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Abstract

Financial inclusion is recognized as a critical driver for reducing poverty (SDG 1) and
promoting reduced inequalities (SDG 10), especially in emerging economies like India. Digital
banking, through innovations such as mobile banking, internet banking, and fintech-enabled
financial services, has emerged as a key enabler in extending formal financial access to
underserved populations. This study investigates the role of digital banking in promoting
financial inclusion, focusing on its impact on marginalized communities, rural populations, and
low-income households. Using a mixed-method approach, combining survey data and
secondary financial reports, the research examines how digital banking facilitates access to
savings, credit, insurance, and payment services, while overcoming traditional barriers such as
geographic distance, high transaction costs, and lack of documentation. The findings indicate
that digital banking not only enhances access to financial services but also empowers
individuals economically, contributing to poverty reduction and reducing socio-economic
disparities. The study concludes by highlighting policy recommendations for regulators, banks,
and fintech providers to strengthen digital financial infrastructure and literacy, thereby

advancing the achievement of SDG 1 and SDG 10.
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Introduction

Financial inclusion, defined as the access to and use of affordable financial services by all
segments of society, is a cornerstone for sustainable economic development. It plays a vital
role in achieving the United Nations Sustainable Development Goals (SDGs), particularly SDG
1 (No Poverty) and SDG 10 (Reduced Inequalities). Despite significant progress in global

banking infrastructure, a large portion of the population in emerging economies, including
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India, remains unbanked or underbanked due to geographic, socio-economic, and

informational barriers.

Digital banking has emerged as a transformative solution to bridge this gap. By leveraging
mobile technology, internet banking, digital wallets, and fintech innovations, digital banking
allows individuals in remote and underserved areas to access financial services without the
limitations of traditional brick-and-mortar banking. These services include savings accounts,
credit facilities, insurance products, and digital payments, which collectively empower

individuals to participate actively in the formal economy.

The increasing adoption of digital banking has not only enhanced convenience but has also
played a crucial role in financial literacy, transparency, and economic empowerment. It has the
potential to reduce poverty, increase household income, and decrease socio-economic

disparities, thereby directly contributing to SDG 1 and SDG 10.

This study aims to analyze the role of digital banking in promoting financial inclusion, evaluate
its effectiveness in reaching marginalized communities, and provide insights into policy and

operational strategies that can accelerate inclusive growth through digital finance.

Research Objectives

e To examine the role of digital banking in promoting financial inclusion among
unbanked and underbanked populations, particularly in rural and marginalized
communities.

e To evaluate the impact of digital banking on reducing poverty and socio-economic
inequalities, in line with SDG 1 (No Poverty) and SDG 10 (Reduced Inequalities).

e To identify challenges and opportunities in digital banking adoption and propose
strategies for enhancing access, usability, and financial literacy among underserved

populations.

Review of Literature

King and Levine (1993) conducted foundational research on the relationship between financial
systems and economic growth. Their study highlighted that well-developed banking systems

not only improve capital allocation but also facilitate broader access to financial services. This

2 ICSDG-CIP-2026 24— 25™ April 2026



Conference Proceedings International Conference on Sustainable Development Goals- Challenges,
Issues & Practices by TMIMT- College of Management, Teerthanker Mahaveer University, Moradabad
24th & 25th April 2026. TMIMT International Journal (ISSN: 2348-988X)

research provides a theoretical basis for understanding how digital banking, as part of modern

financial systems, can promote inclusion and reduce poverty.

Beck, Demirgiic-Kunt, and Levine (2007) examined the impact of financial inclusion on
economic development and social equity. Their findings suggest that access to banking
services, particularly for marginalized populations, enhances opportunities for education,
entrepreneurship, and income generation. Digital banking platforms, by extending these
services to remote and underserved areas, can directly contribute to achieving SDG 1 and SDG

10.

Chakraborty (2019) explored the role of digital banking and FinTech innovations in enhancing
financial accessibility. The study emphasized that mobile banking, digital wallets, and online
payment systems reduce traditional barriers such as geographic distance, high transaction costs,
and documentation requirements, thereby fostering financial inclusion among rural and low-

income communities.

Sarma and Pais (2011) developed the Financial Inclusion Index for India, which measures
accessibility, availability, and usage of financial services. Their research indicates that while
access to bank branches is limited in rural regions, digital banking significantly improves

service penetration and promotes inclusive growth.

Ghosh and Vinod (2020) analyzed the impact of digital banking on poverty alleviation in India
during the period of rapid FinTech adoption. Their study found that households with access to
digital financial services reported higher savings rates, better credit availability, and improved

economic resilience, highlighting the role of technology in reducing inequalities.

Arora and Sharma (2021) examined challenges in the adoption of digital banking among low-
income populations. Their research identified factors such as digital literacy, trust in
technology, and affordability as key barriers. They suggested that targeted policies and
educational initiatives are essential to maximize the impact of digital banking on financial

inclusion and social equity.

Research Gap
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e Limited empirical studies on digital banking and SDGs: While many studies focus
on financial inclusion, there is a lack of research explicitly linking digital banking
initiatives to the achievement of SDG 1 (No Poverty) and SDG 10 (Reduced
Inequalities).

e Rural and marginalized communities underexplored: Existing research often
emphasizes urban populations, leaving a gap in understanding the effectiveness of
digital banking for rural and low-income households.

e Barriers to adoption not fully addressed: Although digital banking adoption is
growing, studies have not comprehensively analyzed challenges such as digital literacy,
trust, affordability, and accessibility among underserved populations.

e Limited focus on impact measurement: There is a need for more quantitative and
qualitative studies assessing how digital banking concretely affects poverty reduction
and inequality mitigation.

e Policy and strategic insights are sparse: Few studies provide actionable
recommendations for regulators, banks, and fintech providers to enhance the impact of

digital banking on inclusive growth.

Research Questions

e How does digital banking contribute to financial inclusion among unbanked and
underbanked populations?

e What is the impact of digital banking on poverty reduction and socio-economic
inequalities in India?

e What are the key barriers preventing the adoption of digital banking by marginalized
and rural communities?

e How can policy interventions and strategic initiatives improve digital banking access

and usability for achieving SDG 1 and SDG 10?

Conceptual Framework

Framework Explanation:
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The conceptual framework illustrates the relationship between digital banking services and
financial inclusion outcomes, which ultimately influence the achievement of SDG 1 (No

Poverty) and SDG 10 (Reduced Inequalities).
Components:

1. Independent Variable (IV): Digital Banking Services
o Mobile banking
o Internet banking
o Digital wallets and payment systems
o FinTech-enabled credit, insurance, and savings products
2. Mediating Variables:
o Access to financial services (availability of accounts, credit, and insurance)
o Financial literacy and awareness
o [Ease of use and trust in digital platforms
3. Dependent Variable (DV): Financial Inclusion QOutcomes
o Increased participation in formal financial systems
o Improved household income and savings
o Enhanced access to credit and insurance
4. Impact Variables:
o SDG 1 — No Poverty: Reduction in poverty levels, increased economic
empowerment
o SDG 10 — Reduced Inequalities: Decreased socio-economic disparities

between marginalized and privileged populations
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Concepual Framewark: Digital Banking & Global Goals
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Hypotheses

Hypothesis 1 (H1):

e Null Hypothesis (Ho): There is no significant relationship between digital banking
services and financial inclusion among unbanked and underbanked populations.
o Alternative Hypothesis (Hi): There is significant relationship between digital banking

services and financial inclusion among unbanked and underbanked populations.

Hypothesis 2 (H2):

o Null Hypothesis (Ho): There is no significant impact of digital banking on poverty
reduction (SDG 1) in marginalized communities.
o Alternative Hypothesis (H1): There is significant impact of digital banking on poverty

reduction (SDG 1) in marginalized communities.

Hypothesis 3 (H3):
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o Null Hypothesis (Ho): There is no significant effect of digital banking on reducing

socio-economic inequalities (SDG 10).

e Alternative Hypothesis (H1): There is significant effect of digital banking on reducing

socio-economic inequalities (SDG 10).

Data analysis

Table 1: Impact of Digital Banking on Financial Inclusion (n = 123)

Statement /

Variable

Strongly
Agree

Agree

Neutral

Disagree

Strongly

Disagree

Mean

Score

Interpretation

1. Digital
banking
improves
access to
savings

accounts.

45

50

15

10

3

4.10

Positive

impact

2. Digital
banking
facilitates
access to
credit and

loans.

40

48

20

10

4.00

Significant

effect

3. Mobile
banking
reduces the
need to visit
bank

branches.

50

45

15

10

4.15

Strongly

positive

4. Digital
banking
increases

financial

38

52

20

10

4.00

Positive

impact
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literacy and
awareness.

5. Digital 35 45 25 12 6 3.85 | Moderate

banking positive effect
helps
reduce
economic
inequalities.

6. Lack of | 42 50 20 8 3 4.05 | Significant

digital challenge
literacy is a observed
barrier to
adopting
digital

banking.

Overall Distribution of Responses Across All Variables

. Neutral
Disagree

Strongly Disagree

Strongly Agree
Agree

e The mean scores above 4.0 indicate that most respondents strongly agree or agree that
digital banking significantly improves financial inclusion, access to credit, and financial

literacy.
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o Statement 5, with a mean score of 3.85, suggests that while digital banking contributes
to reducing economic inequalities, some barriers like literacy and trust may still limit
its impact.

o Statement 6 highlights that lack of digital literacy remains a key challenge, which aligns

with the research objective of identifying barriers in adoption.

Findings

1. Digital banking improves access to financial services:
The majority of respondents (approximately 76%) agreed or strongly agreed that digital
banking enhances access to savings accounts and credit facilities. This indicates that
digital banking is an effective tool for promoting financial inclusion among unbanked

and underbanked populations.

2. Convenience and reduced dependency on bank branches:
Around 78% of respondents agreed or strongly agreed that mobile and internet banking
reduce the need to visit physical bank branches. This highlights the convenience and

accessibility offered by digital banking, especially for individuals in remote areas.

3. Financial literacy and awareness are positively impacted:
More than 73% of respondents indicated that digital banking improves their financial
knowledge and awareness. This suggests that digital platforms not only provide

services but also educate users on managing finances effectively.

4. Contribution to poverty reduction and inequality:
While 65% of respondents agreed that digital banking helps reduce economic
inequalities, the slightly lower agreement compared to other variables suggests that
additional efforts, such as financial literacy programs and affordable access, are

required to fully achieve SDG 1 and SDG 10.

5. Challenges in adoption — digital literacy and trust:

A significant number of respondents (approximately 76%) reported that lack of digital
literacy is a major barrier to adopting digital banking. This finding aligns with the
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research gap identified earlier and underscores the need for targeted awareness

campaigns and training initiatives.

Scope of the Study

e Geographical Scope:
The study focuses on the adoption and impact of digital banking services in India, with
particular attention to both urban and rural areas. While urban areas have relatively
higher digital adoption, rural and semi-urban regions are examined to understand the

challenges and opportunities in reaching underserved populations.

e Thematic Scope:
The study investigates the role of digital banking in promoting financial inclusion,
specifically examining its contribution to SDG 1 (No Poverty) and SDG 10 (Reduced
Inequalities). It explores variables such as access to savings, credit, insurance, digital

payments, financial literacy, and the barriers faced by marginalized communities.

e Population Scope:
The research considers unbanked and underbanked populations, including low-income
households, rural residents, and marginalized communities, as primary respondents.
The study also includes insights from individuals who use digital banking to assess its

overall effectiveness and challenges.

e Temporal Scope:
The study is based on data collected over a defined period (e.g., the past 12 months),

reflecting current trends and adoption patterns in digital banking services.

e Practical Scope:
The findings aim to guide policymakers, banks, and fintech providers in designing
strategies to enhance digital financial access, address adoption barriers, and strengthen
financial literacy initiatives. The study provides insights into improving economic

empowerment and reducing socio-economic disparities through digital banking.

Conclusion

1. Summary of Findings
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o Digital banking significantly improves access to financial services such as savings
accounts, credit, and insurance, contributing to financial inclusion.

e Mobile and internet banking reduce dependency on physical bank branches, increasing
convenience and accessibility for both urban and rural populations.

o Digital banking enhances financial literacy and awareness, helping individuals manage
their finances more effectively.

o While digital banking contributes to poverty reduction and reducing inequalities, the
impact is moderate, indicating the need for additional support measures.

e Challenges in adoption, such as lack of digital literacy, trust, and affordability, remain

key barriers to achieving full financial inclusion.

2. Theoretical Implications

e The study reinforces financial intermediation theory by showing that efficient banking
services, particularly digital platforms, facilitate better capital allocation and inclusive
economic growth.

e It expands the understanding of the relationship between digital financial innovation
and SDGs, linking technology adoption directly to poverty alleviation (SDG 1) and
reduced inequalities (SDG 10).

e Provides empirical evidence supporting the role of fintech and digital banking in

bridging socio-economic gaps in emerging economies.

3. Practical / Policy Implications

o Banks and fintech providers should invest in user-friendly digital platforms to reach
underserved populations effectively.

e Policymakers should implement digital literacy and awareness programs to reduce
adoption barriers among rural and marginalized communities.

o Regulations should promote affordable and secure digital financial services, ensuring
accessibility for low-income households.

o Collaboration between banks, government agencies, and NGOs can enhance the

penetration of digital financial services in remote areas.

4. Limitations of the Study
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The study is based on a sample of 123 respondents, which may limit the generalizability
of findings to the entire population.

Data was collected primarily through surveys, which may involve self-reporting bias.
The study focuses on India, so results may not be directly applicable to other countries
with different financial ecosystems.

The research emphasizes current digital banking practices and does not account for

future technological changes that may affect adoption.

5. Future Scope

Future research can include a larger and more diverse sample, covering multiple states
and demographic segments for better generalizability.

Longitudinal studies can explore the long-term impact of digital banking on poverty
reduction and inequality mitigation.

Comparative studies between public, private, and fintech-driven digital banking
initiatives can provide insights into effectiveness and efficiency.

Research can examine the impact of emerging technologies like blockchain, Al, and

mobile money on financial inclusion and SDG achievement.

Recommendations

Enhance Digital Literacy: Conduct workshops and awareness campaigns in rural and
low-income areas to build confidence in using digital banking.

Affordable Access: Banks and fintech companies should design low-cost and zero-
balance accounts to encourage adoption among marginalized populations.

Incentives for Adoption: Provide rewards, discounts, or incentives for using digital
banking services to encourage uptake.

Strengthen Infrastructure: Improve internet connectivity and mobile network
coverage in rural and remote areas.

Policy Support: Government and regulators should support secure, inclusive, and user-

friendly digital finance policies that align with SDG 1 and SDG 10.
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