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ABSTRACT

Financial inclusion refers to providing unconditional and affordable access to financial services in an
effective and efficient manner for all needy people. Microfinance institutions (MF1Is) play an important
role in financial inclusion and societal development. One important part of the financial inclusion strat-
egy is to provide access to finance to those people belonging to remote and disadvantaged areas. The
aim of this chapter is to study the concept of microfinance and microfinance institutions and its impact
on financial inclusion in India. This study provides recommendations to grow and sustain microfinance
institutions to achieve greater financial inclusion.

INTRODUCTION

Financial Inclusion is delivering banking services at affordable prices to that section of society which has
low income and low opportunities of availabilities of different economic and social services. Financial
Inclusion lists out various measures and initiatives by the Government of India and the central bank of
the country, Reserve Bank of India (RBI) towards socio-economic growth. India has been divided into
three categories on a state wise index mainly high, medium, and low-income groups. Sadly, a large section
of our society is facing the problem of financial exclusion. It is mainly due to lack of socio-economic
financial literacy and infrastructure. At a global level, many countries have adopted the concept of fi-
nancial inclusion including US, France, UK (Mehta, Jindal & Singh, 2015; Ahmad, 2012).
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Meaning of Financial Inclusion

Financial inclusion refers to delivery of financial services at an affordable cost in a fair, transparent
terms and conditions to vast sections of disadvantages, weaker, low-income groups’ including household
enterprise, small medium enterprise, and trade INR (Mehta, Jindal & Singh, 2015).

Financial Inclusion is:

NFA + Banks+ OFIs+ MFI+ IT = Financial Inclusion.
Where,

NFA: No frills bank account
OFIs: Financial Institutions
MFI: Micro Financial Institutions
IT: Information Technology.

FINANCIAL INCLUSION IN INDIA

In India, the apex bank Reserve Bank of India (RBI) along with some commercial banks has undertaken
the initiative to promote financial inclusion. Many projects have been launched like mobile banking;
micro financial institutions etc. (Mehta, Jindal & Singh, 2015). During the recent past, banks have played
an important role in making people meet their needs. Many studies have been carried out to know about
the role of banks in financial inclusion for sustainable development. Many regional rural banks (RRBs)
and commercial banks have joined hands for the development of nation. Choubey (1983) has evaluated
that commercial banks have failed to fill serious gaps and deficiencies in farm credit which the RRBs
can manage to do. He emphasized on the fact that National Bank for Agriculture and Rural Develop-
ment (NABARD) would be required to pay special attention to depoliticisation of agricultural credit
and Government credit agencies. He suggested that NABARD might help in raising agriculture and
rural sector productivity at a faster rate. Husain (1987) analyzed the development of commercial banks
in India and shed light on reorientation of credit policy and resource mobilization for regional develop-
ment. Financial inclusion is the key determinant to sustainable and inclusive growth, which will unlock
the vast hidden potential of savings, consumption, and investment propensities of the poorer sections of
society. It will help to transact the national forum for financial inclusion in which all people have access
to appropriate and have defined products and services in order to manage their money effectively. It is
achieved by both financial literacy and financial capability on the part of consumer. It also helps in the
financial access of product and services (Mehta, Jindal & Singh, 2015).

Sendhilvelan and Karthikeyan (2006) concluded with a view to ensure financial inclusion of every-
one by publicizing the facility of “no frills” account in both rural and urban banks and shifting from the
conceptof ‘anytime, anywhere banking’ to ‘anytime, anywhere and to everyone banking’. Mitra (2007)
stressed on the fact that instead of being confined to the four walls, bank policies should touch the door-
steps of the common person having more inclusive capitalist growth strategy bordering theprinciples of

267



13 more pages are available in the full version of this document, which may
be purchased using the "Add to Cart" button on the publisher's webpage:
www.igi-global.com/chapter/the-quest-for-financial-inclusion-and-

microfinance-institutions-in-india/209965

Related Content

Tourist Attraction Perception of Jharkhand Cuisine: A Study on Tourists Visiting Jharkhand
Viveka Nand Sharmaand Arvind Hans (2022). International Journal of Circular Economy and Waste
Management (pp. 1-10).
www.irma-international.org/article/tourist-attraction-perception-of-jharkhand-cuisine/306215

Urban Green Innovation Ecosystem to Improve Environmental Sustainability
José G. Vargas-Hernandezand Jessica Davalos-Aceves (2022). International Journal of Circular Economy
and Waste Management (pp. 1-9).

www.irma-international.org/article/urban-green-innovation-ecosystem-to-improve-environmental-sustainability/288503

Consumption of Artistic and Cultural Products in the Pandemic and the Influence of Technology:
Evidence From Brazil

Josmar Andrade, Julia Aparecida Bibiano Ramosand Giovanna Bezerra Boava (2022). Digitalization as a
Driver for Smart Economy in the Post-COVID-19 Era (pp. 108-130).
www.irma-international.org/chapter/consumption-of-artistic-and-cultural-products-in-the-pandemic-and-the-influence-of-
technology/299131

Determinants and Outcomes of Green Innovations: A Conceptual Model

Asha Thomas, Rosa Palladino, Chiara Nespoli, Maria T. d'agostinoand Giuseppe Russo (2022). Handbook
of Research on Building Greener Economics and Adopting Digital Tools in the Era of Climate Change (pp.
43-63).

www.irma-international.org/chapter/determinants-and-outcomes-of-green-innovations/309797

Blending Local Government Authorities and Grassroots for Industrial Economy Through
Participatory Development Communication in Tanzania

Hagai Joseph Mwakisisya, Rogers Rugeiyamuand Sebastian Cyprian (2021). Handbook of Research on
Nurturing Industrial Economy for Africa’s Development (pp. 74-98).

www.irma-international.org/chapter/blending-local-government-authorities-and-grassroots-for-industrial-economy-

through-participatory-development-communication-in-tanzania/273359



http://www.igi-global.com/chapter/the-quest-for-financial-inclusion-and-microfinance-institutions-in-india/209965
http://www.igi-global.com/chapter/the-quest-for-financial-inclusion-and-microfinance-institutions-in-india/209965
http://www.irma-international.org/article/tourist-attraction-perception-of-jharkhand-cuisine/306215
http://www.irma-international.org/article/urban-green-innovation-ecosystem-to-improve-environmental-sustainability/288503
http://www.irma-international.org/chapter/consumption-of-artistic-and-cultural-products-in-the-pandemic-and-the-influence-of-technology/299131
http://www.irma-international.org/chapter/consumption-of-artistic-and-cultural-products-in-the-pandemic-and-the-influence-of-technology/299131
http://www.irma-international.org/chapter/determinants-and-outcomes-of-green-innovations/309797
http://www.irma-international.org/chapter/blending-local-government-authorities-and-grassroots-for-industrial-economy-through-participatory-development-communication-in-tanzania/273359
http://www.irma-international.org/chapter/blending-local-government-authorities-and-grassroots-for-industrial-economy-through-participatory-development-communication-in-tanzania/273359

