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ABSTRACT

Financial inclusion means making appropriate, affordable, timely and accessible financial products and services available to and usable by the broader section of
the society with special attention to all the lower income and the poor to meet their financial needs at a reasonable cost. These include, for instance, deposits,
payments, remittances, credit and insurance products and services. The inclusive financial system has been recognized as a driver for inclusive growth. Access to
financial services may enable household to make a better use of their income, improve savings and investment, create credit and enhance economic resilience.
According to the latest Global Findex 2025 report, financial inclusion progressed to expand internationally, albeit with disparities regarding income levels, gender,
internet connectivity and financial security.

The Reserve Bank of India also showed an increase in its Financial Inclusion Index in India from 60.1 as of March 2023 to 64.2 as of March
2024, recording gains on parameters such as access, usage, and quality. This project examines the impact of financial inclusion in the areas of economic well-
being, savings behavior, access to credit, usage of digital financial services, and financial knowledge. This study employs a quantitative descriptive design, in
which data will be gathered via a structured questionnaire as the main method of primary data collection. The document aims to make individuals aware of how
financial services play a part in inclusive economic development and what kind of obstacles remain that prevent financial services from fully impacting the
development.

Keywords: Financial Inclusion, Banking Services, Digital Payments, Financial Literacy, Savings, Credit Access, Economic Development, Financial
Well-being.

1. Problem Statement

Even with full outreach of formal financial services, access does not necessarily guarantee financial inclusion in practice. Some parts of the
population—particularly the poor and those with poor financial, digital and technical skills and access—might not be able to effectively access, let
alone use, these types of services. The use of these services may entail disadvantages for them.

The objective of financial inclusion is a new policy goal in India. In March 2024, the Reserve Bank of India’s Financial Inclusion Index rose to 64.2
from 60.1 in March 2023 (RBI 2024), exhibiting progress in each access, usage, and quality dimension. Although significant progress has been made,
gaps remain in the use of financial services, most notably a gap between women and men. World Bank data (2024) reveals account ownership to be
89% for both women and men in India, whereas digital payment usage is 36% for women and 54% for men (The World Bank 2024).

Consequently, research question for this research are Howfinancial inclusion affects the financial behaviour and the financial situation of individuals
andwhat factors contribute to an effective usage of financial formal services.

2. Introduction

Financial inclusion has risen to the top of the agenda as a driver of inclusive economic growth and development, as well as a means of strengthening
individual and household economic security. Financial inclusion means that individuals and businesses have access to useful and affordable financial
products and services that meet their needs – transactions, payments, savings, credit and insurance – delivered in a responsible and sustainable way.
This means accessible and equal opportunities for people and small enterprises to gain access to financial services (e.g. savings, insurance, pension
products, money transfers and digital payments).

Financial Services are fundamental to people’s economic lives. The account itself serves as a convenient and secure repository for their cash, as well
as a receptacle for wages, government transfers, and other incoming payments. It helps users in other ways, such as enabling savings to be put aside for
future consumption and risk management; allowing access to better forms of credit to be put to productive use through investment in education, housing,
agriculture, micro-enterprises, or income-generating activities, and; providing access to various forms of insurance products.
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Therefore financial inclusion means not only to be banked but Also. 42 Based on the above, financial literacy implies the correct and periodic usage of
financial products and financial services.

Fintech represents the turning point for financial inclusion Technology has changed the financial landscape in the advantage of its users. Whether
digital banking, mobile banking, Internet banking, Debit/Credit cards, mobile wallets, or instant payment services – the financial transaction space has
witnessed it all and indeed, made it more accessible. With the fast-growing ubiquity of digital financial services, new opportunities for access are
presented particularly in regions of the world without adequate formal banking infrastructure. The Global Findex 2025 provides an overview on
financial inclusion and the digital connectivity through mobile, internet and digital payments in the World.

Financial inclusion is the buzz word and a major agenda of the government and the financial institutions and the RBI, within the country. "Although a
host of initiatives were undertaken to widen the reach of banking services, incentivize the use of digital payments, improve financial literacy and
provide formal financial services to the unbanked and underbanked section, the Financial Inclusion Index of the Reserve Bank of India attempts to
capture the progress made in the sphere of financial inclusion on three broad parameters – Access, Usage and Quality." The figure of the index
increased from 60.1 in March 2023 to 64.2 in March 2024.

Financial inclusion can as well facilitate more positive savings behaviours. Access to formal accounts easily could provide people the possibility to
manage their money and anticipate the future of his requirements with more success. Formal savings is also safer than keeping your money as cash or
through other informal saving mechanisms. Having access to the formal credit market may facilitate also an easier access to funds for entrepreneurs and
individuals’ use for productive purposes; this implies, of course, the availability of financial competence and of an appropriate borrowing behaviour.

Financial education also plays an important role. It is important for citizens to have some base level of understanding about interest rates, loans, saving,
insurance, digital transactions and financial risk. Access to financial services does not guarantee that people have the financial literacy required to use
them properly. Research into digital financial inclusion highlights financial and digital literacy as essential conditions to enable an individual’s effective
participateon in financial services.

Greater financial inclusion can even lead to broader economic growth. More frequent reliance on the formal financial sector could enable and
encourage increased savings, investments and entrepreneurship; help households leverage their income and assets more effectively to increase their
financial resilience. According to an International Monetary Fund study, there are signs that increasing financial inclusion may lead to improvements in
financial outcomes at both the household and economy-wide levels, although this depends on economic, institutional and policy circumstances.

Even with these developments, there still remains several barriers that restricts financial inclusion. The consumer's ability to access the financial
services can be affected by difference in income, education, region, gender, technological proficiency and access to the technology. Transaction costs,
complex procedures, and issues involving security, fraud, and privacy, as well as the low level of awareness and engagement of individuals, also pose
significant barriers to financial inclusion and accessing digital and formal financial services. Consequently, the use of a financial account for ownings to
indicate financial inclusion can only be considered as a misconception.

In this regard, it is advisable to analyze the global effect of financial inclusion in a multidimensional way: from bank account ownership, the usage of
digital financial services, saving behaviors, credit accessibility to the financial literacy and financial well-being of the population. Once those links are
understood, we can potentially appreciate to what degree being included financially is also helping financial life more generally.

For the present study, “The Impact of Financial Inclusion” tries to answer the following objective: what is the effect of access to and use of formal
financial services on behavioural and perceived financial wellbeing. Also, the study intends to evaluate how financial education, digital financial
services, savings, and credit access contribute to increased financial inclusion. By examining the aspect that was covered under the financial inclusions
and the difficulties one has to go through to gain a full use of the formal financial services.

3. Review of Literature

3.1 Barajas, Beck and Belhaj (2020)

In 2020, Barajas, Beck, and Belhaj reviewed the available studies of financial inclusion, and they evaluated the effect that it potentially could have on
people’s, companies, growth and economic disparity. They state that structural as well as policy factors influence financial inclusion. The authors also
highlight the need to remove barriers that prevent access to financial services.

3.2 Khera et al. (2021)

Digital financial inclusion in developing and emerging economies was studied by Khera et al. A positive relationship was discovered between financial
inclusion in the digital age and GDP per capita development. Infrastructure, literacy and institution were identified as the major enablers to digital
financial inclusion.
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3.3 IMF – Digital Financial Services and Inclusion in India

IMF research Findings in regards to India on financial access In regards to India, IMF research pointed towards payments and credit acting as the major
entry points to financial inclusion and even increasing levels of digitalisation.

3.4 World Bank – Global Findex

Global financial inclusion data. The Global Findex is the world’s most comprehensive data set on how adults around the world save, borrow, make
payments, and manage risk. The 2025 edition relies on nationally representative polls of more than 145,000 adults in 141 economies, introducing fresh
data on digital connectivity and digital safety.

3.5 Reserve Bank of India

The Financial Inclusion Index of the RBI now includes access, usage and quality. In its 2025 Annual Report, it stated that the FI-Index grew to 64.2 as
of March 2024 from 60.1 in March 2023. In parallel, the RBI has also been focusing on policies regarding financial inclusion (financial literacy, digital
payments, and credit delivery).

4. Summary of Literature

Previous literature in the main suggests that financial inclusion is linked to enhanced financial management, savings, access to credit, entrepreneurial
activity and increased economic participation and resilience. However, all this depends on more than just the existence of the opportunity to access
financial services, but also that people have the capability to make use of them.

5. Research Gap

A vast range of academic research is taking place to combat the problem of financial inclusion both at a local and global scale. There are, however:

1. Bank-account access is extensively investigated, whilst the actual use of the bank accounts is relatively under-researched.

2. Research on growing trend of mobile digital payments and mobile banking is in process.

3. Financial and digital literacy are also drivers of whether customers get benefits from the use of financial services but this would need to be
investigated at customer level.

4. Factors such as income, gender, age, employment status and education background have possibility to create disparity in financial service
utilisation.

5. Global and national level indicators might indicate evidence of a trend generally, but it is through local primary research that it can be
possible to understand and explore people’s perspectives on and experiences of an issue.

6. Further research into the impact of financial inclusion, not only access but on financial well-being is required.

Therefore the purpose of our study is to understand the impact of financial inclusion on the individual level, in which in this inclusion of access to
finance, the use of financial services, financial literacy, use of digital financial services, saving, and borrowing, and financial well-being is included.

6. Objectives of the Study

Primary goal of the study is :

The study intends to analyse the impact of financial inclusion on financial behaviour and well being of household.

Target Goals

1. For assessment of access to the formal banking/ financial services among the target population.

2. Aim to analyze the behavior of using banking services and digital finance.

3. To investigate the relationship between saving behaviour and financial inclusion.

4. To assess whether there is a relationship between Financial Inclusion and Credit access.

5. To ascertain the influence of financial literacy on the effective utilisation of financial-services.

6. Investigate the impact of digital financial services on financial inclusion.

7. Investigating the link between financial inclusion and perceived financial well-being.
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8. Determine the factors that constitute critical barriers to promoting meaningful financial inclusion.

7. Research Methodology

Research Design

The study will employ a descriptive and quantitative research design. The quantitative approach was selected to analyse the data that was gathered and
will be used as a research method to establish the correlations between variables.

Population of the Study

It consists of an audience of current or prospective users of financial services (such as banking, electronic payment, savings, credit, insurance products
or services).

Sample Design

In this way, respondents who are well informed and knowledgeable about financial services could be picked through a purposive/convenience sampling
method.

Sample Size

A total of 100-150 respondents need to be included in this survey sample. In the case of a student project, for example, 120 respondents should produce
a feasible sample size.

Data Collection

Data collection for the required data may be collected in the following way: Primary data may be collected with a questionnaire. For the purposes of
this questionnaire we shall be asking questions regarding demographic details and others using a five point continuum like:

Scale Response

1 Strongly Disagree

2 Disagree

3 Neutral

4 Agree

5 Strongly Agree

The secondary data will be gathered from credible research institutes such as the IMF, World Bank, and Reserve Bank of India. through some research
paper, article.

Analyzing Data

Data analysis methods for the collected information

1. Rate and proportion

2. Average

3. Deviation measure

4. Reliability via Cronbach's alpha

5. Correlation coefficient

6. Regression analysis

7. Cross-analysis

E.g. use financial inclusion as IV and financial well-being as DV.

Conceptual Background

Inclusion financial can have many aspects. Just being able to open a bank account doesn't ensure you're financially included. A greater gain from
financial inclusion arises from the extent to which an individual has the capability of availing, and thus benefitting from, such financial services.
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Major dimensions of financial inclusion

1. Financial Access

Bank accounts, ATM’s, branches, mobile/online banking and other services.

2. Financial Usage

Frequency and effectiveness with which households and firms use such financial products as savings, payments, credit, insurance, and other.

3. Digital Financial Inclusion

The adoption of mobile and internet banking, electronic wallets (e-wallets), cards, and digital payment systems are all increasing.

4. Financial Literacy

Knowledge of financial products, interest rates, saving, borrowing, budgeting, and awareness of financial risks.

5. Affordability and Convenience

The extent of most companies caring about: The accessibility, affordability, convenience and ease-of-use of our products and services.

6. Financial Well-being

Capability to reasonably cover all your day-to-day expenditures, reduce costs, plan for potential financial emergencies, and plan towards fulfilling
financial objectives.

Conceptual Framework

The framework presented maps both dimensions of financial inclusion to financial well-being.

Factors

 Money Access

 Spending Habits

 Online Financial Solutions

 Money Smarts

 Convenient and Affordable

↓

Mid-term Results

 Financial Habits

 Credit Availability

 Money Management

 Using Digital Payments

↓

Outcome Measure

Economic and Financial Health

Model Concept

Money Access
↓
Money Management
↓
Online Banking Solutions
↓
Money Knowledge
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↓
Access to Savings and Credit
↓
Money Matters
↓
Money Health

This model operates on the basic assumption that greater access to and use of services can result in improved management of finances and in turn,
enhanced financial wellbeing. However, that relationship is prone to influence by a number of demographic and socioeconomic factors.

Key Findings and Analysis

Important: Since the primary survey data is not provided, this is the expected Findings & Analysis and does not represent actual survey data.

9.1 Access to Financial Services

The study is expected to show a high access of respondents to basic banking services. This is consistent with broader indications of improved access to
finance. In India, RBI's financial inclusion Index was 64.2 in March 2024, with improvements observed across all parameters — access, usage and
quality.

9.2 Digital Financial Services

Digital financial services have the potential to become a key cornerstone of financial inclusion. Mobile banking and digital payment options provide the
added benefit of reduced expenses as well as greater convenience. However, access does not necessarily translate into use. For example, India’s World
Bank data 2024 shows a massive 18 percentage point (ppt) gender gap when it comes to adopting digital payments— 36% women versus 54% men.

9.3 Savings Behaviour

In regard to formal savings, increased financial inclusion facilitates accessibility to savings accounts and other savings products. Saving and savings are
however not the same thing. Hence, the Global Findex distinguishes between saving with a financial institution and holding an account.

9.4 Access to Credit

Credit Access to the formal sector is key to investment and to manage unexpected shocks. However, it is vital that this goes hand-in-hand with financial
literacy and responsible lending, as as credit access opens up, people become vulnerable to repayment problems.

9.5 Financial Literacy

Financial knowledge is expected to be a significant factor in determining the degree of utilization of financial products. A grasp of concepts such as
interest rates, digital security, borrowing, saving, and planning can improve the standard of one's decisions. Research on digital financial inclusion
demonstrates that financial literacy and digital literacy are some of the main factors influencing inclusion.

9.6 Financial Well-being

Better access to appropriate financial products can correlate with improved financial well-being through greater ability to manage finances, better
protection, savings and investments. However, it should not be taken for granted that this will automatically happen. In particular, the benefits of
financial inclusion will depend on structural and policy conditions and on the removal of barriers to access – an aspect, the IMF research paper notes,
that has in some, albeit fewer, cases been hindered by the way financial technology has been applied.

Recommended Data Analysis

The questionnaire being administered after we’ll see what the researcher can analyze are the:

Variable Suggested Analysis

Financial Access Mean, SD, Percentage

Digital Financial Usage Mean, SD, Percentage
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Variable Suggested Analysis

Financial Literacy Mean, SD

Savings Behaviour Mean, SD

Credit Access Mean, SD

Financial Well-being Mean, SD

Financial Inclusion & Well-being Pearson Correlation

Predictors of Well-being Multiple Regression

Questionnaire Reliability Cronbach's Alpha

Future Research Directions

There are 2 manners in which our present research can be improved in future.

1. Larger sample sizes: Future research utilized bigger sample sizes. In addition more participants can be involved in their study.

2. Rural–urban comparison: Comparing urban and rural populations would be of research interest.

3. Gender-based research: Future research can study differences in the usage of financial services by male and female gender.

4. Digital financial inclusion: Future research may primarily focus on internet banking, digital wallets, UPI and mobile banking.

5. Financial literacy:We can assess financial-education programs to determine if they help to improve financial behaviour.

6. MSMEs: Future researchers can also focus on the role financial inclusion plays on MSMEs and the concept of entrepreneurship.

7. Longitudinal research: These allow you to identify and study financial patterns in the long run.

8. Financial resilience: Future research on the subject may examine if financial inclusion allows households to better handle unforeseen
circumstances and fluctuations in income.

9. Digital safety: Research can examine cyber security awareness and knowledge, fraud threats and consumer protection within this growing
area.

10. Regional studies: Can conduct research in a specific region/district/village to identify and understand the causes of local exclusion.

Conclusion

Financial inclusion is seen as a key dimension to inclusive economic growth through access to affordable formal financial services for people and
business to save, make payments, borrow, invest and manage risks. This examination of the evidence indicates that use of financial inclusion has been
rising sharply and increasingly via the medium of digital financial services. The 2025 Global Findex report from the World Bank tracks the continued
improvements in account ownership and the expanding role of connectivity as well as identifying the usage gaps.

India has also made much headway. According to the RBI's Financial Inclusion Index, the index increased to 64.2 in March 2024, showing
improvements in all three key areas of financial inclusion: access, usage, and quality. However, concerns related to payment digital behavior, financial
literacy, income and access to proper services still persist.

Financial Inclusion goes beyond accounts Accordingly, the report concludes that it is about so much more than having an account. The components to
significant financial addition include: access, usage, financial literacy, digital ability, affordability and customer defense. Organisations could also gain
a more thorough understanding of the effect financial inclusion has on individual financial behaviour and outcomes by combining quantitative, survey-
based research with solid secondary data.
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