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An Appraisal of Financial Inclusion and 
Socio-Economic Development of India 

Dr. Mayank Kumar Singh* & Dr. Vijay Kumar**

Introduction

Sustainable development is a basic parameter for developing nation, likes, India. India’s 
government aims to create a healthy and prosperous economic environment for achieving 
socio-economic development. For this aforesaid goal ‘Financial Inclusion’ is a very innovative 
idea which has been adopted by the government of India (GoI) since 2004. Financial inclusion 
means not excluding any section of society especially the weaker and lower sections. Since 2005, 
the Reserve Bank of India (RBI) and the Government of India (GOI) have been making efforts 
to increase  nancial inclusion. Measures such as SHG-bank linkage program, use of business 
facilitators and correspondents, easing of Know Your Customer (KYC) norms, electronic bene t 
transfer, separate plan for urban  nancial inclusion, use of mobile technology, bank branches 
and ATMs, opening and encouraging ‘no-frill-accounts’ and emphasis on  nancial literacy 
have played a signi cant role for increasing the use of formal sources for availing loan/ credit. 
Financial inclusion operations in India have three basic dimensions such as, branch, deposit and 
credit penetration. We can evaluate the process of  nancial inclusion by the steps which have 
been taken by the RBI and GoI. According to the All-India Rural Credit Survey (1950), rural 
farmers relied heavily on non-institutional sources. However, urban areas had large number 
of bank branches compared to rural areas. Under these circumstances, the RBI has taken many 
initiatives after independence to meet the credit requirement of the people. Nationalization of 
banks (1969, 1980), Priority Sector Lending, Establishment of NABARD (1982), Establishment 
of Regional Rural Banks (1976), Service area approach (1989), Self-help group-bank linkage 
program (1989, 1990) are some of the appropriate examples of measures which prove the 
intension of the government to ensure socio-economic development through  nancial inclusion. 
The GoI has been also running many exclusive schemes for  nancial inclusion, such as Pradhan 
Mantri Jan Dhan Yojana (PMJDY), Atal Pension Yojana (APY), Pradhan Mantri Mudra Yojana 
(PMMY), Sukanya Samriddhi Yojana (SSA) and Varishtha Pension Bima Yojana (VPBY), etc. 
A part of these the socio-economic development is the overall development scenario of any 
country. After 2004, the HDI is the appropriate indicator to measure the economic development 

* Assistant Professor, DAV PG College, Varanasi, (U.P.)
** Assistant Professor, Vasant Kanya Mahavidyalaya, Varanasi, (U.P.)
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which is not only involved the economic indicator (GDP per Capita) as well as social indicator 
(Life Expectancy and Adult Literacy Rate). As a welfare state, GoI should make efforts to the 
quality of life and to create a peaceful environment for conducting economic operations. These 
developmental goals cannot be achieved without  nancial inclusion. So,  nancial inclusion is an 
ultimate technique for achieving a sustainable growth path which would make India the‘Vishwa 
Guru’.Undeniably, the RBI and GoI have engaged in many operations for  nancial inclusion. 
Hence, there is a need to make an appraisal of  nancial inclusion and its effect on social and 
economic developmental indicators. In this connection, the main objective of this paper is to 
understand the effectiveness of  nancial inclusion over the year and also to examine whether 
there is a relation with the socio-economic development of the country.

Methodology

In this paper an attempt has been made to evaluate and analyze the operation of  nancial 
inclusion on the socio-economic development of Indian economy. This paper also try to analyze 
the contribution of different  nancial agencies and identify the challenges by these agencies 
for achieving the sustainable growth through  nancial inclusion. The present study is a work 
to analyze the  nancial inclusion initiatives in India. All the data has been collected from RBI 
website and they are in the form of yearly basis. The data analyzes the period from 2005 to 
2021. The justi cation of data period is strictly availability basis for all variables in the single 
platform (RBI data publication). The advance statistical tools were used for analysis.

Findings

There are a number of indicators available which could draw a clear view about  nancial 
inclusion in India. However, for the sake of simplicity, we started our analysis by giving the 
data of branch network of  nancial institutional in India. The table -1 reports that in 2021, the 
commercial banks are conducting their operations in 157886 branches all over India. After CBs, 
the total number of branches of Regional Rural Banks is 14494. There are 1574 branches of Urban 
Primary cooperative banks and 93913 branches of Rural Primary Cooperative Bank in India 

Table – 1: Number of Functioning of ces of Multiple  nancial agency in India as on 2021

Sl. No. Agency Number of Branches

1. Nationalized Commercial Banks 85166

2. Regional Rural Banks 14494

3.  Urban Co-operative Credit Structure (Primary) Urban 1574

4. Rural Co-operative Credit Structure (Primary) 93913

The biggest challenge against  nancial inclusion is to cover the rural population specially 
dalit and backwards classes. According to World Bank’s Global Financial Inclusion database, 80 
percent of adults in India have a bank account in 2017, which is a biggest achievement. Despite 
of this the rest 20 percent adult population is not availing the banking and  nancial services, 
which has a big challenge for policy makers. As per a World Bank report 2018 and RBI’s Bulletin 
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2020, the total volume of digital transactions in India (including various payment channels and 
mechanisms, such as net banking, mobile banking, debit cards, credit cards, prepaid instruments, 
mobile wallets, among others) grew by compound annual growth rate (CAGR) of 30% from 
1,142 million in April 2015 to 1,928 million in April 2017. On the other hand, mobile banking 
transactions grew more than  ve times, from 19.75 million in April 2015 to 106.18 million in 
April 2017. Similarly, mobile wallet transactions grew from 11.96 million transactions in April 
2015 to 387.6 million transactions worth Rs 15,408 crore in January 2020 (World Bank 2018; 
RBI 2020).Since 2002, the GoI adopted the SHGs-Bank Linkage programme for promoting the 
women empowerment, poverty alleviation, self-employment generation. According to the 
RBI report, in 2020-21, 2887394 SHGs have been facilitated by different  nancial agencies. The 
total bank loan which disbursed by these institutions is 58071 crore in year 2021. This aforesaid 
 gure is quite impressive which make a milestone in the path  nancial inclusion initiatives of 
GoI. For the better understand and evaluate of objective, we need to give the achievement of 
Financial Inclusion Plans (FIPs): 2019-24, which is sketch by RBI to its report. Table – 2 gives the 
complete information about the achievement of  nancial inclusion. These FIPs capture banks’ 
achievements on parameters such as the number of outlets (branches and BCs), Basic Savings 
Bank Deposit Accounts (BSBDAs), overdraft facilities availed in these accounts, transactions in 
KCCs and General Credit Cards (GCCs) and transactions through the Business Correspondents 
- Information and Communication Technology (BC-ICT) channel. The progress made on these 
parameters as at the end of December 2020 is set out in Table – 2.

Table - 2: Financial Inclusion Plan: A Progress Report

Particulars Mar 2010 Dec 2020

Banking Outlets in Villages- Branches 33,378 55,073

Banking Outlets in Villages >2000*-BCs 8,390 8,51,272

Banking Outlets in Villages <2000*-BCs 25,784 3,85,537

Total Banking Outlets in Villages - BCs 34,174 12,36,809^

Banking Outlets in Villages - Other Modes 142 3,440

Banking Outlets in Villages -Total 67,694 12,95,322

Urban Locations Covered Through BCs 447 3,24,345

BSBDA - Through Branches (No. in Lakh) 600 2,891

BSBDA - Through Branches (Amount in Crore) 4,400 1,25,898

 Progress of Financial Inclusion Plan

BSBDA - Through BCs (No. in Lakh) 130 3,601

BSBDA - Through BCs (Amount in Crore) 1,100 77,163

BSBDA - Total (No. in Lakh) 735 6,492
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BSBDA - Total (Amount in Crore) 5,500 2,03,061

OD Facility Availed in BSBDAs (No. in Lakh) 2 59

OD Facility Availed in BSBDAs (Amount in Crore) 10 500

KCC - Total (No. in Lakh) 240 490

KCC - Total (Amount in Crore) 1,24,000 6,79,136

GCC - Total (No. in Lakh) 10 199

GCC - Total (Amount in Crore) 3,500 1,73,968

ICT-A/Cs-BC-Total Transactions (No. in Lakh) 270 35,183

ICT-A/Cs-BC-Total Transactions (Amount in Crore) 700 8,28,795

Source: FIP returns submitted by banks to RBI

The table–2, shows that the rural branches increased by 64 percent from 2010 to 2020. 
The 490 lakhs Kisan Credit Cards (KCC) have been issued by different lending agencies and 
approximately 6.79 Lakh crore credit disbursed by KCC upto 2020. As at end-March 2021, 12 
public sector banks and one private sector bank were assigned lead bank responsibility, covering 
at present 730 districts across the country. Providing banking access to every village within a 5 
km radius/hamlet of 500 households in hilly areas is one of the key objectives of the National 
Strategy for Financial Inclusion (NSFI) for the period 2019-24. As per the status reported by 
the concerned State/Union Territory Level Bankers’ Committees’ (SLBC/UTLBC) convener 
banks, the milestone has been fully achieved in 22 states and 6 UTs as on March 31, 2021. The 
percentage of coverage of all identi ed villages/ hamlets across the country is 99.87 per cent. 

As per the report of RBI, at the end of December 2020, there were 1,478 Financial Literacy 
Centers (FLCs) in the country. While 1,48,444  nancial literacy activities were undertaken 
during 2019-20 (April-March), a total of 45,588  nancial literacy activities were conducted by 
the FLCs during the period April-December 2020. The restrictions towards mass gathering of 
people at public places have hampered conduct of physical  nancial education programmes 
across the country. With a view to ensure continued dissemination of  nancial education 
programmes across the country, regional of ces of the Reserve Bank undertook  nancial 
education programmes through virtual mode and also leveraged local cable TV and community 
radio to spread  nancial awareness messages.

A Task Force (TF) was constituted by Government of India in October 2017, wherein all the 
stakeholders were represented, to suggest various dimensions and aspects for creation of an 
Index of Financial Inclusion. The TF submitted its report in August 2020. While the methodology 
suggested by the TF was retained, inter alia, a number of indicators under various sub-indices 
were added and a dimension of ‘Quality’ was introduced, in addition to determining weighting 
distribution, target values, etc.



95 UPUEA Economic Journal: 17th Annual Conference, 2022

Table – 3: FI-Index and Sub-indices

Year Access Usage Quality FI-Index

Mar-17 61.7 30.8 48.5 43.4

Mar-18 63.9 33.7 51.4 46

Mar-19 67.5 38.7 52.6 49.9

Mar-20 71.6 42 53.8 53.1

Mar-21 73.3 43 50.7 53.9

Source: FIP returns submitted by banks to RBI

The table -3, reveals that the  nancial inclusion index increased continuously from 43.4 in 
2017 to 53.9 in 2021. The above draws a satisfactory result about the  nancial inclusion initiatives 
by RBI, NABARD and GoI. In the modern era  nancial inclusion is much important for the 
socio-economic development. In this connection, we examine the socio-economic development 
through Human Development Index (HDI) of India from 2011 to 2019. The table – 4, shows 
the HDI index as a whole and also component-wise. The data explained that form 2005 to 2020 
the HDI is increase continuously which gives the satisfactory situation of Indian economy. The 
HDI is a modern concept to measure the development of any country. It not only involved 
the monetary variable (GDP per Capita) but also the social indicators (Literacy Rate & Life 
Expectancy).

Table–4: HDI and Its Components

Year Health Index Income Index Education Index HDI

2011 0.723 0.578 0.494 0.591

2012 0.729 0.584 0.506 0.596

2013 0.734 0.591 0.516 0.607

2014 0.738 0.600 0.534 0.618

2015 0.743 0.610 0.543 0.627

2016 0.748 0.619 0.555 0.636

2017 0.751 0.627 0.555 0.640

2018 0.760 0.629 0.556 0.643

2019 0.765 0.635 0.556 0.646

HDI of India is 0.646 in 2019, which give the satisfactory result. This increasing trend shows 
that the social and economic upliftment is taken place in Indian economy. From 2011 to 2019, the 
HDI and its components are gradually increasing and set a solid  nish of overall development 
feature of Indian economy.

Conclusion and Sggestions

Financial inclusion is needed help the economic improvement of the country. It will help 
to empower women, reduce poverty andgenerate employment in the society by making 
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the people self-reliance. The initiatives of  nancial inclusion are quite impressive in India. 
However, the outcome of  nancial inclusion is not much striking due to some major constraints. 
Financial illiteracy, non- accessibility of  nancial service in remote area, the administration and 
institutional backwardness are main causes which hamper the achievement of desired result 
aimed at by the by the GoI. So, there is a need to redesign business strategies to incorporate 
speci c plans to promote  nancial inclusion of low income groups treating it both as a business 
opportunity as well as a corporate social responsibility. F inancial inclusion provides not just 
credit but also other  nancial services such as savings and insurance which are key priorities, 
especially in rural India. In this connection, the  nancial literacy and promotion of  nancial 
services are key measures on which the success of  nancial inclusion depends. However, 
 nancial education,  nancial inclusion and  nancial stability are three elements of an integral 
strategy. Financial inclusion works from supply side of providing access to various  nancial 
services;  nancial education feeds the demand side by promoting awareness among the people 
regarding the needs and bene ts of  nancial services offered by banks and other institutions. 
For these purposes, RBI has issued revised guidelines on Financial Literacy Centres (FLC) on 
June 6, 2012 to promote  nancial awareness among the people. In short, we can say that if the 
Government of India, RBI and NABARD can restructure the  nancial institutions in such a 
way that the  nancial inclusion can emerge as commercial pro table business then the social 
and economic upliftment of society can take place. 
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