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Abstract

India’s Financial Inclusion Index (FI-Index) reached a value of 67 by March 2025, reflecting significant progress in the
accessibility, utilization, and quality of financial services. This study provides a regional analysis, accompanied by statistical
charts, tables, and visual data representations, along with a comprehensive review of recent Reserve Bank of India (RBI)
policy measures—specifically the 2025 Digital Lending Guidelines. Key insights are substantiated with references from

credible sources throughout the paper.
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Introduction

Financial inclusion involves making financial services
accessible and affordable for all population segments,
contributing critically to poverty reduction and economic
development. The FI-Index, published annually by the
Reserve Bank of India (RBI), tracks progress in banking,
insurance, pension, postal, and investment sectors (Drishti
IAS, 2025; IBEF, 2025) 1. Recent policy initiatives, such as
digital lending reforms, have strengthened consumer
protection and expanded technological access (NLIU
CBCL, 2025; Vision IAS, 2025) 1,

National and Regional Patterns in the Financial

Inclusion Index

The Financial Inclusion Index (FI-Index), jointly developed

by the Reserve Bank of India (RBI) and other regulatory

bodies, increased from 64.2 in March 2024 to 67 by March

2025 (IBEF, 2025; PIB, 2025; RBI Bulletin, 2025) 2 61, The

index is composed of three weighted dimensions:

= Access (35%)

= Usage (45%)

*  Quality (20%), covering aspects such as financial
literacy, consumer protection, and inclusiveness (The
Indian Express, 2025) 71,

Variations in the FI-Index and Its Sub-Dimensions
Regional FI-Index Variation (2025)

Table 1: Regional FI-Index Variation (2025)

Mabharashtra, and Gujarat, are at the forefront of financial
inclusion. In contrast, the North-Eastern region trails
behind, primarily due to limited banking facilities and lower
digital adoption (Department of Financial Services, 2025) 1,

RBI Financial Inclusion Index Trends

o Flindex == Usage —e= Access —s— Quality

Index Value

Year

Fig 1: Regional Distribution of FI-Index (2025)
FI-Index and Sub-Indices (2021-2025)

Table 2: FI-Index and Sub-Indices (2021-2025)

Year National FI-Index Access | Usage | Quality
2021 53.9 36 40 17.9
2024 64.2 38 46 20.2
2025 67 39.5 48 21.5

Region Index Access Usage Quality
South 74 44.0 55 24.5
West 72 43.0 53 24.0
North 65 37.0 47 19.5

East 61 34.0 44 17.0
North-East 56 29.5 39 15.5

Robust infrastructure and higher levels of digital literacy are
strongly associated with elevated regional FI-Index scores
(Department of Financial Services, 2025) [, States in
Southern and Western India, such as Kerala, Tamil Nadu,

(IBEF, 2025; the Indian Express, 2025; PIB, 2025) [>7]

The usage and quality dimensions of the FI-Index have
advanced at a faster pace than access, driven by improved
equity in service provision and the widespread uptake of
digital financial tools such as UPI and mobile banking. This
progress reflects not only the availability of financial
services but also their active utilization by a broader
population segment. Strengthened financial literacy
initiatives and enhanced consumer protection measures have
increased trust and confidence, fostering sustained
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participation in formal financial systems. Collectively, these
trends indicate a transition from simply expanding access to
achieving deeper and more meaningful financial inclusion
(PIB, 2025; The Indian Express, 2025) U],
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Fig 2: Growth of Fl-Index Sub-Indices (2021-2025)

Policy Review: Digital Lending Directions 2025

The Reserve Bank of India’s Digital Lending Guidelines
introduced updated norms to ensure consumer protection,
data security, and operational responsibility for Loan
Service Providers (LSPs) (NLIU CBCL, 2025; Lawrbit,
2025) Bl Core measures include defined cooling-off
intervals, compulsory grievance redress mechanisms,
written contractual agreements, and obligations for data
storage and retention.

Table 3: Key Provisions in RBI Digital Lending Directions

Provision Impact Source
Cooling-off period Reduced risk, increased NLIU CBCL,
consumer trust 2025 ™
Contractual Enhanced accountability, NLIU CBCL,
compliance reduced fraud 2025 ™
Grievance redressal Transparency,.improved NLIU CBCL,
protection 2025
Data privacy Security, improved system | Lawrbit, 2025
standards reputation (3]

These reforms directly contributed to improvements in FI-
Index quality scores for 2025 (NLIU CBCL, 2025; IBEF,
2025) 2.4,

Granular Impact Assessment

Significant improvements in the FI-Index have resulted
from the expansion of banking networks, implementation of
financial literacy initiatives, and the adoption of digital
technology platforms (Drishti IAS, 2025; Department of
Financial Services, 2025) ['l. However, regional inequalities
remain, emphasizing the need for focused government
outreach programs. Participation in insurance and pension
schemes has risen considerably in the southern and western
states (Drishti IAS, 2025; Department of Financial Services,
2025) 1,

Critical Evaluation

The Financial Inclusion Index serves as a policy benchmark,
identifying deficiencies and exemplary practices in regional
financial inclusion initiatives. It facilitates focused financial
literacy programs, strategic infrastructure development, and
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robust regulatory measures in areas where gaps persist
(Vision IAS, 2025; Department of Financial Services, 2025)
(L1, The impact of digital lending reforms on inclusion is
reflected in improved quality scores and a decline in
consumer grievances (NLIU CBCL, 2025) 41,

Summary and Insights

Recent policy measures by the Reserve Bank of India,
particularly the Financial Inclusion Index and the Digital
Lending Guidelines, continue to advance financial inclusion
across the country. Although challenges related to
infrastructure and financial literacy persist, ongoing policy
focus and technological innovation remain crucial for
achieving further improvements. Evidence from the 2025
FI-Index underscores the significance of enhancing both
consumer protection frameworks and digital access (Drishti
IAS, 2025; IBEF, 2025; NLIU CBCL, 2025; Department of
Financial Services, 2025) [l 241,
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