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ABSTRACT

Financial technology (fintech) has emerged as a powerful level of expanding financial
inclusion in rural India, where traditional banking infrastructure remains sparse and uniformal
financial system dominate. Digital banking innovation are transforming financial services
solution for rural community and enhance financial empowerment. It includes mobile
banking, digital wallets, UPI, Aadhar linked transaction micro finance apps offered to
underserved communities and facilitating rural development. By leveraging Mobile phone,
digital payment and Aadhar link identity systems fintech platform have unabled rural
household to assess saving, credit, insurance and digital payment at significantly lower cost
and greater convenience.

However, adoption remains anyone due to low digital and financial literacy infrastructural
barriers, particularly for women and older adults. This paper reviews the theoretical literature
on fintech driven financial inclusion, analysis key barriers in rural settings and proposes
policy oriented recommendations to depend and equitize fintech based inclusion.
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INTRODUCTION:-

Financial conclusion is a critical component of economic development, enabling individuals
and households to basic financial services, manage risk, and invest in their future. The
services should be available, accessible, and affordable to all sections of society without
discrimination. For instance, opening bank accounts, assess to loans, digital payments and
insurance services for people who previously depended only on informal lenders. Generally,
it promotes inclusive economical growth and erdicate poverty and income equality.
Moreover, it supports entrepreneurship and small businesses which sequently leads to
financial stability in the economy. To promote financial inclusion in Indian society.
Pradhanmantri Jan Dhan Yojana (PMJDY) for universal bank account are access. Further
more, digital India mission promotes digital payments. Through directive benefit transfer
(DBT) government provide subsidies directly to bank accounts mudra loans are particularly
for the small entrepreneurs.

Fintech (financial technology) refers to the use of modern technology to deliver financial
services more efficiently, quickly and conveniently. It generally combines finance and
technology to improve the services such as payments, banking, lending, investments and
insurance it particularly improve financial inclusion and reduces transaction cost and page to
digital economy growth it enables individuals and businesses assess financial services
through digital platforms instead of traditional financial systems.

In India, fintech has expanded rapidly since the launch of UPI, Aadhar linked accounts and
smart phone presentation enabling rural users to access payments, remittances and small
ticket loans remotely.
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This paper exam financial inclusion in rural India, analyses barriers to adoption and suggest
policy measures to make fintech driven inclusion more inclusive, secure and sustainable.

LITERATURE REVIEW:
Defining the financial inclusion:

Financial inclusion means all the people and businesses have access to and are empowered to
use affordable, responsible financial services that meet their needs. These services include
payments, savings, credit and insurance. This concept grew out of the microcredit movement
of the 1970s and became widely used in the early 2000s. Now, it has become an important
part of today’s agenda, with a wide range of actors recognizing it as an enabler of many of
the United Nations Sustainable Development Goals.

Fintech and its instruments in rural India:

Fintech in rural India is driving financial inclusion by providing accessible, technology-
driven services to underserved populations. With the proliferation of UPI, digital wallets and
mobile banking, financial transactions have become easier, faster and more convenient.

e Digital payments Platforms like UPI, PhonePe, Paytm enable peer-to-peer and
merchant payments, bill payments and government transfer receipts.

e Aadhaar-linked accounts The Aadhaar-enabled payment system (AEPS) helps
authenticate and transfer funds using biometrics, particularly useful in areas with low
literacy.

e Fintech lenders and neo-banks use alternative data (transaction history, mobile usage,
sometimes satellite or weather data) to extend microloans and insurance to rural
borrowers.

Summary of recent empirical work:

e A 2025 study on “Fintech Adoption and Financial Inclusion in Rural India” finds that
fintech adoption significantly improves access and usage of financial services,
especially when supported by smartphone penetration and internet connectivity.

e Another empirical study on “Impact of mobile banking services on financial inclusion
of Rural India” reports that mobile banking increases saving behavior, transaction
frequency and participation in the formal economy.

e A 2025 SSRN paper on “Fintech-Driven Financial Inclusion in Rural India: Barriers,
Opportunities and Behavioral Insights” highlights that digital and financial literacy,
trust and ease of use are key determinants of adoption.

e Existing studies focus either on macro-level adoption or urban-centric models; rural
India needs more context-sensitive analysis of gender, infrastructure and regulatory
design.

Research Objectives:

1. To analyze the role of government schemes (e.g., PMJDY, UPI, DBT) and private
sector fintech innovations in rural inclusion.

2. To propose policy and design based recommendations for deeping fintech driven
financial inclusion in India.

Published By: National Press Associates Page
& Copyright @ Authors



National Research Journal of Business Economics [SSN: 2349-2015

Volume No: 13, Issue No: 1, Year: 2026 (January-June) Peer Reviewed & Refereed Journal (IF: 6.74)
PP. BO-B4 Journal Website: www.nrjbe.in

3. To identify key barriers to fintech adoption among rural households, including digital
literacy, infrastructure and social norms.

4. To examine how fintech platforms enhance financial inclusion (access, usage and
quality) in rural India.

METHODOLOGY:
Type of Study:

Qualitative and conceptual research, supported by empirical literature from India and
international experience.

Data Sources:

e Academic journals and working papers on fintech and financial inclusion in rural
India.

e Government reports (RBI, NITI Aayog, UIDAI) and multilateral documents on digital
payments and financial inclusion.

e Unit of analysis : Rural households, small businesses and agricultural households in
India.

e Analytical framework: Use the three-dimension framework of financial inclusion -
access, usage and quality -to systematically review fintech impacts.

How fintech enhances financial inclusion in rural India:
Expanding access to basic banking:

Mobile banking and USSD allow rural users to open accounts, transfer funds, check balances
and avail loan services without visiting a branch. Moreover, banking correspondents (BCs)
and micro-ATMs often integrate with fintech platforms for cash-in/cash-out services.

Credit and insurance for rural households:

Fintech-enabled micro-lending platforms and several fintech startups use alternative data to
assess creditworthiness, enabling small farmers and micro entrepreneurs to access formal
credit.

Digital micro-insurance products (e.g., crop insurance, health and accident linked products)
can be sold and claimed via mobile apps, improving risk-sharing capacity.

For instance, a small farmer in Uttar Pradesh can receive PM-KISAN transfers directly into
his Jan Dhan account, withdraw cash via nearby micro ATM, and use a UPI app to pay for
seeds and fertilizer at a local shop, all without travelling to distant bank branch.

Government transfers and welfare delivery:

Aadhaar-linked Jan Dhan accounts and biometric authentication enable direct benefit
transfers (DBT) for schemes such as PM-KISAN, MGNREGA wages and pensions.
Numerous evidence shows that DBT reduce leakage, improve transparency and increase
formal account usage, ensuring social benefits.

e Digital payments and remittances :— UPI and mobile wallets allow high-volume,
low-cost mode of person-to-person and business-to-consumer transactions and
payments become easy and cheaper. Furthermore, digital remittance apps reduce
reliance on informal channels and help rural families receive funds from migrant
workers quickly and securely.
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Barriers and challenges in rural India:

1. Digital divide and financial literacy :— Many rural areas cannot read English based
interfaces or understand the workings of different applications. There is unawareness
about the concept of transaction fees, interest rates and data privacy, low literacy rates
magnifies the risk of fraud and misuse of credit products.

2. Infrastructure and connectivity: digital divide is created where better connected
areas benefit more than the most remote communities. Remote villages often lack of
reliable internet, electricity and smartphone penetration, limiting app based services.

3. Regulatory and consumer protection issues:- With the profileration of fintech it
also raises the question regarding data privacy, predatory pricing, lack of grievance-
redressal mechanism for rural users. Regulatory frameworks also balance invocation
with consumer protection and fair competition.

4. Trust and social norms:- Another reason cultural preference for cash, fear of
biometric data misuse, destroist of third party apps deter adoption, especially among
women and older adults. General norms and lower mobility constrain women's
independent use of digital wallet and UPI

Policy and design oriented recommendations:-

e User-centric app design:- The user centric app should be designed to support local
language interfaces, audio based instructions and even simplified work flow tailored
to ruler users.

e Strengthening regulation and supervision:- Two regulate fintech in rural
economies, clear rules on data privacy should prevail, interset rate caps are also
required for micro loans.There after, to address the grievances redressal committee
should be tailored for ruler users.

e Digital and financial literacy programs:- Numerous digital and financial literacy
programs are required to be conducted on frequent basis to ensure the awareness
regarding digital banking. Digital platforms can educate rural population about
budgeting, saving and responsible credit usage and ensure sustainable fintech
adoption. Periodic Camps in can be conducted in schools, SHGs and Panchayat with
vernacular content and female focused out reach.

e Private-public fintech partnership:- To support fintech in rural areas which
consequently leads to financial inclusion successful models like Aadhar linked DBT,
UPI-based payments, micro ATM networks through collaboration among banks,
fintech forms and local government.

CONCLUSION:-

Fintech has transformed the rural financial assess in India by making banking, payments and
credits more affordable, convenient and scalable as compared to traditional branch based
models.

The finding of the study has potential of fintech in bridging. The financial divide in rural
India. Fintech sector have collectively creating and enabling environment for extending
financial services to previously excluded communities. In summary, although fintech has
become a crucial faciliator of financial inclusion, its full potential is yet to be achieved.
Overcoming persistent issues such as digital illiteracy, regulatory challenges, Gender
disparities and inadequate infrastructure will require a coordinated effort among policy
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makers and financial institutions. Financial inclusion is not only essential for overcoming
current obstacles but also for promoting sustainable economy growth and ensure the
advantages of digital finance and accessible to all segments of rural society.
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