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Abstract 

 

Inclusive growth is possible only through proper mechanism which channelizes all the 

resources from top to bottom. Financial inclusion is an innovative concept which makes 

alternative techniques to promote the banking habits of the people. However for attaining the 

objectives of inclusive growth there is a need for resources, and for resource generation and 

mobilization financial inclusion is required. It plays a very crucial role in the process of 

economic growth. The present paper focuses on to understanding inclusive growth 

phenomenon its need and financial inclusion as an instrument to attain it. The research has 

been done using secondary data source. We use the data to benchmark financial inclusion-the 

share of the population that uses formal financial services in developing countries around the 

world, and to investigate the significant country and individual-level variation in use of 

formal and informal financial systems. The study also presents the extent of inclusion among 

selected countries. 
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1. Introduction 

Growth needs to be sufficiently inclusive if its benefits have to be shared among all or 

else the growth process itself shall be jeopardized and derailed. In order to achieve ‘inclusive 

growth’, both State based interventions and Market based instruments are required. However, 

an important limitation of ‘market’ as an institution is that it is ‘not wealth neutral’ and given 

this perspective, the concept of ‘Financial Inclusion’ fits in. Financial Inclusion needs to be 

seen as an instrument that would move the wealth effect towards a neutral domain. Thus, as a 

concept Financial Inclusion has the potential to contribute substantially towards ‘inclusive 

growth’. Inclusive growth as a strategy of economic development has received renewed 

attention in recent years owing to rising concerns that the benefits of economic growth have 

not been equitably shared. Empirical evidence shows that countries with large proportion of 

population excluded from the formal financial system also show higher poverty ratios and 

higher inequality. Today the term ‘bottom of the pyramid’ refers to the global poor most of 

who live in the developing countries. These large numbers of poor are required to be 

provided with much needed financial assistance in order to sail them out of their conditions 

of poverty. Accordingly, there is felt a need for policy support in channeling the financial 

resources towards the economic upliftment of resource poor in any developing economy. 

The World Bank financial access 2009 looked at financial access differences between 

developed and under-developed countries. Their findings were very distinctive. They 

discovered (obviously) that the developed European countries were better exposed to 

financial services and accounts ownership. They collected some set of indicators of financial 

access in countries around the world. Such indicators included the number of deposit 

accounts and loans, the number of deposit clients and borrowers, and the number of financial 

access points, such as branches, agents, and automated teller machines. 
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• Condition exclusion: This is when conditions are attached to products or services thereby 

making them inaccessible to some.  

•  Price exclusion: This occurs when products are available but at a price that is 

unaffordable.  

• Marketing exclusion: where sales and marketing activity is targeted on some groups, or 

areas, at the expense of others.  

• Self-exclusion: when individuals do not seek financial products and services for reasons 

including fear of failure, fear of temptation or lack of awareness.  

Kempson (2006) gave some explanations to the reasons why people are financially 

excluded. He said that these reasons could vary from country to country. He stated the 

importance of bank required identification and documents, the terms and conditions of bank 

accounts, levels of bank charges, physical access and cultural barriers in financial inclusion. 

Kempson (2006) explained that Different banks across the world have different terms 

and conditions to opening accounts with them. Such terms as amount of money to open with, 

the amount of minimum/maximum balance etc. This goes a long way to having an effect on 

the extent of financial inclusion. These different types of terms and conditions can deter or 

prevent people with low incomes to open an account.  

OFT (1999, cited in Wallace and Quilgars, 2005) stated that the fear of getting 

overdrawn and incurring high bank charges was a major discouraging factor for many people 

on low or modest incomes to obtaining an account. 

“A credit union also has an obligation to educate their members in effective and 

responsible management of money, and credit unions offer debt and money advice to their 

members alongside financial goods and services and insurance products” (Credit Unions Act 

1979, cited in Commission of Rural Communities, 2007). The absence of this will 

inevitably lead to an exclusion from financial facilities and services. 

Tagoe et al., (2006) gave several success factors as essential for a good and well 

conclusive inclusion of individuals in the utilization of financial facilities and services. 

Having access to financial services requires one to be well knowledgeable about the services 

at stake. There is a high requirement for the availability of basic banking services. 

Basu, Priya (2005) in her study stated that the strategies that were designed to 

increase access to finance for the poor have not delivered their intended outcomes. It is not 

just policies, but institutions and markets that need to be transformed so as to improve the 

efficiency of the formal rural finance sector.  

However some of findings show that the programme is not reaching the bottom poor 

people and the group loans are utilized for non-income generating activities. 
 

3. Research Methodology 

The type of research is descriptive in nature. The present study is aimed at reviewing 

the extent of financial inclusion across some developing countries of world. 

 

3.1 Objectives of the study: 

• To understand how financial inclusion act as an instrument to attain inclusive growth. 

• To know the extent of financial inclusion in selected developing countries. 

• To ascertain India’s position among selected countries in terms of financial inclusion. 
 

3.2 Scope of the Study: 

The study is confined to developing economies like India, China, Sri Lanka, South 

Africa, Russian Federation and Brazil. However, some of the facts and figures presented in 

the study give the picture of global scenario. 
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Sri Lanka as can be seen from the table. For India the figure is 11.4 branches per lakh persons 

which is less than the median. Thus, in terms of geographical penetration (branches per 1000 

sq. km.), India fares much better than the demographic penetration in terms of access. 

 

Conclusion 

The problem of financial exclusion is not exclusive to the developing world. The 

developed countries too have been affected by it and many poor and disadvantaged people in 

the world still lack access to financial services. However, the type, degree and magnitude 

differ between the two worlds. Therefore, emphasis has been on empowerment of the 

disadvantaged groups for access to public goods and services including banking services in 

the developed countries. For achieving the current policy stance of “inclusive growth” the 

focus on financial inclusion is not only essential but a pre-requisite. And for achieving 

comprehensive financial inclusion, the first step is to achieve credit inclusion for the 

disadvantaged and vulnerable sections of our society. It may be observed that even in the 

developed countries, the State has accepted financial inclusion as an important measure for 

the empowerment of poor and disadvantaged sections of the society. In conclusion it can be 

said that financial inclusion has picked up in developing economies in the last few years but 

still it is far from adequate. Banks need to create awareness amongst people through various 

means of mass communication like television channels etc. and also various financial literacy 

programmes can be carried out to reach the unreached populace in order to achieve 

sustainable growth of a country. 
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