2\

V= =)
3 3
JOTREM g
=4 fa

41N ,_/iL

3

Journal Publication of International Research for Engineering and Management (JOIREM)

Volume: 04 Issue: 07 | July-2026
ISSN (0) 3107-6696

Financial Literacy and Inclusion: A Driver of Economic Empowerment in Rural
India

Saroj!, Prof. (Dr.) Deepanshu Agrawal?

1 Ph.D. Scholar, Monad University, Hapur, India (Sarojsaini8685@gamil.com)
2 Professor, Monad University, Hapur, India (drdeepanshuagarwal@gamil.com)

Abstract - This research paper investigates the pivotal role
of financial literacy and financial inclusion in fostering
economic empowerment among rural populations in India.
Using updated data from RBI's Financial Inclusion Index,
NABARD surveys, and NSSO reports, it analyzes the influence
of financial awareness and access to services on household
income, and consumption
patterns. Tables, graphs, and authentic statistical data enrich the
findings. The study aims to offer policymakers a clear
framework for enhancing rural economic development through
targeted financial strategies.

savings, insurance coverage,
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Introduction

Financial inclusion has emerged as a vital policy objective to
ensure equitable economic growth, particularly in developing
economies. In India, a majority of the rural population
historically lacked access to formal financial services.
Financial literacy acts as a catalyst in bridging this gap, helping
individuals understand, access, and benefit from financial
services, thus paving the way for inclusive economic progress.
This paper examines the interconnectedness between financial

education, access, and empowerment
Objective
[ ]

To analyze the trends and progress in financial
inclusion in rural India.

To assess the impact of financial literacy on
income generation, savings behavior,
insurance coverage in rural households.

and

To identify barriers and enablers of financial
inclusion.

To recommend strategies for strengthening
financial inclusion.

Methodology

The research employs a secondary data analysis approach
using data from the Reserve Bank of India, NABARD’s

NAFIS survey, and the National Sample Survey Office.

Quantitative data has been presented through tables
and graphs.

Literature Review

Several studies have demonstrated the importance of financial
literacy in improving economic outcomes. According to
Demirgiig-Kunt et al. (2018), individuals with higher financial
literacy are more likely to use banking services and save
systematically. In India, initiatives like the Pradhan Mantri Jan
Dhan Yojana (PMJDY) have significantly enhanced the scope
of financial inclusion (Chakrabarty, 2021). However, barriers
like digital illiteracy, gender disparity, and socio-economic
gaps persist. Several scholars have emphasized the role of
financial literacy in promoting economic participation. Lusardi
and Mitchell (2014) stated that financial knowledge strongly
correlates with improved saving behavior and asset
accumulation. In the Indian context, Chattopadhyay (2011)
observed that microfinance and financial education programs
significantly improved rural credit access.

NABARD (2022) highlighted that regions with higher financial
literacy rates reported better access to credit and insurance
services. Meanwhile, the RBI’s reports indicate that although
digital penetration has improved, gaps still persist in rural
hinterlands due to digital illiteracy and infrastructural barriers.
Statistical Overview

RBI Financial Inclusion Index (FI-Index)

March 2021 56.4
March 2022 60.1
March 2023 64.2

Table 1: This table presents Year-wise Progression of
Financial Inclusion Index (FI-Index) Scores from March 2021
to March 2023
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Financial Inclusion Index (Fl-index) Score {2021-2023)

Figure 1: This Figure presents Trends in FI-Index Score from
March 2021 to March 2023. The graph illustrates a clear,
upward trajectory in the Fl-Index Score, indicating
improvements in financial inclusion initiatives and overall
financial empowerment over the specified period.

Interpretation:

e Upward Trend: The FI-Index Score shows a
steady improvement from

56.4 in March 2021 to 64.2 in March
2023.

e Incremental Growth: The increase between
March 2021 and March 2022 is approximately 3.7
points, while the growth from March 2022 to
March 2023 is about 4.1 points, indicating
consistent progress.

e Implication: The rising FI-Index Score suggests
that initiatives aimed at enhancing financial
inclusion are yielding positive results over the
improvement in the economic condition of rural
households

In summary, the data reveals a significant positive
transformation in rural India's financial landscape between
2016-17 and 2021-22, marked by increased financial literacy,
greater insurance adoption, and improved household incomes.
These trends collectively point towards enhanced financial
inclusion and economic well-being in rural communities.

NSSO Consumption Survey 2022-23

e Rural MPCE (Monthly Per Capita Expenditure):
33,773

® Urban MPCE: 6,459

® TFood expenditure proportion declined from 53%
(2011-12) to 46% (2022-23),
indicating diversification.
Table: MPCE Comparison:

Rural 3773
Urban 6459

Table 3: This table presents the MPCE Comparison:

Monthly Per Capita Expenditure (MPCE)
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Table:
Food expenditure proportion

Table 4:This table presents the Food expenditure proportion
Decline in Food Expenditure Proportion

54 |33%
52
-0
& a8
g
= 6%
<
£ 46
&
42
o111z 2022-23
Interpretation:

e MPCE: The table and bar chart clearly show a
significant difference in the Monthly Per Capita
Expenditure between urban and rural areas. The
urban MPCE (6,459) is considerably higher than
the rural MPCE (%3,773).

e Food Expenditure Proportion: The table and line
chart illustrate a decline in the proportion of
expenditure on food in rural areas, from 53% in
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2011-12 to 46% in 2022-23. This suggests a
diversification of spending towards non-food
items over this period in rural India.

Key Findings

Financial literacy strongly correlates with income

diversification, savings, and insurance uptake
e Digital initiatives such as Jan Dhan Yojana,
BHIM, UPI, and PMIJJBY have significantly
expanded the reach of financial services.

e Improved financial inclusion is linked to
increased income levels, better insurance
coverage, and diversified spending patterns.

e Government schemes and digital platforms
like Jan Dhan Yojana, PMJIBY, and mobile
banking have notably enhanced outreach.

e Gender and geographical disparities continue
to be major challenges in achieving
comprehensive financial inclusion.

e Despite progress, gender disparity and digital
illiteracy remain significant barriers to full
financial inclusion.

Conceptual Framework

FINANCIAL
LITERACY

FINANCIAL AWARENESS
+ SKILL DEVELOPMENT

4

ACCESS TO FINANCIAL
PRODUCTS AND SERVICES

v

INCREASED INCOME,
SAVINGS, INSURANCE

Vv

ECONOMIC
EMPOWERMENT
IN RURAL INDIA

Figure

Limitations of the Study

e Reliance on secondary data may limit real-
time applicability.

e Regional disparities across states not deeply
covered.

o Digital literacy components were broadly
generalized.

Future Scope

While this study relies on authentic secondary data,
primary field surveys could provide deeper insights into
behavioral factors influencing financial inclusion. Future
research can focus on digital finance literacy in specific
demographic groups.

Policy Recommendations

e Strengthen community-based  financial
education programs, especially targeting
women, senior citizens, and marginalized
groups through schools and community

centers.

e Promote mobile banking, fintech
adoption, and app-based banking literacy
in remote and rural villages to enhance

digital financial inclusion.

e Improve physical and digital banking
infrastructure in rural regions to ensure
easy access to financial services.

e Introduce financial management modules
at the school and college levels to build early
awareness and skills among youth.

Conclusion

Financial inclusion, driven by widespread financial literacy,
has a significant impact on the economic well-being of rural
India. With continued institutional support, digital innovations,
and grassroots engagement, India can bridge the rural-urban
economic divide. Financial literacy and inclusive banking
systems act as powerful tools to economically empower rural
populations. While notable progress has been made, targeted
efforts are still essential to bridge the remaining gaps,
especially among disadvantaged groups. With sustained focus,
innovation, and community participation, rural India can
achieve greater financial and economic resilience.
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