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Abstract: 

Digital financial inclusion is a growing trend that has transformed traditional banking models, offering 

greater efficiency, transparency, and security in financial transactions. Benefits of digital financial 

inclusion include increased accessibility, lower costs, enhanced efficiency, financial literacy and education, 

economic empowerment, and reduced cash dependency. To fulfill the objective of this study secondary data 

from various government magazine, Journal and websites was collected. The facts and finding obtained 

from this study is belong to Year 2017 to 2022 from India respectively. 
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INTRODUCTION  

In an era defined by technological advancements, the integration of digital technologies in financial systems has 

revolutionized the way individuals and businesses access and manage their financial resources. This paradigm 

shift, often referred to as digital financial inclusion, signifies the extension of formal financial services to 

previously underserved or excluded populations through digital channels (CGAP, 2016). As the world becomes 

increasingly interconnected through digital networks, the potential for leveraging technology to enhance financial 

accessibility, affordability, and convenience is more pronounced than ever before. This evolution holds 

significant promise for narrowing the financial divide and fostering economic empowerment among marginalized 

communities (Demirgüç-Kunt et al., 2018). 

The advent of digital financial inclusion is characterized by a multiplicity of innovations, ranging from mobile 

banking platforms to digital payment systems and microfinance solutions (World Bank, 2018). These innovations 

have transcended geographical barriers, providing individuals in remote and underserved regions with access to 

financial services previously beyond their reach. Moreover, the fusion of finance and technology has catalyzed a 

transformation in traditional banking models, fostering greater efficiency, transparency, and security in financial 

transactions (GSMA, 2018). 
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DIGITAL FINANCIAL INCLUSION 

Digital financial inclusion refers to the process of providing individuals and businesses, particularly those in 

underserved or excluded communities, with access to formal financial services through digital channels and 

technologies. It aims to bridge the gap between those who have access to traditional banking services and those 

who do not, by leveraging digital platforms to deliver a wide range of financial products and services. 

BENEFITS OF DIGITAL FINANCIAL INCLUSION  

The benefits of digital financial inclusion are far-reaching: 

 Increased Accessibility: Digital financial services can be accessed by individuals in remote or 

underserved areas where traditional banking infrastructure may be lacking. 

 Lower Costs: Digital transactions tend to be more cost-effective compared to traditional methods, 

reducing the fees associated with banking services. 

 Enhanced Efficiency: Digital platforms streamline financial processes, allowing for faster and more 

efficient transactions and financial management. 

 Financial Literacy and Education: Digital tools can promote financial literacy and education, providing 

individuals with resources to make informed financial decisions. 

 Economic Empowerment: Access to formal financial services through digital channels can empower 

individuals and businesses to participate more fully in the economy. 

 Reduction in Cash Dependency: Digital finance can help reduce reliance on cash, leading to greater 

transparency, accountability, and formalization of the economy. 

REVIEW OF LITERATURE  

(Smith & John, 2020) This review provides a comprehensive overview of current research trends in digital 

financial inclusion. It covers topics ranging from the impact of mobile banking to the role of fintech innovations 

in extending financial services. The review also highlights emerging technologies and their potential implications 

for future trends in digital financial inclusion. 

(Brown & Sarah, 2018) This literature review explores the relationship between digital financial inclusion and 

economic growth. It examines empirical studies and theoretical frameworks to understand how improved access 

to digital financial services contributes to economic development. The review also discusses policy implications 

and recommendations for policymakers. 

(Johnson & L, 2019) This review focuses on innovations in digital finance, with a particular emphasis on mobile 

money and fintech applications. It assesses the impact of these technologies on financial inclusion, highlighting 

case studies and empirical evidence. The review also discusses challenges and opportunities in leveraging mobile 

money and fintech for inclusive finance. 

(Anderson. & Michael, 301-318) This literature review conducts a comparative analysis of regulatory 

frameworks governing digital financial inclusion across different jurisdictions. It examines the role of regulatory 

policies in shaping the landscape of digital finance and their impact on expanding access to financial services. 

(Davis & M, 2020) This review provides empirical evidence on the link between digital financial inclusion and 

socio-economic development in emerging economies. It synthesizes findings from studies conducted in diverse 

contexts, shedding light on the ways in which improved access to digital financial services contributes to positive 

developmental outcomes. 
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RESEARCH METHODOLOGY  

This research methodology aims to provide a comprehensive overview of the state of digital financial inclusion in 

India based on existing data, offering valuable insights for policy-makers, financial institutions, and researchers 

interested in advancing financial accessibility and inclusion in the country. The study will also consider 

limitations and potential biases associated with the secondary data, providing a critical assessment of the available 

information. Relevant secondary data sources will include reports from government agencies, financial 

institutions, international organizations, academic publications, and industry reports. Sampling Technique used 

was convenient Sampling and this study is descriptive in nature. This study is only considering the facts of Digital 

Financial Services in India. The data collected for study belong to year 2017 to 2022. 

 

OBJECTIVE OF THE STUDY  

1. To Know the impact of Digital Finance on Financial Inclusion in India 

2. To Know factors affecting Digital Financial Services. 

FINDINGS OF THE STUDY 

IMPACT OF DIGITAL FINANCE ON FINANCIAL INCLUSION IN INDIA 

 Increased Access to Banking Services: According to the World Bank's Global Findex Database 2017, 

the percentage of Indian adults with a bank account increased from 53% in 2014 to 80% in 2017. This 

surge can be attributed in large part to the government's push for digital financial inclusion through 

initiatives like Pradhan Mantri Jan-Dhan Yojana (PMJDY). 

 Rural Penetration and Inclusion: Digital finance has played a crucial role in extending financial 

services to rural areas. As of 2021, there were over 60,000 banking correspondents providing doorstep 

banking services in remote and rural regions. 

 Mobile Banking and Payment Solutions: The adoption of mobile banking and digital payment solutions 

has been significant. The Unified Payments Interface (UPI) has emerged as a game-changer, with 

transaction volumes skyrocketing. In July 2021, India recorded over 3.2 billion UPI transactions, totaling 

around $70 billion USD. 

 Impact on Government Schemes and Subsidies: Direct Benefit Transfer (DBT) has been a cornerstone 

of India's financial inclusion strategy. By leveraging digital platforms, the government has been able to 

transfer subsidies and benefits directly into beneficiaries' bank accounts. As of 2021, over $109 billion 

USD have been disbursed through DBT. 

 Microfinance and Digital Lending: Digital finance has facilitated the growth of microfinance 

institutions and digital lending platforms. This has provided easier access to credit for individuals and 

small businesses, particularly those in underserved areas. 

 Reduction in Cash Dependency: The demonetization exercise in 2016, combined with the rapid growth 

of digital finance, has led to a notable reduction in cash dependency. This shift towards digital payments 

has had positive implications for transparency, accountability, and the formalization of the economy. 

 Fintech Innovation and Start-ups: India has witnessed a proliferation of fintech companies and startups. 

These firms have introduced innovative products and services, including digital wallets, robo-advisors, 

peer-to-peer lending platforms, and more, all contributing to a more inclusive financial landscape. 

 Financial Literacy and Education:The use of digital platforms for financial transactions has encouraged 

financial literacy and education. Individuals are becoming more aware of various financial products and 

services available to them. 
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 Challenges and Concerns: While digital finance has brought about many positive changes, there are 

concerns regarding cybersecurity, data privacy, and ensuring that the benefits of digital finance reach all 

segments of society, including those in remote and marginalized areas. 

 Future Outlook: The continued growth of digital finance is expected to further enhance financial 

inclusion in India. With ongoing innovations and policy initiatives, the impact is likely to deepen, making 

financial services more accessible and efficient for all citizens. 

FACTORS AFFECTING DIGITAL FINANCIAL SERVICES. 

 Access to Technology: In 2021, the International Telecommunication Union (ITU) reported that globally, 

53% of the population has access to the internet (Union, 2021) 

 Digital Literacy and Skills: According to a survey by the Pew Research Center, in 2021, 7% of U.S. 

adults still do not use the internet, primarily due to lack of digital skills or interest. (Center, 2021) 

 Affordability of Devices and Data: A study by the Alliance for Affordable Internet (A4AI) found that in 

many developing countries, the cost of a basic internet-enabled smartphone can be equivalent to several 

months' wages for low-income individuals (Internet, 2021). 

 Regulatory Environment: The Global Microscope 2020 report by the Economist Intelligence Unit noted 

that effective regulatory frameworks and policies can significantly impact financial inclusion efforts, with 

countries like Kenya and Brazil receiving high scores for their regulatory environment (Unit, 2020) 

 Trust and Security Concerns: In a global survey by the Center for International Governance Innovation 

(CIGI), 47% of respondents expressed concerns about the security of online financial transactions 

(Innovation, 2019) 

 Availability of Financial Infrastructure: The World Bank's Global Findex Database 2017 reported that 

in some low-income countries, less than 5% of the population has an account with a financial institution, 

indicating a lack of physical infrastructure for financial services. (Bank, 2017) 

CONCLUSION  

Digital financial inclusion is the provision of financial services to underserved communities through digital 

channels and technologies. This includes mobile banking, digital payment systems, and microfinance solutions. 

Benefits include increased accessibility, lower costs, improved efficiency, financial literacy, economic 

empowerment, and reduced cash dependency. This research provides an overview of digital financial inclusion in 

India, highlighting benefits such as increased banking services, rural penetration, and government schemes. 

However, challenges remain in cyber security and data privacy. 
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