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Challenge of Financial Inclusion in India and Role 
of CAs

F inancial Inclusion is identified as a key strategy to 
achieve inclusive development the world over. It is a 
necessary condition for financial deepening, which 
will help address the basic issue of growth with 

equity. In India, the process of leveraging financial services 
sector as the growth engine for transformation is closely 
entwined with the progress on financial inclusion. But, our 
economic success and the boom in banking notwithstanding, 
one of the contemporary critical challenges for India remains 
to be financial inclusion of its population, especially that 
of underprivileged sections, who remain cut off from not 
only formal sources of finance but also from basic banking 
services. Despite financial inclusion being high on agenda 
of the Government, and despite persistent policy initiatives 
and endeavours of the Reserve Bank of India since 2004, 
comprehensive and total financial inclusion is still a far cry. 
This is despite the fact that one of the major goals of the 
11th Five Year Plan was attaining financial inclusion of the 
most and extending the reach of microfinance to meet credit 
needs of approximately 80% of the population not directly 
covered by banks. 

Approximately only 45% Indian earners have bank 
account. Of this, only 38% of paid workers in villages had 
accounts compared to 62% of those in urban space in 2007. 
Based on the All India Debt and Investment Survey, the C. 
Rangarajan Committee on Financial Inclusion observed 
in its report that 111.5 million households had no access 
to formal credit, 17 million households were indebted to 
moneylenders, and 45.9 million farmer households in the 
country out of a total of 89.3 million (or 51%) did not have 
access to credit, either from institutional or non-institutional 
sources. India has been ranked poorly, i.e. 50th, below 
the African countries like Kenya and Morocco, in first-ever 
index of financial inclusion prepared by Indian Council for 
Research on International Economic Relations. The number 
of branches of a bank per one lakh adults in India is just 9.4, 
as compared to 14.6 in Malaysia. While domestic deposit as 
share in the GDP is just 54.9% in India compared to 123.9% 
in Malaysia. The Rangarajan committee in its report had said 
that financial exclusion is most acute in Central, Eastern and 
North-Eastern regions – having a concentration of 64% of all 
financially excluded farmer households in the country.

As such, to remedy the situation, the Finance Minister 
Mr. Pranab Mukherjee has rightly announced various steps 
in Union Budget 2012-2013. These include extension of the 
scheme ‘Swabhimaan’ to habitations with population of 
more than 1,000 in NE and hilly states as per Census 2011. 
The ‘swabhimaan’ campaign was launched in 2010-2011 to 
extend banking facilities through business correspondents to 
habitations having a population in excess of 2,000. As such, 
after business correspondents, the next phase of financial 
inclusion seems to be establishment of ultra-small branches. 
Mr. Mukherjee said in the Budget speech: “As a next step, 

ultra-small branches are being set up at these habitations 
where the business correspondents would deal with cash 
transactions.” Besides, Kisan Credit Card will now act as 
smart card which could be used in ATMs and there will be 
a financial support of R10,000 crore to NABARD to refinance 
RRBs. Further, the Unique Identification Number (UID)-
Aadhaar platform will be encouraged to support payments 
of MG-NREGA.

Empowering rural India is of utmost importance and the 
government can effectively do so through financial inclusion. 
The Rangarajan Committee mainly mooted a mission called 
National Rural Financial Inclusion Plan and recommended 
to establish Financial Inclusion Promotion and Development 
Fund and Financial Inclusion Technology Fund. It rightly 
stressed the importance of looking at financial inclusion in a 
holistic manner and has emphasised on the need to look into 
insurance and remittance needs of the poor. 

Although major initiatives have been launched in the 
direction of financial inclusion, what is needed is more 
sustained and sincere efforts on part of our Government 
as well as our banks. Irrespective of the fact that about 
120 million farming families have been brought into the 
financial system by providing low-interest credits, debt-relief 
packages and a host of subsidies, banks still have to play 
an active role in agriculture sector. Indian bankers need to 
overcome the challenge of finding a low-cost approach to 
financial inclusion sooner than later. A larger spread of the 
“business correspondent” model of forging linkages with 
local communities and a shift from class to mass banking 
is required for the penetration of the financial services in the 
rural areas. Particular attention has be paid to certain under-
banked states like Bihar, Orissa, Rajasthan, Uttar Pradesh, 
Chattisgarh, Jharkhand, West Bengal and North-Eastern 
states. 

In this regard, the Chartered Accountants, in association 
with micro-finance institutions, self-help groups and NGOs, 
can play a pivotal role. Prime Minister Dr. Manmohan Singh 
rightly pointed out during the Diamond Jubilee celebrations 
of the ICAI that CAs of the country can promote financial 
inclusion by creating awareness about microfinance, 
financial products, money management and other initiatives 
of the Government like NABARD, and encouraging public to 
join formal financial systems. Technology can be a tool in 
providing access to banking products in remote areas. 

Financial inclusion, accepted globally as an explicit 
strategy for fostering economic growth, is a compulsion 
rather than a need. Financial inclusion is a must for inclusive 
growth of the nation.
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