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General Studies-3; Topic: Inclusive growth and issues arising from it. 

Digital Literacy for Financial Inclusion (FI) 

1) Introduction 

• India’s efforts to expand access to organised financial systems through digital payments have 
started to gain ground. 

• Enhancing access to financial touch points and reducing the cost of access have been the twin 
drivers of digital inclusion. 

2) Recent Developments 

• As part of the RBI’s policy to promote digital inclusion making online remittances through NEFT and 
RTGS facilities in savings bank accounts free. 

• The facilities are also now made available on 24/7 basis, allowing for quick fund transfer round the 
clock. 

• The RBI’s Vision 2019-2021 for Payments and Settlement Systems intended to “empower every 
Indian with access to a bouquet of e-payment options that are safe, secure, convenient, quick and 
affordable”. 

• The report of the high level committee on deepening of digital payments envisaged a ten-fold 
increase in digital payments in the next three years. 

• The recent growth in digital banking infrastructure could foster a cultural shift in the intensity of 
use of electronic modes of payments and settlement. 

• Its adoption even in the hinterlands with the active use of business correspondents is encouraging. 

• The scope for financial inclusion (FI) through digital penetration has increased significantly. 

• Banks have started expanding the base of electronic delivery channels at a much faster pace 

• The number of point of sales terminals and debit cards have increased substantially  

3) Recent Policy Initiatives 

• Small finance banks (SFBs) and payments banks have also been set up to improve outreach and to 
pursue Financial Inclusion, for the benefit of people at the bottom of the pyramid 

• Non-bank peer-to-peer lenders and the introduction of a new type of prepaid payment instruments 
will go a long way in deepening FI through further digital penetration. 

• Merchant discount rates were waived in the Union Budget presentation for 2019-20. 

• In view of these recent efforts, digital payment volumes have seen considerable growth. 

4) Global position 

• Global Microscope-2019, released by Economic Intelligence Unit, ranked India well ahead of its 
peers among the 55 countries studied. 

• Among the BRICS economies, the ranking of India is considerably ahead. 

• This affirms that India is steadfast in pursuing FI through digital thrust. 

5) Concerns / Challenges 

• The number of basic savings bank deposit accounts quickly increased due to the rollout of the 
Pradhan Mantri Jan Dhan Yojana (PMJDY). 

• But the formidable challenge is the increased inoperative bank accounts that limit the merits of 
Financial Inclusion. 

• The gap in imparting financial and digital literacy is evident. 
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• Deepening FI efforts to realise its actual potentiality to contribute to economic wellbeing of the 
society remains a formidable challenge. 

• While many stakeholders have been doing sporadic work to spread of financial and digital literacy, 
they are not coordinated enough to optimise its effectiveness. 

• Inadequate institutional efforts to disseminate financial awareness at the grassroots level are 
keeping even financially connected masses away from the formal financial system. 

6) Way Forward 

• There is a need to increase financial and digital knowledge among the people. 

• To ensure that the benefits of inclusion reaches the intended target group of the society, seminal 
changes need to be introduced in the spread of financial and digital literacy 

• Adequately equipping and empowering institutions engaged in disseminating comprehensive 
literacy programmes will be essential. 

• Business correspondents in villages can be an integral part of change agents to create social 
awareness and to highlight the benefits of the formal financial system. 

• Over period of time, such institutions should be able to phase out informal money lenders who 
charge usurious interest rates. 

• It is the right time to accelerate literacy campaigns, particularly when digital culture is spreading 
fast with introduction of GST, FASTags and other online utilities of daily use. 

• Right synchronisation of comprehensive financial literacy efforts should be able to take India close 
to the objectives of FI by 2030. 
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