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DESCRIPTION
Evaluate the state of financial inclusion in both developed and
developing nations for the years 2011 and 2014. The study's
main objectives are to create a financial inclusion index (FII) and
investigate how it relates to the human development index. It
also emphasizes how to explain observed FII fluctuation. The
three dimension indices (availability, access, and usage), as well
as FII, have been calculated using the principal component
approach. The determinants affecting financial inclusion across
nations have been explained using a pooled OLS with clustered
standard error regression model.

The dynamics of development in a developing economy require
placing financial resources or services right at the doorsteps of
those who may reside in isolated rural areas and represent the
most disadvantaged segment of the population. According to
contemporary conceptions of development, people's prospects
for a living are dependent on their capacity to develop the skills
necessary to gain access to a productive asset base. But
ultimately, access to property and the right to a broad asset base
are made possible by financial inclusion and the provision of
financial services, which also helps to create opportunities for
generating an income. The significance of financial inclusion is
most felt in the context of a substantial portion of the world's
poor people who continue to lack proper access to financial
facilities that could improve their situation. Many people live in
rural areas of the developing nations of the world, especially in
Asia, Sub-Saharan Africa, and Latin America.

They are primarily farmers, with the majority being marginal or
small farmers. The poorest members of this group frequently
turn to the informal economy to augment their income from
farming. This group of rural small farmer’s needs financial
support to either make more investments in their agricultural
land, increase the scope of their unofficial work, or engage in
some entrepreneurial activity that would enable them expand
their reach outside the current line of work. This underserved

group of people claims to have a strong need for financial
resources that are adaptable, trustworthy, ongoing, simple to use,
and reasonable to their needs. Financial inclusion, in its
broadest sense, refers to providing everyone with fair,
transparent, equal, and reasonably priced access to finance and
financial services. Financial inclusion is described by the
Government of India's Committee on Financial Inclusion in
India as "the process of ensuring access to financial services and
timely adequate credit where needed for vulnerable groups such
as the weaker parts and low income groups at an affordable
cost." The banking industry, the post office, and non-banking
financial intermediaries make up the financial sector in the
majority of the world's developing nations, including India.
However, in the case that banking services are extended to rural
areas, a higher volume of financial transactions is made through
the official network of banking institutions.

Since the vast majority of financial services are delivered through
the network of banks, financial inclusion is essentially equated
to the extension of various banking services to various
demographic groups, including those who may reside even in the
most distant areas of the nation. Although this is viewed as a
manner of enhancing societal economic conditions, there are
several differences between this and other methods of reducing
poverty. For instance, the provision of asset building for the
underprivileged or the concentration on microcredit and
microfinance institutions is frequent examples. A variety of
banking services are provided to individuals of both sexes who
reside in both urban and rural areas, whereas microcredit or
microfinance options are centered on the extension of saving
and borrowing opportunities to only a segment of the
marginalized class of people, namely rural women.

The inability of the poor and weaker class of people to provide
sufficient collateral for loan applications, the distance between
bank branches and their homes, their difficulty in interacting
with banking employees, and their lack of literacy make it
difficult for them to create bank accounts. In light of this
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context, the degree of availability, access, and utilization of
banking facilities by all residents is meant to cover the scope of
financial inclusion. For the economy's overall growth, a well-
developed financial sector is crucial, especially one that connects
individuals to banking services. This is due to the fact that a

strong banking industry encourages people from all
socioeconomic backgrounds to save money in banks in
anticipation of future higher earnings and aids in the
development of an investment climate through easy access to
credit as well as the ability to manage one's own finances.
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