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Abstract: 

This paper explores the crucial role of commercial banks in promoting financial inclusion and 

entrepreneurial development, with a focus on the Indian economic landscape. It begins by defining 

financial inclusion and highlighting the importance of ensuring access to financial services for 

marginalized groups. The study outlines the research objectives, including assessing the current 

landscape of financial inclusion, analyzing banking practices, and proposing strategies for improvement. 

A review of the literature synthesizes recent scholarly research on the role of commercial banks in 

driving financial inclusion and supporting entrepreneurship. The paper then examines the phased 

evolution of financial inclusion in India, highlighting the initiatives and practices of commercial banks 

aimed at expanding access to finance. It discusses challenges such as last-mile connectivity and the 

digital divide, as well as opportunities presented by fintech solutions and partnerships. The conclusion 

emphasizes the importance of embracing innovation, strengthening partnerships, prioritizing financial 

literacy, advocating for policy reforms, and monitoring impact to advance financial inclusion and 

entrepreneurial development. Suggestions for stakeholders to collaborate in achieving these objectives 

are provided. Overall, the study underscores the transformative potential of commercial banks in 

fostering inclusive growth and economic empowerment in India and beyond. 
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1.  Introduction 

In the economic landscape of nations like India, commercial banks serve as the bedrock of financial 

inclusivity and entrepreneurial advancement. While significant strides have been made in recent years, a 

considerable segment of the population, particularly vulnerable groups such as the weaker sections and 

low-income individuals, still find themselves excluded from the basic opportunities and services offered 

by the financial sector. Recognizing this disparity, efforts have been underway to address financial 

exclusion comprehensively, viewing it not merely as a social responsibility but also as a viable business 

proposition for both governments and banking institutions.  

The concept of financial inclusion, as articulated by the Rangarajan Committee in 2008, encapsulates the 

process of ensuring access to financial services and timely credit, especially for marginalized groups, at 

an affordable cost. These services encompass a broad spectrum, including savings, loans, and insurance, 
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credit, and payment facilities. Historically, the focus has predominantly centered on delivering credit, 

particularly through microfinance initiatives, which have demonstrated notable success in uplifting 

individuals from poverty. However, there remains a pressing need to extend similar success across other 

facets of financial services. Recognizing the imperative for greater inclusivity, policymakers have urged 

banks to reassess their practices to align with the objective of financial inclusion(Tegene, 2012). A 

pivotal step in this direction has been the introduction of basic banking accounts, often termed 'no-frills' 

accounts, characterized by negligible or minimal balance requirements and charges. Though 

transactional limitations may exist, they are transparently communicated to customers, ensuring 

accessibility to a broader demographic. Moreover, widespread publicity campaigns have been advocated 

to raise awareness about these accounts, emphasizing their features and charges through local media 

channels(Wellalage et al., 2021). In essence, commercial banks play a pivotal role in facilitating 

financial inclusion and fostering entrepreneurial development. By extending a comprehensive suite of 

financial services to all strata of society, especially the marginalized, banks contribute not only to 

economic empowerment but also to broader socio-economic progress.  

 

1.1 Significance of the Study 

The study on commercial banks' role in financial inclusion and entrepreneurial development holds 

profound significance in several aspects: 

• Economic Empowerment: Understanding the mechanisms through which commercial banks 

facilitate financial inclusion provides insights into how individuals, particularly those from 

vulnerable groups, can be economically empowered. By elucidating the role of banking services in 

providing access to credit, savings, insurance, and other financial tools, the study sheds light on 

pathways for poverty alleviation and wealth creation. 

• Socio-economic Equality: Examining the extent to which commercial banks address financial 

exclusion highlights their contribution to reducing socio-economic disparities. Through targeted 

initiatives aimed at serving marginalized communities, banks can play a pivotal role in fostering 

greater equality of opportunity, thus promoting social cohesion and stability. 

• Entrepreneurial Ecosystem: By exploring how commercial banks support entrepreneurial 

development, the study elucidates the crucial link between access to finance and entrepreneurship. 

Understanding the challenges faced by aspiring entrepreneurs, particularly those from underserved 

communities, can inform policy interventions and bank strategies aimed at nurturing a vibrant 

entrepreneurial ecosystem. 

• Policy Implications: Insights gleaned from the study can inform policy formulation and regulatory 

interventions aimed at promoting financial inclusion. By identifying barriers to access and success 

factors, policymakers can design targeted initiatives to incentivize banks to broaden their outreach 

and tailor their services to meet the needs of diverse customer segments. 

• Business Opportunities: Recognizing financial inclusion as a viable business proposition 

underscores the potential for banks to tap into new markets and customer segments. By expanding 

their customer base and product offerings, banks can unlock new revenue streams while 

simultaneously fulfilling their social responsibility objectives. 

• Global Relevance: The study's findings have implications beyond India's borders, resonating with 

countries worldwide grappling with similar financial exclusion and inequality challenges. Lessons 
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learned from India's experience can inform global efforts to promote inclusive growth and 

sustainable development. 

The study on the role of commercial banks in financial inclusion and entrepreneurial development holds 

significance not only for academia but also for policymakers, financial institutions, entrepreneurs, and 

society at large. By illuminating pathways for greater inclusivity and prosperity, the study contributes to 

the advancement of both economic theory and practical interventions aimed at building more resilient 

and equitable financial systems 

 

2.  Review of Literature 

Financial inclusion and entrepreneurial development are critical components of economic growth, 

particularly in emerging economies like India. Commercial banks play a pivotal role in advancing these 

objectives through their diverse range of financial services and initiatives. This literature review 

synthesizes recent scholarly research that explores the multifaceted role of commercial banks in 

promoting financial inclusion and fostering entrepreneurial development. 

• Subbarao (2009) provide empirical evidence from India, emphasizing the positive impact of 

financial inclusion on economic development. Their study underscores how access to financial 

services through commercial banks stimulates investment, entrepreneurship, and overall economic 

growth, particularly among marginalized communities.  

• Garg and Agarwal (2014) delve into the transformative potential of financial technology (fintech) 

in advancing financial inclusion globally. They highlight how commercial banks can leverage 

fintech solutions to reach underserved populations more effectively. By reducing barriers to entry 

and transaction costs, fintech innovations enhance the accessibility and efficiency of financial 

services, thereby facilitating greater inclusion and empowerment.  

• Rahaman (2014) contribute insights into the relationship between access to finance and 

entrepreneurial performance. Their research examines credit demand elasticities in less-developed 

economies, providing insights into the effectiveness of microfinance interventions in promoting 

entrepreneurship.  

• Agaba and Christine (2023) investigate how access to various financial services influences the 

growth and resilience of small businesses in emerging markets, highlighting the critical role of 

commercial banks in enabling entrepreneurial activity.  

• Manjula and Bhatnagar (2019) review evidence from randomized controlled trials (RCTs) on the 

impact of financial inclusion interventions on poverty alleviation. Their analysis underscores the 

effectiveness of various financial services, such as microcredit and savings, in improving household 

welfare and reducing vulnerability to economic shocks. Commercial banks, through tailored 

financial products and inclusive lending practices, can effectively contribute to poverty reduction 

and sustainable development goals.  

• Nwankwo and Ogbodo (2017) provide a comprehensive review of empirical evidence on the 

relationship between banking sector development and economic growth. Their analysis highlights 

the importance of well-functioning banking systems, including commercial banks, in facilitating 

capital allocation, promoting entrepreneurship, and fostering long-term economic development. 

• Niaz and Azeem (2021) conduct a meta-analysis examining the relationship between microfinance 

and entrepreneurial development. Their study synthesizes existing research findings and provides 
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insights into the effectiveness of microfinance interventions in fostering entrepreneurship and 

economic empowerment among marginalized communities. 

• The literature reviewed underscores the indispensable role of commercial banks in driving financial 

inclusion and entrepreneurial development. By expanding access to financial services, embracing 

fintech innovations, and supporting small businesses, commercial banks can catalyze economic 

growth, reduce inequality, and foster inclusive prosperity in emerging economies like India. Further 

research is warranted to explore the effectiveness of specific banking interventions and strategies for 

addressing the diverse needs of underserved communities and promoting inclusive development. 

 

3. Research Objective and Methodology 

3.1 Research Objective (RO) 

The primary objective of this research is to comprehensively investigate the role of commercial banks in 

promoting financial inclusion and fostering entrepreneurial development in the context of the Indian 

economy. Specifically, the study aims to achieve the following research objectives: 

• RO1: (Assess the Current Landscape) Evaluate the current status of financial inclusion in India, 

focusing on the accessibility of banking services to vulnerable groups like the weaker sections and 

low-income individuals. This involves examining the extent of access to various financial products 

and services. 

• RO2: (Analyze Banking Practices) Investigate commercial banks' practices in providing financial 

services to underserved communities. This includes analyzing the effectiveness of initiatives such as 

'no-frills' accounts and assessing the alignment of banking practices with the goal of promoting 

financial inclusion. 

• RO3: (Propose Strategies for Improvement) Based on assessment of current practices and identified 

challenges, propose actionable strategies for enhancing the role of commercial banks in promoting 

financial inclusion and supporting entrepreneurial development. This involves suggesting policy 

reforms, innovative approaches, and capacity-building measures to address existing barriers and 

improve outcomes in financial inclusion and entrepreneurship.  

 

3.2 Methodology  

The methodology employed in this study involved conducting a literature review. This method entailed 

gathering data from various sources, including scientific journals, books, online resources, and other 

scholarly literature related to the research topic. The process included citing and analyzing theories and 

findings from multiple authors worldwide. The researchers reviewed and assessed the collected literature 

to fulfill the aims and objectives of the research, providing critical insights and analysis of the research 

outcomes. 

 

4. Phases of Financial Inclusion 

• 1950-70: Consolidation of the banking sector and facilitation of Industry and Trade: During 

this phase, the consolidation of the banking sector laid the foundation for economic growth and 

entrepreneurial development. By 1970, commercial banks, particularly after the establishment of the 

State Bank of India (SBI) following the nationalization of the Imperial Bank of India, significantly 

expanded their presence. The number of branches reached 32,224, with a substantial portion located 

in rural and semi-urban areas. Access to credit facilitated by these banks played a pivotal role in 

https://www.ijfmr.com/


 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR240217146 Volume 6, Issue 2, March-April 2024 5 

 

supporting entrepreneurial ventures and industrial growth. For example, the outstanding deposits and 

loans in rural and semi-urban branches amounted to Rs. 67,855 crore and Rs. 43,797 crore, 

respectively, reflecting the significant contribution of commercial banks to economic development 

and entrepreneurship. 

• 1970-90: Focus on channeling credit to neglected sectors and weaker sections: The period from 

1970 to 1990 witnessed a concerted effort to direct credit towards neglected sectors and marginalized 

communities, fostering entrepreneurial development. Initiatives such as the Special Agricultural 

Credit Plan (SACP) and the Self-Help Group (SHG)-Bank Linkage Program played a crucial role in 

this regard. By March 1999, the cumulative number of SHGs credit-linked reached 10.73 lakh 

groups, empowering individuals to embark on entrepreneurial ventures. Additionally, the credit 

disbursed through these initiatives contributed to the establishment and growth of small-scale 

industries and micro-enterprises, driving entrepreneurial activity in rural and semi-urban areas. 

• 1990-2005: Focus on strengthening financial institutions as part of financial sector reforms: As 

part of financial sector reforms during this phase, commercial banks underwent significant 

restructuring and modernization to support entrepreneurial development. The establishment of the 

Rural Infrastructure Development Fund (RIDF) and the strengthening of NABARD's share capital 

bolstered efforts to promote entrepreneurship in rural areas. Moreover, initiatives such as the 

Pradhan Mantri Rozgar Yojana (PMRY) provided financial assistance and support for 

entrepreneurial ventures. By March 2005, the cumulative disbursement under PMRY reached Rs. 

28,360 crore, facilitating the establishment of numerous entrepreneurial ventures and job creation 

across the country. 

• 2005 onwards: Financial inclusion was explicitly made as a policy objective: In the 

contemporary era, financial inclusion emerged as a central policy priority, with a focus on expanding 

access to financial services for all segments of society, including aspiring entrepreneurs. Commercial 

banks played a pivotal role in advancing this agenda, facilitating access to credit and financial 

services for entrepreneurial ventures. Initiatives such as the Mudra Yojana aimed at providing 

financial support and assistance to small and micro-enterprises, empowering them to thrive and 

contribute to economic growth. By March 2020, the cumulative disbursement under the Mudra 

Yojana reached Rs. 8.14 lakh crore, reflecting the significant support provided to entrepreneurial 

development through financial inclusion initiatives. 

The phased evolution of financial inclusion, as evidenced by the data provided, underscores the 

transformative role of commercial banks in expanding access to finance and promoting inclusive 

development. By aligning with policy objectives, leveraging technology, and adopting inclusive lending 

practices, commercial banks have played a vital role in driving economic empowerment, reducing 

inequality, and fostering inclusive growth across different strata of society. However, continued efforts 

are needed to address persistent challenges and ensure that the benefits of financial inclusion reach all 

segments of the population, thereby contributing to a more equitable and prosperous society. 

 

4.1 Initiatives and Practices of Commercial Banks 

Commercial banks play a pivotal role in promoting financial inclusion and supporting entrepreneurial 

development through a range of initiatives and practices tailored to meet the needs of underserved 

populations. By understanding and exploring these initiatives, we can gain insights into the strategies 

employed by banks to expand access to financial services and empower entrepreneurs. 
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• 'No-Frills' Accounts and Basic Banking Services: Commercial banks have introduced 'no-frills' or 

basic banking accounts to cater to individuals with low income and minimal banking requirements. 

These accounts typically have low or no minimum balance requirements and reduced charges, 

making them accessible to a broader segment of the population(Rahaman, 2014). Exploring these 

accounts' features and uptake can shed light on their effectiveness in reaching marginalized 

communities and promoting financial inclusion. 

• Microfinance Initiatives: Many commercial banks collaborate with microfinance institutions or 

operate their own microfinance divisions to extend credit to small entrepreneurs and self-help 

groups. Microfinance initiatives provide small loans and financial services to individuals who lack 

access to traditional banking services, enabling them to start or expand their businesses. Exploring 

the impact of microfinance programs on entrepreneurial development and poverty alleviation can 

highlight the role of commercial banks in fostering economic empowerment(Bihari, 2011). 

• Technology-driven Solutions: Commercial banks leverage technology to enhance the accessibility 

and efficiency of financial services, particularly in remote or underserved areas. Mobile banking, 

internet banking, and digital payment solutions enable individuals to access banking services 

conveniently, bypassing the need for physical branches. The exploration of technology-driven 

solutions can assess their reach and effectiveness in addressing barriers to financial inclusion, such 

as geographical constraints and a lack of infrastructure. 

• Targeted Lending Schemes: Commercial banks design targeted lending schemes to cater to specific 

sectors or communities, such as women entrepreneurs, farmers, or small-scale enterprises. These 

schemes often offer preferential terms, including lower interest rates or flexible repayment options, 

to encourage borrowing and investment in underserved sectors. Exploring the outcomes and impact 

of targeted lending schemes can help assess their effectiveness in stimulating entrepreneurial activity 

and promoting inclusive economic growth(Anastesia et al., 2020). 

• Financial Education and Literacy Programs: Many commercial banks conduct financial 

education and literacy programs to enhance the financial knowledge and skills of underserved 

communities. These programs provide individuals with the necessary information and resources to 

make informed financial decisions, manage their finances effectively, and access banking services 

confidently. The exploration of financial education initiatives can assess their role in empowering 

individuals to participate in the formal financial system and unlock opportunities for 

entrepreneurship(BABU, 2015).  

 

5. Challenges and Opportunities 

5.1 Challenges 

• Last-Mile Connectivity: Despite significant progress in banking infrastructure, the challenge of 

reaching the last mile remains. Remote and rural areas often lack physical bank branches or ATMs, 

hindering access to banking services for marginalized communities. 

• Digital Divide: While technological advancements have facilitated mobile banking and digital 

payments, the digital divide persists. Many underserved populations lack access to smartphones, 

internet connectivity, or digital literacy, limiting their ability to utilize digital financial services. 

• Informal Financial Practices: In regions where informal financial practices are prevalent, such as 

savings clubs or money lenders, there may be resistance to adopting formal banking services due to 

cultural factors or a distrust of banks. 
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• Credit Constraints: Limited access to credit is a significant barrier for aspiring entrepreneurs, 

particularly those lacking collateral or credit history. Traditional banking practices often favor 

established businesses or individuals with assets, excluding many from accessing finance. 

• Regulatory Hurdles: Regulatory constraints, such as stringent KYC requirements or cumbersome 

documentation processes, can impede financial inclusion efforts. Simplifying regulations and 

offering alternative forms of identification can help address these barriers. 

 

5.2 Opportunities 

• Fintech Solutions: The rise of fintech presents opportunities to bridge gaps in financial inclusion. 

Mobile money platforms, peer-to-peer lending, and blockchain-based solutions offer innovative 

ways to extend financial services to underserved populations, bypassing traditional banking 

infrastructure. 

• Data Analytics: Harnessing data analytics and alternative credit scoring models can enable banks to 

assess creditworthiness beyond traditional metrics. By analyzing non-traditional data sources such as 

mobile phone usage or utility bill payments, banks can expand access to credit for individuals with 

limited financial histories. 

• Partnerships and collaborations: Collaborations between commercial banks, fintech startups, 

government agencies, and non-profit organizations can leverage complementary strengths to enhance 

financial inclusion efforts. For example, banks can partner with microfinance institutions or 

community-based organizations to reach underserved communities effectively. 

• Financial Education: Investing in financial literacy programs and consumer education initiatives 

can empower individuals to make informed financial decisions and utilize banking services 

effectively. By raising awareness about savings, credit management, and risk mitigation, banks can 

improve the financial well-being of their customers.  

• Policy Support: Governments can play a crucial role in promoting financial inclusion through 

supportive policies and regulations. Measures such as setting targets for banking outreach, providing 

incentives for serving underserved populations, and promoting interoperability among financial 

service providers can create an enabling environment for inclusive finance. 

 

5.3 Addressing Challenges and Seizing Opportunities  

• Innovative Product Design: Banks can develop tailored financial products and services that meet 

the specific needs of underserved populations. For example, microfinance loans with flexible 

repayment terms or insurance products targeting informal sector workers can address unique 

financial challenges faced by marginalized communities. 

• Customer-Centric Approach: Adopting a customer-centric approach is essential for building trust 

and engagement among underserved populations. Banks should prioritize empathy, cultural 

sensitivity, and accessibility in their interactions with customers, ensuring that their services are 

inclusive and responsive to diverse needs. 

• Impact Measurement: Regular monitoring and evaluation of financial inclusion initiatives are 

critical for assessing their impact and effectiveness. Banks should utilize robust impact measurement 

frameworks to track key metrics such as account penetration, loan disbursement, and customer 

satisfaction, enabling data-driven decision-making and continuous improvement. 
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• Capacity Building: Investing in the capacity-building of bank staff and frontline workers is 

essential for delivering quality financial services to underserved populations. Training programs on 

customer engagement, digital literacy, and ethical banking practices can enhance the skills and 

competencies of banking professionals, enabling them to better serve diverse customer segments. 

• Advocacy and Awareness: Banks can engage in advocacy efforts to raise awareness about the 

importance of financial inclusion and advocate for policy reforms that support inclusive finance. By 

collaborating with industry associations, civil society organizations, and government agencies, banks 

can amplify their voice and drive systemic change towards greater financial inclusion. 

 

6. Conclusion and Suggestion 

6.1 Conclusion  

Commercial banks play a crucial role in promoting financial inclusion and fostering entrepreneurial 

development, particularly in economies like India, where significant portions of the population remain 

underserved by traditional banking services. Through a range of initiatives such as 'no-frills' accounts, 

microfinance programs, and technology-driven solutions, commercial banks have been instrumental in 

expanding access to financial services and empowering individuals to pursue entrepreneurial ventures. 

However, despite the progress made, several challenges persist, including last-mile connectivity, the 

digital divide, and regulatory hurdles, which hinder efforts towards achieving comprehensive financial 

inclusion. Nevertheless, there are ample opportunities to address these challenges and further enhance 

the role of commercial banks in driving inclusive growth. Leveraging fintech solutions, data analytics, 

and partnerships, banks can bridge gaps in access to finance and tailor their services to meet the diverse 

needs of underserved communities. Furthermore, investing in financial education, adopting a customer-

centric approach, and advocating for supportive policies are essential strategies for promoting greater 

financial inclusion and empowering individuals to participate fully in the formal financial system. 

 

6.2 Suggestion 

To continue advancing financial inclusion and entrepreneurial development, stakeholders, including 

commercial banks, policymakers, and civil society organizations, should collaborate closely to 

implement the following suggestions: 

• Embrace Innovation: Commercial banks should continue to innovate and leverage emerging 

technologies to develop accessible and affordable financial products and services. Fintech solutions 

such as mobile banking and digital payments have immense potential to reach underserved 

populations and promote financial inclusion. 

• Strengthen Partnerships: Collaboration between commercial banks, government agencies, Fintech 

startups, and non-profit organizations can amplify efforts towards financial inclusion. By pooling 

resources and expertise, stakeholders can design holistic solutions that address the multifaceted 

challenges faced by marginalized communities. 

• Prioritize Financial Literacy: Investing in financial education programs is crucial for empowering 

individuals to make informed financial decisions and navigate the formal financial system 

effectively. Commercial banks should allocate resources towards initiatives that enhance financial 

literacy and promote responsible financial behavior among their customers. 

• Advocate for Policy Reforms: Policymakers should enact supportive regulations and incentives to 

encourage greater participation by commercial banks in promoting financial inclusion. Measures 
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such as simplifying KYC requirements, promoting interoperability among financial service 

providers, and offering tax incentives can create an enabling environment for inclusive finance. 

• Monitor Impact: Continuous monitoring and evaluation of financial inclusion initiatives are 

essential for measuring progress and identifying areas for improvement. Commercial banks should 

establish robust impact measurement frameworks to track key performance indicators and ensure 

that their efforts are yielding tangible benefits for underserved communities.  

By implementing these suggestions collectively, stakeholders can contribute to building a more inclusive 

and resilient financial ecosystem that empowers individuals to achieve their financial goals and 

participate actively in economic development. 
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