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Abstract 
Ever since India’s independence in 1947, the biggest priority concern of policy 

makers has been India’s economic growth, education for all and financial inclusion for the 

vast population of the country. While India has made so many efforts in this way but the 

progress has not been satisfactory. Financial Inclusion is the delivery of financial services to 

all the people in a fair, transparent and equitable manner at affordable cost. Financial 

Inclusion has the potential to improve the standards of living of the poor. In India where 

majority of population is poor, financial inclusion has a great significance. The World Bank 

Findex Survey (2012) points out that only 35% of Indian adult had access to a formal bank 

account but still vast population is unaware of this due to financial illiteracy. Now the 

question arises does traditional methods of promoting literacy is enough or we should look 

for some new methods or we should adopt new technology for this purpose? The present 

paper is an attempt to introduce the role of technology in financial literacy. For this 

researchers will use secondary data sources and will show the relation through system 

dynamic approach. 
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Introduction  

Financial inclusion emerging as a new policy concern for Government of India ,RBI 

and  policy makers, not because it unable unbanked population to banked one but it may 

helpful  to achieve the satisfactory growth rate for the nation. The Indian banking sector and 

financial market has left unaffected by the world financial crisis. Hence we are in the position 

to strengthen our financial markets. The measure which has been selected by the policy 

makers is Financial Inclusion. 

Financial inclusion is defined as the delivery of banking services at an affordable cost to the 

vulnerable section and disadvantage and low income group. The origins of the current 

approach to financial inclusion can be traced to the United Nations initiatives, which broadly 

described the main goals of inclusive finance as access to a range of financial services 
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including savings, credit, insurance, remittance and other banking / payment services to all 

‘bankable’ households and enterprises at a reasonable cost. The main goal of financial 

inclusion is to improve the range, quality and availability of financial services and products to 

the unserved, under-served and financially excluded. Worldwide many initiatives have been 

taken or carrying for the inclusion of the excluded people. In the way of financial inclusion 

Researve Bank of India and Government of India has been taken many steps as 

nationalisation of banks, introduction of priority sector lending, interest rate ceiling, lead 

bank scheme, branch licencing policy, changes in KYC norms, opening of no frill account , 

Introduction of kissan credit card and general credit card etc. Government of India consider 

opening of no frill account as the important tool for inclusion but  K.C .Chakrabarthy (2009) 

pointed out that opening no frill account is not a true indication of the financial inclusion. 

Financial Inclusion is much broader term which can be constructed as the process of ensuring 

fair, timely and adequate access to financial services, namely savings, credit, payments, at an 

affordable cost. James Crabtree, Chief Mumbai Correspondent, Financial Times said in the 

conference “Financial Literacy is considered an important adjunct for promoting financial 

inclusion, consumer protection and ultimately, financial stability. Financial Inclusion and 

Financial Literacy need to go hand in hand to enable the common man to understand the 

needs and benefits of the products and services offered by the formal financial institutions.” 

India’s large section of population who is resource poor and who operate on the margin are 

vulnerable towards persistent downward financial pressure. Challenges to these groups in the 

areas of household management could be accentuated by lack of skill of knowledge that 

makes well informed financial decisions. Financial literacy has assumed greater significance 

in recent years in India due to the complexity of financial markets and the low level of 

literacy and large section of population which remains out of the formal financial set up. 

Financial literacy is the ability to know and effectively use financial resources to enhance 

wellbeing and economic security of oneself, one’s Family and one’ business. Financial 

inclusion works from supply side of providing access to financial services, financial literacy 

feeds the demand side by promoting awareness among the people regarding the needs and 

benefits of financial services offered by banks and other institutions. Present paper is an 

attempt to find the relationship among the financial inclusion, financial literacy and 

technology. 
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OBJECTIVES OF THE STUDY 

1. To study the status of financial Inclusion. 

2. To identify the role of technology in Financial Literacy. 

 

RESEARCH METHODOLOGY 

Sources of data: Research has collected data from secondary sources including various 

reports, articles, research paper, newspaper etc. 

Research Type: Qualitative as well as quantitative research has been carried in present 

research aimed at gaining a deep understanding of the problem. 

 

STATUS OF FINANCIAL INCLUSION  

Financial inclusion is one of the most important phenomena in the present scenario 

for inclusive growth and development of economies. The financial inclusion term was first 

time used by British lexicon when it was found that nearly 7.5 million persons did not have a 

bank account. In India the idea of inclusive financial system has been drawn late to 1960, 

After the nationalization of 14 banks in 1969.This was intended to shift the class banking to 

mass banking. In India, financial inclusion was first featured in 2005, when it was introduced 

from a pilot project in UT of Pondicherry, by K.C. Chakraborthy, the chairman of Indian 

Bank. Mangalam Village became the first village in India where all households were 

provided banking facilities. In addition to this, The Government of India and the Reserve 

Bank of India have been making concerted efforts to promote financial inclusion as one of 

the important national objectives of the country. In January 2006, the Reserve Bank allowed 

commercial banks to make use of the services of non-governmental organizations 

(NGOs/SHGs), microfinance institutions, and other civil society organizations as 

intermediaries for providing financial and banking services. The bank asked the commercial 

banks in different regions to start a 100% financial inclusion campaign on a pilot basis. 

Reserve of India’s vision for 2020 is to open nearly 600 million new customers’ accounts and 

service them through a variety of channels by leveraging on it. The Reserve Bank had 

advised all public and private sector banks to prepare and submit their board approved 

financial inclusion plans (FIPs) to be rolled out in 3 years from April 2010 to March 2013 

and now all banks working on the financial inclusion plan 2013 to 2016. These FIPs 

contained self-set targets in respect of opening of rural brick and mortar branches, positioning 

of business correspondents (BCs), coverage of unbanked villages through various modes, 

opening of no frills accounts, Kisan Credit Cards (KCCs) and General Credit Cards (GCCs) 
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to be issued etc. Financial inclusion has been accorded high importance by the Reserve Bank 

to aid the inclusive growth process for the economy.  Due to RBI’s concerted efforts since 

2005, the number of branches of Scheduled Commercial Banks increased manifold. In rural 

areas, the number of branches increased from 30,572 to 37,953 during March 2006 to March 

2013. As compared with rural areas, number of branches in semi-urban areas increased more 

rapidly.  

 
Table :1 Position of households availing banking services 

 
 As per  census 2001 

 
As per census 2011 

Households Total 
number of 
Households 
 
 
 

Number of 
households 
availing 
banking 
services 

% 
 

Total 
number of 
Households 
 
 

Number of 
households 
availing 
banking 
services 

% 

Rural  138271589 
 

41639980 
 

30.1 
 

167826730 
 

91369805 
 

54.4 

     
Urban  

53692376 
 

26590693 
 

49.5 
 

78865937 
 

53444983 67.08 

Total  91963935 68230642 
 

35.5 
 

246692667 144814788 58.7 

Source: Financialservices.gov.in/banking/Over view of efforts 
 
Table 1 shows the positions of households availed by banking services India. According to 

census 2001, 30.1% of rural and 49.5% of urban population was avail with banking services 

due to the tremendous efforts made by RBI and GOI. This percentage has been raised in the 

year 2011 as 54.4 % and 67.08 in rural and urban respectively Now half of the total 

population i.e,.58.7 in a country availed with banking services. 

 
Table : 2 Branches of schedule commercial bank 

 
Year Rural  Semi -urban Urban Metropolitan 
March 2006 30572 15274 11864 10971 
March 2007 30461 16035 12649 11566 
March 2008 30732 17212 13944 12438 
March 2009 31489 18764 15325 13478 
March 2010 32289 20358 16653 14697 
March 2011 33325 22419 17706 15660 
March 2012 35364 25076 18541 17078 
March 2013 37953 27219 19327 17844 

                             Source:RBI annual report 2013 

Table 2 depicts that due to RBI’s concerted efforts since 2005, the number of branches of 

Scheduled Commercial Banks increased manifold from 68,681 in March 2006 to 1, 02,343 in 

March 2013, spread across length and breadth of the country .There are 102343branches of 

Scheduled Commercial Banks (SCBs) in the country, out of which 37953(37%) bank 
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branches are in the rural areas and  27219 (26%) in semi urban areas. constituting 63 per cent 

of the total numbers of branches in semi-urban and rural areas of the country. However, still a 

significant proportion of the households, especially in rural areas, are still outside the formal 

banking services. The total number of ATMs in rural India witnessed a CAGR of 30.6% 

during March 2010 to March 2013. The number of rural ATMs increased from 5,196 in 

March 2010 to 11,564 in March 2013.The total percentage of ATM network in India has 

increased by 47% from 2010 to 2013. 

Banks have been advised to issue KCCs to small farmers for meeting their credit 

requirements. Up to March 2013, the total number of KCCs issued to farmers remained at 

33.79 million with a total outstanding credit of Rs.2622.98 billion. 

Table : 3 Progress of financial inclusion 

Source:RBI Annual Report 2013 
The above statistics of table 3 reveals that there is substantial progress towards opening of 

accounts, providing basic banking services during the recent years table indicates that  there 

is  increment i.e,. 74.6% from 2010 to 2013 in banking outlets in villages through branches or 

by business correspondence this shows the positive sign of progress of financial inclusion. On 

the other hand there is only 40% increment in basic saving bank deposit A/C which is not 

equal or near to the banking outlets which shows that there are still so many problems like 

literacy low income level etc. which creates a problem in the way of financial inclusion. 

 

ROLE OF TECHNOLOGY IN FINANCIAL LITERACY 

Financial inclusion through electronic payment system is one of the appreciable steps 

taken by the policy makers for delivering the financial services to the masses. Information 

technology has a potential to provide financial literacy, education and experience in several 

parts of the country through the use of kiosks, mobile vans, etc. the expansion of 

Particulars Year Ended 
2010 

Year Ended 
2011 

Year Ended 
2012 

Year Ended 
2013 
 

Banking outlets in villages 
 Branches 
 Villages Covered By Bc’s 
 Other Modes 
 Total 

 
33378 
34174 
142 
67674 

 
34811 
80802 
585 
116206 

 
37,471 
14136 
3146 
181753 

 
40837 
221341 
6275 
266454 

Urban Locations through BC’s 447 3771 5891 27143 
Basic saving bank deposit A/c brances 
 No.in millions 
 Amt. in billions 
 

 
6019 
4433 

 
7313 
5789 
 

 
8120 
10937 

 
10080 
164.69 

KCC(No.in million) 2431 2711 3024 3379 
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communication and computer technology in the remote area made possible to use financial 

services without stepping into physical financial structure. 

Financial literacy through the use of technology has to be based on three principles firstly to 

effectively use the power of mediums like a computer, mobile and Internet to enable people 

to have the skills, knowledge or information about financial instruments. Secondly, we must 

ensure people then have the ability to critically understand the content they have received 

through digital means and lastly apply it to the best of their knowledge and capacity. 

It may find difficult to think that the poor would get benefit from technology due to their lack 

of technological skills. It has been proven time and again that if it's simple and effective, 

technology is a big enabler for the poor. Banking correspondent services that are operating 

across far flung villages in the country has proved that technology can go a long way to 

bridge the divide. But Technology has now enabled information to percolate to even the 

remotest of villages. It also allows interaction between people and the ability to question the 

best in the business. By enabling connections, technology has also bridged the geographical 

difference. 

As a country, India has seen rapid growth in mobile adoption and today more than 70 % of 

the population holds a mobile phone. Of that, according to Internet and Mobile Association of 

India (IAMAI) and IMRB International, the mobile Internet penetration in rural India is 

expected to grow from 45 million in December 2014 to 53 million by June 2015. 

Mobile phones are convenient, easy to own and a great way to reach across. With financial 

inclusion and literacy, reaching across to people has been the number one challenge and a 

mobile phone takes care of that in the most economical way. With virtually no physical 

presence banks can now push information and solicit transactions with very little costs. The 

ubiquitous mobile has now moved ahead.  

 
SYSTEM DYNAMIC APPROACH FOR INTEGRATING FINANCIAL INCLUSION, 
FINANCIAL LITERACY AND TECHNOLOGY 

As depicting in this dynamic model, financial inclusion can be ensured by considering 

positive and negative dimensions where positive dimensions, highlighted on the left side, 

includes all determinant which contributes in the development of financial inclusion such as 

branch expansion, financial literacy, short training etc. On the other hand factors which have 

negative impacts are highlighted on the right side of the model including lack of 

communication, illiteracy of technology, low level of income, high density of population in 

rural area. If broader focus can be given to the promotion of increasing factors and efforts can 
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be made to reduce the impact of decreasing factors, we can able to achieve the highest 

financial inclusion in the nation. 

 

 

f inancial Inclusion

Kcc nad Gcc

Decreasing f actorsIncreasing Factors

Libralised Branch expansion

Appropriate Linkage between 

Liv elihood and micro f inance serv ices
Minimum Usage Cost

Prov ides an in inbuillt 

monitoring mechanism

Formal Financial 

Literacy  Programe

Creation of  special f unds

Awareness about technology  usage

Env ironment Factors

Lack o0f  Communication

Contingencies f or link f ailure

illiteracy  about Technology

Credit Council

Capacity  Building Programme

Start trainning

Failure of  BC models

Noname 1

 
Self Structured Model 

 
 
CONCLUSION 

As brought out above, use of technology is a key driver for enhancing financial 

literacy among the rural as well as the poor households of the nation. It enable people to 

understand the working of the banking through doings and practical, hence it satisfying the 

saying “learning by doing’. Technology advancement is very much important for integrating 

India with Bharat. 
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