money transactions as a percentage of GDP. It has 

touched 0.57 in 2018 from 0.01 in 2013. 

4. An Analysis of Crisil – Inclusix 

CRISIL –INCLUSIX is India’s first Financial Inclusion Index. It was launched in 2013 with 

an aim to provide inputs that would help in making assessment of level of financial inclusion 

in India. It is actually a barometer of financial inclusion in India. The financial inclusion 

score is computed on a scale of 100.Some of the key statistics as per CRISIL INCLUSIX 

Report of 2018 has been listed here. Table 3 shows the key numbers of 2016 that relate to 

financial inclusion. 
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Table 3: Key Statistics of Financial Inclusion for Fiscal Year 2016 

India’s Financial Inclusion Score on the scale of 100 58.0 

Districts with CRISIL- INCLUSIX Score of 100 14 

Total Life Insurance Accounts 34.4 Crore 

Total NPS Subscribers 1.23 Crore 

Deposit Accounts opened under Pradhan Mantri Jan 

DhanYojna 

31 Crore (as on Feb 14, 

2018) 

Source: CRISIL –INCLUSIX Report 2018 

Table 4 depicts the trend of various parameters compiled by CRISIL and mentioned in its 

report. These parameters include the overall financial inclusion score at country level over a 

period of time. The other significant parameters are Branch Penetration (BP), Deposit 

Penetration (DP), Credit Penetration (CP). Branch penetration impliesnumber of branches per 

lakh of population in a district. Credit Penetration implies number of loan accounts classified 

in “personal loans” occupation group as per the RBI’s definition or number of microfinance 

loans per lakh of population in a district. Deposit Penetration implies number of deposit 

accounts in per lakh of population in a district. 

Table 4: Data of Crisil – Inclusix 

Year Inclusix Index BP CP DP 

2009 35.4 37.3 33.5 39.7 

2010 37.6 38.9 34.8 43.4 

2011 40.1 41 36.8 48.3 

2012 42.8 42.7 38.7 53.2 

2013 50.1 52.4 45.7 60.3 

2014 53.2 53.5 49.9 62.1 

2015 56.2 55.4 50.4 70.5 

2016 58.0 57.2 56 78.3 

Source: CRISIL-INCLUSIX Report 2018 

 

Figure 1 shows the analysis of extent of financial inclusion in India. It shows an all India 

increase in the index of Financial Inclusion. The major cause is the significant increase in the 

accounts opened under Jan DhanScheme. The Deposit Penetration index has also improved 
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because of Jan DhanYojna. Branch penetration & Credit Penetration have also improved 

significantly. Figure 2 indicates the increasing trend of three parameters of the Inclusix index. 

Figure 1 

 

Source: Authors calculations using CRISIL INCLUSIX Data 

Figure 2 

 

Source: Authors calculations using CRISIL INCLUSIX Data 

Micro Finance Institutions play a very vital role in increasing financial inclusion. This is due 

to the fact that they are present in rural and semi-urban India that is still unbanked or 

unserved. An increase in MFI credit accounts indicates deepening of financial Inclusion. 

Table 5 depicts the data relating to MFIs credit accounts. 

Table 5: Data Relating To New Credit Accounts of Micro Finance Institutions 

Year MFI New Credit Accounts (in Crores) 

2014 0.37 

2015 0.17 

2016 0.88 

Source: CRISIL-INCLUSIX Report 2018 
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5. Efforts of Government of India towards Financial Inclusion 

During the last decade the Government of India and RBI have kept financial inclusion in its 

priority list. There have been numerous initiatives towards this end. During the year 2019 

RBI has continued with its policy of providing adequate credit to the productive sectors of the 

economy. Along with it the central bank has also made efforts to increase the reach of formal 

banking to hitherto unbanked areas. The statistics provide a very favorable picture of 

financial inclusion in India. The most significant steps towards financial inclusion during the 

recent times have been listed here. 

 Pradhan Mantri Jan DhanYojna 

The Government started the National Mission for Financial Inclusion (NMFI) under the 

nomenclature Pradhan Mantri Jan Dhan Yojana (PMJDY) in August, 2014. The purpose was 

to provide universal banking services for every unbaked household. It was based on the 

guiding principles of banking the unbanked, securing the unsecured, funding the unfunded 

and serving unserved and underserved areas.Keeping this aspect into mind the government of 

India has initiated Pradhan Mantri Jan DhanYojana (PMJDY) in August 2014. Earlier the 

motto was to open accounts for ‘Every household’. Now the focus has shifted to account 

opening by ‘Every unbanked Adult’. A digital pipeline has been laid for the implementation 

of PMJDY through linking of Jan Dhan Account with Mobile and Aadhaar (Jan Dhan 

Aadhaar Mobile).  

PMJDY aimed at providing banking service points throughout rural India by mapping over 6 

lakh villages into 1.6 lakh Sub Service Areas (SSAs). Each SSA typically comprised of 

1,000-1,500 households. Out of 1.6 lakh SSAs, 1.3 lakh SSAs are covered through 

interoperable, online BCs and remaining 30,000 are covered through bank branches. BCs 

deployed in rural areas also provide interoperable Aadhaar Enabled Payment System (AePS) 

banking services. 

Table 6: Data Showing the Reach of Banking to Rural Areas 

Particulars March 2010 March 2018 

Banking Outlets in Villages 67,694 569,547 

BSBDA through Branches (No. in Millions) 60 247 

BSBDA through Branches (Amount in Millions) 44 731 

KCC (No. in Millions) 24 46 

KCC (Amount in Millions) 1240 6096 

Source: Report of Department of Financial Services, GOI 

Table 6 presents a comparative picture of reach of banking to rural areas. The number of 

banking outlets in the rural areas, number of Basic Saving Bank Deposit Accounts (BSBDA) 

and the number of Kisan Credit Cards has also significantly improved over the period of 9 

years.  These numbers show a favourable picture of deepening of financial inclusion in India 
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Table 7: Data Relating to Progress of PMJDY 

Sr. Item Mar-15 Mar-16 Mar-17 Mar-18 Mar-19 

1 No. of PMJDY accounts (in Crore) 14.72 21.43 28.17 31.44 35.27 

2 
Deposit in PMJDY accounts (in Rs. 

Crore) 
15,670 35,672 62,972 78,494 96,107 

3 
Average Deposit per PMJDY 

account (in Rs.) 
1,065 1,665 2,235 2497 2,725 

4 

Number of RuPay debit cards 

issued to PMJDY account-holders 

(inCrore) 

13.14 17.75 21.99 23.65 27.91 

Source: Report of Department of Financial Services, GOI 

 

Table 7 presents a glimpse of progress under PMJDY launched in 2014. This is one of the 

major steps of government of India towards financial Inclusion. Since its inception the 

scheme has made a tremendous progress. The figures indicate that the number of accounts 

have increased to three fold in 2019 as compared to 2015. The deposit amount has increased 

to six fold during the period under comparison. Average deposits have also doubled. The 

numbers of RuPay Debit Cards have also doubled. 

National Strategy for Financial Inclusion 

To enable the citizens of India to access various financial services, the RBI has prepared the 

National Strategy for Financial Inclusion (NSFI) 2019-24 under the aegis of the Financial 

Inclusion Advisory Committee (FIAC). The fundamental aim is to enable the financially 

excluded people or sectors to have an access to financial services in a safe and transparent 

manner. 

‘Train the Trainers’ Programme 

In order to get advantage of Business Correspondent (BC) Model, a programme named ‘Train 

the Trainers’ was launched in March 2019. This has been initiated on the basis of the notion 

that Financial Literacy precedes the Financial Inclusion. The basic motive behind the 

initiative is to build the capacity and skills of BCs. 

Co-Origination model 

The Co-Origination model was launched to ensure proper credit delivery to the priority 

sector. As per this model scheduled commercial banks (SCBs) were enabled to co-originate 

loans with non-deposit taking systemically important NBFCs (NBFCs- ND-SI).It involves 

the joint contribution of credit by both lenders at the facility level. It also involves sharing of 

risks and rewards between the bank and the NBFC as per mutually decided agreement. In this 

regard; guidelines were issued to banks and NBFCs in September2018. 

Setting up of National Centre for Financial Education (NCFE) 

The National Centre for Financial Education (NCFE) has been set up under Section 8 of the 



Financial Inclusion in India: A Review of Present Status & Progress 

ENVISION - International Journal of Commerce and Management, Vol. (14), 2020 Page | 43 

 

Companies Act 2013. The aim of establishing NCFE is to focus on the education and 

awareness of the unbanked sections of the Indian society and strengthen the financial 

inclusion in India. 

Kisan Credit Card (KCC) 

Kisan Credit Card Scheme provides a single window to the farmers to get adequate and 

timely loans for various purposes such as cultivation, consumption, investment and insurance. 

This scheme has now been extended to the farmers who are involved in animal husbandry 

and fishery. The purpose behind widening the scope of the scheme is to enable different 

categories of farmers to avail credit for meeting their working capital requirements 

Interest Subvention for the MSME sector 

Micro, Small and Medium Enterprises form a backbone of Indian economy. This is due to their potential 

of employment generation, innovation and export generation. Despite this fact there had been a lack of 

adequate flow of the credit to this sector. To deal with this issue the Government of India, on 

November 2, 2018, announced 2 per cent interest subvention for the MSME sector, 

applicable for 2018-19 and 2019-20.  

Assignment of Lead Bank Responsibility 

Under the Lead Bank Responsibility Scheme one bank in each district is assigned the role of 

leadership. The lead bank acts as a consortium leader to co-ordinate the efforts of the banks 

in that district.RBI has the authority of assigning the lead bank in the district. As on June 

2019, 18 public sector banks and one private sector bank have been assigned lead bank 

responsibility in 717 districts across the country. 

Financial Inclusion Plans (FIPs) 

Banks have been advised to prepare Financial Inclusion Plans (FIPs) which will be approved 

by the Board of Directors of the banks. This is to ensure a planned and structured approach to 

financial inclusion. The FIPs include various parameters such as the number of outlets 

(branches and BCs), Basic Savings Bank Deposit Accounts (BSBDAs), overdraft facilities, 

KCCs and General Credit Card (GCC) accounts and transactions in ICT-BC accounts. 

6. Conclusion 

During the recent times Financial Inclusion has gained tremendous attention of the policy 

makers. This is due to the fact that overall development of the nation lies on the reach of 

financial services to all. At international front also PMJDY have been commended as one of 

the mega schemes of financial inclusion. The Kisan Credit Card, Interest Subvention Scheme, 

Lead Bank scheme, Financial Literacy and many more such initiatives have deepened 

financial literacy in India. The statistics presented in the paper also show a remarkable picture 

of financial inclusion. The hitherto neglected sections of Indian society are driving the 

benefits of these schemes. There is a huge untapped potential of digital transaction and 

mobile money. The Government is expected to take the financial inclusion to new levels with 

the help of impetus to digital transactions. The future initiatives are expected to drive the 

inclusion of MSME sector also. It would surely help India to scale new highs of growth. 
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