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Abstract

Financial literacy has gained increasing importance in India as access to banking, digital
payments, credit facilities, and investment options continues to expand. Individuals require adequate
financial knowledge to understand these services and make informed financial decisions. Greater
awareness of financial products and digital platforms can improve access to opportunities, strengthen
financial security, and contribute to broader development objectives. The present study examines the
relationship between financial literacy, financial inclusion, and economic empowerment in India and
considers their relevance to sustainable development. The study is based on secondary data collected
from reports and publications of the Reserve Bank of India (RBI), National Centre for Financial
Education (NCFE), Ministry of Finance, and National Payments Corporation of India (NPCI), World
Bank, and other official sources. A descriptive and analytical approach has been adopted to examine
major trends in financial awareness and access to formal financial services. The analysis reveals
considerable progress in India's financial ecosystem during the last decade. The number of Pradhan
Mantri Jan Dhan Yojana (PMJDY) accounts increased from approximately 14.7 crore in 2015 to more
than 55 crore by 2025, reflecting a substantial expansion of banking access. Digital financial adoption
has also accelerated, with UPI transactions exceeding 185 billion during 2024—25. The data further
indicate increased participation of women in formal financial services and greater use of banking and
digital payment facilities among previously underserved groups. These developments suggest that
improved financial awareness has supported the effective use of available financial services and
strengthened financial resilience. The study concludes that financial literacy plays an important role
in enhancing access to financial services and supporting economic participation. Continued efforts in
financial education, particularly in digital finance, along with wider availability of inclusive financial
services, ¢ n contribute to poverty reduction, greater gender inclusion, reduced disparities, and
sustainable economic development in India.
Keywords: Financial literacy, digital finance, financial inclusion

1. Introduction

In recent years, financial literacy has become increasingly important as financial
services and digital technologies have expanded rapidly. Individuals today are required to
make a variety of financial decisions related to savings, borrowing, investments, insurance,
and digital payments. To make these decisions effectively, people need basic financial
knowledge and the ability to understand available financial products and services. Financial
literacy helps individuals manage their resources more efficiently, plan for future needs, and
improve their financial security. The adoption of the United Nations Sustainable
Development Goals (SDGs) in 2015 further highlighted the importance of strengthening
financial capability among citizens. Several SDGs, particularly those related to poverty
reduction, gender equality, economic growth, and reduced inequalities, are closely
associated with access to financial resources and informed financial decision-making.
Financial literacy can support these goals by helping individuals improve their economic
opportunities, manage risks, and make productive use of financial services. In the Indian
context, financial literacy has gained particular relevance because a significant section of the
population historically remained outside the formal financial system.
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Many households, especially in rural and economically disadvantaged areas, depended on informal sources of finance
due to limited awareness of banking facilities and other financial products. Insufficient financial knowledge often
restricted the ability of individuals to save regularly, access formal credit, or benefit from government-supported
financial schemes.

To expand financial access, the Government of India has implemented several policy initiatives over the past

decade. Among these, the Pradhan Mantri Jan Dhan Yojana (PMJDY), launched in 2014, represents one of the most
significant efforts to bring unbanked populations into the formal banking network. The scheme has facilitated the
opening of millions of bank accounts and promoted greater participation in formal financial activities. By early 2025,
PMJDY had crossed 54.97 crore accounts, with women accounting for more than half of the total account holders.
Deposits under the scheme also recorded substantial growth, indicating increased usage of banking services.
Other initiatives, including Digital India, Direct Benefit Transfer (DBT), Aadhaar-enabled Payment Systems (AePS),
Unified Payments Interface (UPI), and financial awareness programmes conducted by the National Centre for Financial
Education (NCFE), have further strengthened the financial ecosystem. These measures have encouraged digital
transactions, improved access to government benefits, and increased the convenience of financial services for millions
of users. The expansion of digital payments has also created new opportunities for individuals and small businesses to
participate in the formal economy. Against this background, the present study examines the relationship between
financial literacy, financial inclusion, and economic empowerment in India. Using secondary data obtained from
reports and publications of the Reserve Bank of India (RBI), National Centre for Financial Education (NCFE), Ministry
of Finance, National Payments Corporation of India (NPCI), World Bank, and other official sources, the study
evaluates recent developments in these areas. Particular attention is given to the contribution of financial literacy
toward achieving SDG 1 (No Poverty), SDG 5 (Gender Equality), SDG 8 (Decent Work and Economic Growth), and
SDG 10 (Reduced Inequalities). The study seeks to understand how improved financial knowledge can strengthen
financial participation, enhance economic opportunities, and support sustainable development in India.

2. Literature Review

The modern understanding of financial literacy is largely influenced by the work of Lusardi and Mitchell
(2014), who described it as the ability to understand financial concepts and apply them effectively when making
financial decisions. Their study found that individuals with higher levels of financial knowledge were more likely to
plan for retirement, accumulate wealth, and engage in long-term financial planning. The authors argued that financial
literacy contributes significantly to financial security and reduces exposure to economic risks. Building on this
perspective, Atkinson and Messy (2012) proposed a broader framework that includes financial knowledge, attitudes,
and behaviour. According to their approach, effective financial management depends not only on understanding
financial concepts but also on maintaining positive attitudes toward saving and adopting responsible financial practices.
This framework has been widely used in subsequent studies examining financial capability across different countries
and population groups. A substantial portion of the literature has focused on the relationship between financial literacy
and financial inclusion. Financial inclusion generally refers to the availability and use of affordable financial services
by all sections of society. Several researchers have argued that access to financial services becomes more meaningful
when individuals possess the knowledge required to use those services effectively. Using data from multiple countries,
Klapper, Lusardi, and Van Oudheusden (2015) reported significant differences in financial literacy levels across
demographic groups. Their findings showed that financially knowledgeable individuals were more likely to maintain
bank accounts, save through formal institutions, and make informed borrowing decisions. The study suggested that
financial literacy plays an important role in encouraging participation in the formal financial sector. Similar conclusions
were reached by Morgan and Long (2020), who examined the role of financial literacy in strengthening household
financial resilience. Their research indicated that financially informed individuals tend to demonstrate better saving
habits, make more prudent borrowing decisions, and manage financial risks more effectively. These outcomes
contribute to greater economic security and improved household welfare. The study reinforced the argument that
financial inclusion and financial literacy should be viewed as complementary rather than independent policy objectives.
The expansion of digital financial services has introduced a new dimension to this discussion. Mobile banking, digital
wallets, online payment systems, and fintech platforms have increased the accessibility of financial services in many
countries. According to Demirgic-Kunt et al. (2022), digital technologies have contributed significantly to
improvements in financial inclusion worldwide. However, the authors also noted that access to technology alone does
not guarantee effective usage. Individuals require both financial and digital skills to understand financial products,
evaluate risks, and protect themselves from fraud. As a result, financial education has become increasingly important in
the digital era.

In India, financial literacy has emerged as a major component of financial sector development and inclusion
strategies. The country's diverse socio-economic conditions and long-standing disparities in financial access have
highlighted the need for stronger financial awareness initiatives. Agarwalla et al. (2015) studied financial literacy
among urban working youth and found considerable differences based on educational attainment, income levels, and
socio-economic background. Their findings suggested that even among relatively educated groups, financial knowledge
was often inadequate, emphasizing the need for structured financial education programmes. Government-led initiatives
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have also received considerable attention in the literature. The launch of the Pradhan Mantri Jan Dhan Yojana
(PMJDY) in 2014 marked a significant step toward expanding access to formal banking services. Studies examining the
scheme generally report positive outcomes in terms of banking penetration and account ownership. Thakur (2022)
observed that PMJDY enabled millions of previously unbanked individuals to enter the formal financial system and
gain access to banking, insurance, and government benefit programmes. The scheme has been particularly important
for rural households and economically weaker sections. Research has also explored the connection between financial
literacy and the adoption of digital financial services. Sharma and Kukreja (2021) found that individuals with greater
financial awareness were more likely to use banking services and digital payment platforms. Their findings indicated
that financial knowledge increases confidence in financial decision-making and supports the effective use of modern
financial tools. The study highlighted the importance of combining financial education with financial inclusion
initiatives to achieve sustainable outcomes. Recent studies have increasingly linked financial literacy with economic
empowerment. Mahajan (2024) argued that financial awareness enhances an individual's ability to manage income,
control expenditure, use credit responsibly, and plan for future financial needs. These capabilities can strengthen
household financial stability, support asset creation, and improve overall living standards. In this way, financial literacy
contributes not only to financial outcomes but also to broader economic participation and social advancement.

Evidence from reports published by the National Centre for Financial Education (NCFE), the Reserve Bank of India
(RBI), and the Ministry of Finance supports these findings. While significant progress has been made in expanding
banking access and promoting digital transactions, gaps remain in areas such as investment awareness, retirement
planning, insurance literacy, and digital financial security. These reports suggest that financial access alone is
insufficient unless individuals possess the knowledge and confidence required to use financial services effectively.

3. Research Gap

Existing studies have extensively examined financial literacy and financial inclusion, particularly their
influence on saving behaviour, investment decisions, use of banking services, and overall financial well-being.
Research has also documented the contribution of initiatives such as the Pradhan Mantri Jan Dhan Yojana (PMJDY),
Direct Benefit Transfer (DBT), and digital payment systems in expanding access to formal financial services in India.
Despite these contributions, much of the available literature investigates financial literacy and financial inclusion
separately, offering limited insight into how these factors jointly influence economic empowerment and broader
development outcome. Furthermore, India's financial environment has undergone significant transformation due to the
widespread adoption of digital financial services, growth in UPI-based transactions, expansion of DBT mechanisms,
and the introduction of new policy initiatives aimed at strengthening financial inclusion. These developments have
created a need for updated analysis based on recent evidence. However, comprehensive studies that combine recent
government reports, policy documents, and international data sources to evaluate the developmental role of financial
literacy remain limited.

In view of these gaps, the present study examines the relationship between financial literacy, financial
inclusion, and economic empowerment within the context of sustainable development. Using recent secondary data and
policy evidence, the study provides an integrated assessment of how financial literacy supports progress toward SDG 1
(No Poverty), SDG 5 (Gender Equality), SDG 8 (Decent Work and Economic Growth), and SDG 10 (Reduced
Inequalities) in India. By bringing these dimensions together, the study seeks to contribute to a more comprehensive
understanding of the role of financial literacy in promoting inclusive and sustainable development.

4. Objectives of the Study

1. To examine the present status of financial literacy in India and review the major initiatives undertaken to promote
financial awareness among different sections of society.

2. To analyze recent developments in financial inclusion with reference to banking access, Pradhan Mantri Jan Dhan
Yojana (PMJDY), digital payment systems, and Direct Benefit Transfer (DBT) programmes.

3. To investigate the link between financial literacy and the effective use of formal financial services, including
savings, credit, insurance, and digital financial platforms.

4. To assess the extent to which financial knowledge contributes to economic empowerment by improving financial
decision-making, encouraging responsible financial behaviour, and enhancing financial resilience.

5. To evaluate the contribution of financial literacy and financial inclusion toward achieving sustainable development
outcomes in India.

6. To examine the relevance of financial literacy in supporting SDG 1 (No Poverty), SDG 5 (Gender Equality), SDG 8
(Decent Work and Economic Growth), and SDG 10 (Reduced Inequalities).

7. To suggest policy measures for strengthening financial education, promoting digital financial capability, and
expanding inclusive financial services for sustainable and equitable development.

5. Research Methodology

1 Research Design

The study employs a descriptive and analytical research design to examine the relationship between financial literacy,
financial inclusion, and economic empowerment in India. The approach is intended to assess existing trends, review
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major policy initiatives, and understand how financial literacy contributes to sustainable development outcomes. By
using available data and published evidence, the study provides a broad assessment of developments in the Indian
financial sector over the selected period.

2 Nature of the Study

The research is based entirely on secondary data. This approach is appropriate because the study focuses on national -
level developments, policy measures, and financial inclusion indicators that are already documented by government
agencies, regulatory institutions, and international organizations. Secondary data allow for a comprehensive
examination of trends and patterns without conducting primary field surveys

3 Sources of Data

Data for the study have been collected from reliable and publicly available sources. These include reports, statistical
databases, policy documents, and research publications related to financial literacy, financial inclusion, digital finance,
and sustainable development. The major sources are:

- Reserve Bank of India (RBI) reports and publications

- National Centre for Financial Education (NCFE) surveys and reports

- Ministry of Finance reports and official publications

- Pradhan Mantri Jan Dhan Yojana (PMJDY) data and progress reports

- World Bank Global Findex Database

- Organisation for Economic Co-operation and Development (OECD) financial literacy studies

- National Payments Corporation of India (NPCI) reports on digital transactions

- United Nations reports related to Sustainable Development Goals

- Peer-reviewed journals, books, and academic publications

- Government statistics, policy papers, and official databases

These sources provide information on financial awareness, banking access, digital payment adoption, and indicators
associated with economic and social development.

4 Period of the Study

The analysis covers the period from 2014 to 2025. This timeframe was selected because it includes major developments
in India's financial inclusion landscape, beginning with the launch of the Pradhan Mantri Jan Dhan Yojana (PMJDY) in
2014. The period also witnessed rapid growth in digital financial services, expansion of Direct Benefit Transfer (DBT)
programmes, and several initiatives aimed at improving financial awareness and access to formal financial services.

5 Analytical Framework and Techniques

The collected information has been examined using descriptive and analytical methods. The following techniques have
been applied:

- Trend Analysis: To study changes in banking access, PMJDY account growth, digital payment usage, and financial
literacy initiatives over time.

- Percentage Analysis: To measure growth patterns, participation levels, and demographic distribution across selected
indicators.

- Comparative Analysis: To compare developments across different years and assess the outcomes of major policy
initiatives.

- Descriptive Statistics: To summarize and interpret data obtained from various reports and databases.

- Literature-Based Analysis: To integrate findings from earlier studies and policy documents and evaluate their
relevance to sustainable development.

6 Scope of the Study

The study focuses on the interaction between financial literacy, financial inclusion, and economic empowerment in
India. Particular attention is given to understanding how financial awareness supports the effective use of financial
services and contributes to broader development goals. The analysis specifically considers the relevance of financial
literacy to SDG 1 (No Poverty), SDG 5 (Gender Equality), SDG 8 (Decent Work and Economic Growth), and SDG 10
(Reduced Inequalities). Through this approach, the study seeks to provide a comprehensive understanding of the role of
financial literacy in promoting inclusive and sustainable development.

6. Financial Literacy and Sustainable Development Goals

Financial literacy has become an important factor in achieving inclusive and sustainable development. By
improving financial awareness and decision-making ability, individuals are better equipped to utilize available financial
services, manage resources efficiently, and participate in economic activities. These outcomes support several
Sustainable Development Goals (SDGs).
SDG 1: No Poverty
Knowledge of savings, credit, insurance, and risk management enables households to strengthen their financial
security. Greater access to formal banking services reduces dependence on informal lending sources and helps
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individuals cope with economic uncertainties. As a result, financial literacy contributes to poverty reduction and
improved financial stability.

SDG 5: Gender Equality

Financial awareness plays an important role in strengthening women's participation in economic and financial
activities. Women who possess financial knowledge are more likely to use banking services, manage household
finances, participate in entrepreneurship, and make independent financial decisions. These developments support
greater economic inclusion and gender equality.

SDG 8: Decent Work and Economic Growth

An understanding of financial concepts encourages productive use of resources, supports entrepreneurial activities, and
improves access to formal financial products. Enhanced financial capability can facilitate business development,
employment generation, and long-term economic growth.

SDG 10: Reduced Inequalities

Improved access to financial services, combined with greater awareness of their use, helps disadvantaged groups
participate more effectively in the formal economy. This process contributes to reducing socio-economic disparities and
promoting inclusive development across regions and population groups.

7. Analyses and Interpretation of Data

The analysis of secondary data highlights significant progress in financial inclusion and financial
empowerment in India over the past decade. The Pradhan Mantri Jan Dhan Yojana (PMJDY) has played a crucial role
in expanding access to banking services, with account ownership increasing from 17.95 crore in 2015 to 54.97 crore in
2025. This substantial growth demonstrates the successful outreach of formal banking services to previously
underserved populations, particularly in rural and low-income communities. Key indicators show notable
improvements in financial inclusion. Account ownership rose from 53 percent to 89 percent, while the gender gap in
account ownership narrowed considerably from 20 percent to 5 percent, reflecting greater participation of women in the
financial system. Access to formal credit also improved, increasing from 8 percent to 24 percent, thereby supporting
entrepreneurship and economic opportunities. In addition, financial literacy levels increased from 24 percent to 42
percent, indicating growing awareness and understanding of financial services among the population.
The 2025 PMJDY performance data further reinforce these achievements. Women account holders represent over half
of all beneficiaries, and a large share of accounts is concentrated in rural and semi-urban areas, demonstrating the
programme’s inclusive reach. Rising deposit levels and widespread distribution of RuPay cards indicate greater trust in
banking institutions and increased adoption of digital financial services.
Overall, the findings suggest that financial literacy and financial inclusion have progressed together, contributing to
greater economic participation, empowerment, and sustainable development. PMJDY has evolved beyond a basic
banking initiative and has become an important instrument for promoting inclusive growth and strengthening India's
financial ecosystem.

8. Discussion

The study demonstrates a strong relationship between financial literacy, financial inclusion, economic
empowerment, and sustainable development in India. Analysis of secondary data reveals significant improvements in
access to formal financial services, driven by initiatives such as PMJDY, DBT, AePS, Digital India, and UPI. PMJDY
accounts increased from 17.95 crore in 2015 to 54.97 crore in 2025, reflecting substantial progress in extending
banking services to previously excluded populations.
The findings indicate that financial literacy plays a crucial role in enabling individuals to effectively utilize financial
services. Increased financial awareness has supported higher levels of savings, responsible borrowing, household
financial planning, and greater use of formal banking channels. Financial literacy scores improved from 24 percent to
42 percent, while account ownership rose from 53 percent to 89 percent, suggesting a positive relationship between
financial knowledge and financial inclusion.
The study also highlights notable progress in gender inclusion. The gender gap in account ownership declined from 20
percent to 5 percent, and women account holders represented approximately 55.7 percent of PMJDY beneficiaries in
2025. Greater access to banking services, credit facilities, and government benefit transfers has strengthened women's
economic participation and financial independence.
Digital financial services have emerged as a major driver of inclusion. The growing adoption of UPI, mobile banking,
RuPay cards, and online payment platforms demonstrates the increasing importance of digital financial capability.
These developments have improved convenience, transparency, and accessibility while encouraging broader
participation in the formal financial system.
From an economic perspective, enhanced financial literacy and inclusion have supported entrepreneurship, asset
creation, income generation, and improved financial resilience. These outcomes contribute to poverty reduction,
reduced socio-economic disparities, and stronger economic empowerment. Furthermore, increased access to savings,
credit, insurance, and welfare benefits aligns closely with the objectives of sustainable development by promoting
inclusive growth, gender equality, and social well-being.
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Overall, the study concludes that financial literacy and financial inclusion are mutually reinforcing factors that
contribute significantly to economic empowerment and sustainable development in India. While substantial progress
has been achieved, continued efforts to strengthen financial education among rural populations, women, youth, and
economically vulnerable groups remain essential for achieving inclusive and sustainable long-term development.

9. Major Findings of the Study

1. Financial knowledge is closely linked with greater use of formal banking, savings, credit, insurance, and digital
payment services.

2. Government programmes such as PMJDY, Digital India, DBT, AePS, and UPI have significantly expanded financial
access across the country.

3. PMJDY emerged as a major driver of inclusion, with bank accounts increasing from 17.95 crore in 2015 to 54.97
crore in 2025.

4. Banking penetration improved considerably, as adult account ownership rose from 53 percent in 2014 to 89 percent
in 2024,

5. Female participation in the financial system strengthened, with women constituting more than half of PMJDY
beneficiaries and the gender gap in account ownership narrowing substantially.

6. The rapid growth of digital payment platforms has accelerated the adoption of secure and convenient financial
transactions.

7. Better financial understanding encourages prudent money management, including regular saving, informed
borrowing, and long-term financial planning.

8. Enhanced financial capability contributes to household stability by improving budgeting practices and reducing
vulnerability to economic shocks.

9. Gaps in awareness, digital competence, and service utilization continue to affect rural communities, low-income
households, and other disadvantaged groups.

10. Overall, the evidence indicates that stronger financial literacy supports economic participation, social inclusion, and
sustainable development, making it an important component of India's long-term growth strategy.

10. Policy Implications and Recommendations

1. Introduce practical financial education at school, college, and university levels to build sound money-management
skills from an early age.

2. Focus awareness initiatives on rural regions and disadvantaged communities where access and understanding remain
limited.

3. Improve digital competence by promoting safe use of online banking, mobile payments, and cybersecurity practices.
4. Encourage collaboration among government agencies, educational institutions, financial institutions, and community
organizations to maximize outreach and impact.

5. Design targeted programmes that strengthen women's access to financial resources, decision-making, and
entrepreneurial opportunities.

6. Expand community-based workshops and awareness campaigns to reach vulnerable groups and improve everyday
financial decision-making.

7. Strengthen consumer protection mechanisms and increase public awareness regarding financial fraud, cyber risks,
and user rights.

8. Integrate financial education with skill development, employment, and entrepreneurship programmes to support
income generation and self-reliance.

9. Use digital platforms, mobile applications, and online learning tools to deliver financial knowledge to a wider
audience at lower cost.

10. Align financial capability initiatives with broader development goals such as poverty reduction, gender equality,
inclusive growth, and sustainable development.

11. Scope for Future Research

The present study is based on secondary data and focuses on the relationship between financial literacy, financial
inclusion, economic empowerment, and sustainable development in India. Future research may undertake primary
surveys to examine financial behaviour across different demographic groups and regions.Further studies may also
explore the impact of emerging technologies, digital finance, fintech innovations, and artificial intelligence on financial
knowledge, consumer behaviour, and access to financial services. Comparative studies across states, rural—urban
regions, or developing economies may provide additional insights into the factors influencing financial capability and
inclusive development.

12. Conclusion

Financial literacy has become an important component of inclusive economic development in India. The findings of the
study indicate that improvements in financial awareness, together with expanded access to formal financial services,
have contributed to greater participation in the financial system and enhanced economic opportunities for a large
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section of the population. Government initiatives such as the Pradhan Mantri Jan Dhan Yojana (PMJDY), Direct
Benefit Transfer (DBT), Digital India, and the rapid expansion of digital payment platforms have significantly
strengthened the country's financial inclusion framework.

The analysis shows that increased access to banking services, growth in digital transactions, and greater participation of
women in formal finance have created positive outcomes for households and communities. Financial knowledge plays
an important role in enabling individuals to use available services effectively, make informed financial choices, manage
resources efficiently, and improve their financial security. These benefits extend beyond individual welfare and
contribute to broader socio-economic progress

The study also highlights the close relationship between financial literacy, economic empowerment, and sustainable
development. Improved financial capability supports poverty reduction efforts, strengthens women's economic
participation, encourages productive economic activities, and promotes more equitable access to financial resources. In
this way, financial literacy contributes to the achievement of key Sustainable Development Goals, particularly SDG 1
(No Poverty), SDG 5 (Gender Equality), SDG 8 (Decent Work and Economic Growth), and SDG 10 (Reduced
Inequalities).

Despite considerable progress, differences in awareness levels and effective utilization of financial services continue to
exist across regions and socio-economic groups. Addressing these challenges requires sustained efforts in financial
education, digital capability development, consumer protection, and outreach programmes targeted at underserved
communities.

Overall, the study concludes that financial literacy is not merely a tool for improving individual financial management
but also an important factor in strengthening economic participation and supporting inclusive development. Continued
investment in financial education and accessible financial services can further enhance economic opportunities and
contribute to India's long-term development objectives.
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