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2. Al-Powered Financial Inclusion - Economy

India’'s financial inclusion journey is undergoing a paradigm shift, driven by the convergence of a
strong Digital Public Infrastructure and Artificial Intelligence.

1.Background
Financial inclusion, defined by the World Bank as ensuring individuals and businesses have
access to useful and affordable financial products and services that meet their needs—transactions,
payments, savings, credit and insurance—delivered in a responsible and sustainable way, has been a
critical development priority for India given that significant portions of the population historically lacked
access to formal banking services. Post-independence, financial inclusion efforts focused primarily on
nationalization of banks in 1969, establishment of regional rural banks, priority sector lending mandates,
and expansion of bank branch networks into rural areas, achieving some success but facing persistent
challenges of high operational costs, poor last-mile connectivity, and limited customer engagement
particularly among marginalized communities. The 1990s economic liberalization introduced
technology-driven banking innovations but also widened urban-rural disparities as banks concentrated
on profitable urban markets. Recognizing these gaps, the Reserve Bank of India launched a Financial
Inclusion Index in 2021 to track progress in ensuring access to financial services, timely and adequate
credit for vulnerable groups such as weaker sections and low-income groups at affordable cost. The
transformative shift began with the 2014 Pradhan Mantri Jan Dhan Yojana opening over 52 crore bank
accounts, followed by rollout of Aadhaar biometric identification system reaching 144 crore registrations,
and mobile connectivity expansion exceeding 138 crore connections creating the JAM Trinity—Jan Dhan-
Aadhaar-Mobile—which became foundational convergence enabling direct benefit transfers,
eliminating intermediaries, and ensuring transparent welfare delivery. The Unified Payments Interface
launched in 2016 revolutionized digital payments enabling instant money transfers between bank
accounts via mobile platforms, processing over 10 billion transactions monthly by 2023 making India a
global leader in real-time payment systems. However, despite these infrastructure achievements,
challenges persisted including digital divide limiting smartphone and internet access particularly in rural
areas, low financial literacy with national levels at only 62.6% according to 2023 data, trust deficit due to
rising cybercrime which increased 24.4% between 2021-22, infrastructure deficits in remote regions, and
gender disparities where women's bank account ownership improved but actual usage remained
constrained by social and cultural factors. The convergence of robust Digital Public Infrastructure with
Artificial Intelligence capabilities offers unprecedented opportunities to address these persistent
challenges through personalized financial services, alternative credit scoring for individuals without
traditional credit histories, fraud detection and prevention, vernacular language interfaces breaking
literacy barriers, and predictive analytics enabling proactive financial planning support for vulnerable
populations transforming financial inclusion from mere account opening to active financial participation
and empowerment.
2.India’s Digital Foundation for Financial Inclusion
JAM Trinity (Jan Dhan-Aadhaar-Mobile)
1. JAMis a foundational convergence of universal bank accounts, biometric identity, and mobile
connectivity creating infrastructure for inclusive financial services delivery.
2. Pradhan Mantri Jan Dhan Yojana opened over 52 crore bank accounts bringing previously unbanked
populations into formal financial system.
3. Aadhaar provides unique biometric identification to over 144 crore residents enabling authentication
and reducing identity fraud.
4. Mobile connectivity exceeding 138 crore connections ensures widespread access to digital financial
services even in remote areas.
Direct Benefit Transfer (DBT)
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4.

Under the DBT system, government subsidies and welfare benefits are directly transferred into the
bank accounts of beneficiaries.

This mechanism enhances transparency by removing intermediaries who previously siphoned funds
meant for welfare recipients.

Over 231 lakh crore has been transferred directly to beneficiaries eliminating leakages and ensuring
timely receipt of entitlements.

DBT has saved government over 23 lakh crore by eliminating ghost beneficiaries and duplicate
accounts.

Unified Payments Interface (UPI)

1.

4.

UPI is a real-time payment system that allows for instant money transfers between any two bank
accounts via a mobile platform.

It processes over 10 billion transactions monthly making India global leader in real-time digital
payments.

UPI enables peer-to-peer payments, merchant transactions, bill payments, and recurring payments
through simple mobile interface.

International expansion of UPI to countries like UAE, Singapore, and France is promoting India’s digital
payment ecosystem globally.

Atal Pension Yojana (APY)

1.

Launched in 2015, APY provides social security to unorganized sector workers ensuring pension
coverage for vulnerable populations.

APY is regulated by the Pension Fund Regulatory and Development Authority functioning under the
National Pension System framework.

Subscribers receive guaranteed pension between 21,000 to 25,000 per month based on contribution
amount and age of joining.

Over 6 crore subscribers enrolled demonstrating success in extending social security to informal
sector workers.

3.Integration of Al in Financial Services
MuleHunter.Al

1.

2.

3.

4.

Launched in 2024 by the Reserve Bank Innovation Hub, MuleHunter.Al is an advanced Al-powered tool
designed to identify and mitigate "mule” bank accounts used in cybercrimes.

Mule accounts are bank accounts that criminals use to receive and transfer stolen money, making
fraud detection difficult.

The Al system analyses transaction patterns, behavioural anomalies, and network connections
identifying suspicious accounts with high accuracy.

Early detection of mule accounts prevents financial fraud, protects innocent account holders from
unknowingly becoming accomplices, and disrupts cybercrime networks.

Al-Based Language Technologies

1.

2.

3.

4.

Digital India BHASHINI Division and Reserve Bank of India signed a Memorandum of Understanding in
2026 to integrate Al-based language technologies into banking and financial services.

BHASHINI provides real-time translation and voice interfaces in multiple Indian languages breaking
language barriers for non-English speakers.

Al-powered chatbots and voice assistants provide customer support in vernacular languages
improving accessibility for rural and semi-literate populations.

Multilingual interfaces enable financial literacy content delivery, transaction assistance, and
grievance redressal in regional languages.

Digital ShramSetu

1.

Digital ShramSetu is a proposed initiative designed to empower India’'s 490 million informal workers
by leveraging Artificial Intelligence, blockchain, and immersive learning.
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2. It aims to bridge digital divides, enhance productivity, and provide social protection to workers in the
informal economy through a dedicated national ecosystem.

3. Al-powered skill matching connects informal workers with employment opportunities matching their
capabilities and location.

4. Blockchain-based work records create verifiable employment histories enabling informal workers to
access credit and social security benefits.

Al-Based Credit Scoring

1. For individuals without a CIBIL score, Al-based lending systems use digital transaction patterns and
behavioural data to evaluate financial reliability.

2. Traditional credit scoring relies on formal credit history excluding millions who lack previous loans or
credit cards.

3. Al analyses UPI transactions, mobile recharge patterns, utility bill payments, and digital footprints
creating alternative creditworthiness assessments.

4. Unified Lending Interface developed by Reserve Bank of India as a Digital Public Infrastructure
enables frictionless and inclusive credit delivery by aggregating financial information from multiple
sources for lenders to evaluate quickly.

4.Challenges to Financial Inclusion

Digital Divide

1. Many rural populations lack access to smartphones or the internet, restricting access to digital
financial services that require connectivity.

2. Only 40% of rural households have internet access compared to 90% in urban areas creating
significant barriers.

3. Affordability of smartphones and data plans remains prohibitive for low-income families.

4. Digital literacy gaps prevent effective utilization of available digital financial services even when
infrastructure exists.

Low Financial Literacy

1. Lack of awareness about formal financial products and schemes hampers their adoption among
target beneficiaries.

2. Overall national financial literacy stands at only 62.6% according to 2023 data, with significantly
lower rates in rural areas and among women.

3. Complex product features, technical jargon, and lack of vernacular content create barriers to
understanding.

4. Insufficient financial education in schools and limited awareness campaigns leave populations
vulnerable to exploitation.

Trust Deficit

1. Fear of fraud, complex procedures, and prior bad experiences discourage first-time users from
participating in formal finance.

2. Cybercrime reports increased 24.4% between 2021-22 according to NCRB data, indicating rising
digital fraud creating fear among potential users.

3. Phishing attacks, fake loan apps, and unauthorized transactions erode confidence in digital financial
systems.

4. Lack of adequate consumer protection mechanisms and slow grievance redressal compound trust
issues.

Infrastructure Deficit

1. Inadequate banking infrastructure including ATMs and branches in remote areas reduces outreach
to underserved populations.

2. Unreliable electricity supply and internet connectivity in rural regions hampers digital financial
service delivery.
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3. Maintenance of point-of-sale terminals and business correspondent operations faces sustainability
challenges.

4. Geographic barriers in hilly, forest, and island regions make physical infrastructure deployment
costly.

Gender Disparity

1. Although bank account ownership among women has improved, actual usage remains low due to
social and cultural constraints.

2. Women face restrictions on financial decision-making within households limiting their banking
activity.

3. Lower financial literacy among women compared to men creates dependency on male family
members.

4. Safety concerns, mobility restrictions, and lack of women-friendly banking environments discourage
active participation.

5.Way Forward

Strengthen Digital Literacy

1. Expand awareness and digital training programmes for rural and vulnerable populations through
community-based workshops, mobile training vans, and partnerships with local institutions, while
developing simplified user interfaces and vernacular content making digital financial services
accessible to semi-literate users, and leveraging self-help groups and community leaders as digital
literacy champions.

Ensure Data Protection

1. Implement robust safeguards for consent-based and secure data sharing preventing misuse of
personal information, while establishing clear regulations governing Al algorithms used in financial
services ensuring transparency and accountability, and creating strong consumer protection
frameworks including quick grievance redressal mechanisms and compensation for fraud victims.

Develop Inclusive Al Models

1. Develop transparent and unbiased Al algorithms for equitable financial access avoiding
discrimination based on gender, caste, religion, or geography, while ensuring Al-based credit scoring
models are validated for fairness and do not perpetuate historical biases, and creating regulatory
sandboxes for testing innovative Al-powered financial inclusion solutions before large-scale
deployment.

Expand DPI Infrastructure

1. Improve digital connectivity through expanded broadband networks, satellite internet, and 5G
coverage in rural areas, while strengthening last-mile financial infrastructure including business
correspondent networks, banking kiosks, and micro-ATMs ensuring physical access points
supplement digital channels, and investing in resilient infrastructure with backup power and
redundant connectivity.

Strengthen Regulatory Oversight

1. Enhance cybersecurity frameworks protecting digital financial systems from emerging threats
through regular security audits and penetration testing, while developing Al governance standards
ensuring ethical use of artificial intelligence in financial services, and coordinating among RBI, SEBI,
IRDAI, and other regulators for comprehensive oversight of technology-driven financial inclusion
initiatives.

Conclusion

India’'s financial inclusion journey driven by convergence of Digital Public Infrastructure and

Artificial Intelligence builds on strong foundation of JAM Trinity (Jan Dhan-Aadhaar-Mobile) providing

universal bank accounts, biometric identity, and mobile connectivity, Direct Benefit Transfer eliminating

intermediaries and ensuring transparent welfare delivery, Unified Payments Interface processing over 10
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billion transactions monthly, and Atal Pension Yojana extending social security to unorganized sector
workers. Al integration includes MuleHunter.Al launched 2024 identifying mule accounts used in
cybercrimes, Al-based language technologies through BHASHINI Division-RBI MoU 2026 providing
vernacular interfaces, Digital ShramSetu proposed for empowering 490 million informal workers, and Al-
based credit scoring using digital transaction patterns for individuals without CIBIL scores through
Unified Lending Interface. Challenges include digital divide limiting smartphone and internet access
particularly in rural areas, low financial literacy at 62.6% nationally, trust deficit with cybercrime
increasing 24.4% between 2021-22, infrastructure deficits in remote regions, and gender disparities
despite improved account ownership. Advancing financial inclusion requires strengthening digital
literacy through community-based training, ensuring data protection with robust safeguardes,
developing inclusive Al models avoiding discrimination, expanding DPI infrastructure improving
connectivity, and strengthening regulatory oversight with enhanced cybersecurity frameworks.
Source - https -//www.nextias.com/ca/current-affairs/14-05-2026/ ai-fintech-india
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