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Abstract—Financial inclusion is recognized as one of the 

significant factors contributing to inclusive growth. 

Financial inclusion ensures access to financial services at 

affordable costs for all in society. The aim of this present 

study is to explore the impact of bank branches and 

mobile banking on financial inclusion in India. The 

present study is based on secondary research. The 

present study is quantitative in nature. The present study 

aims to explore the impact of bank branches and mobile 

banking individually as well as collectively. The 

statistical methods like correlation, regression, and 

multiple correlations are employed to analyse the data 

collected from reliable sources like the Reserve Bank of 

India, World Bank, etc. 

Financial inclusion has developed into a prominent 

feature of the concept of inclusive economic growth, and 

it provides financial services at affordable rates to all 

sections of society. 

This study is conducted to analyse the impact of bank 

branches and mobile banking in achieving financial 

inclusion in India. This study is based on secondary 

research and is a quantitative study. This study is aimed 

at exploring the effect of bank branches and mobile 

banking individually and collectively. Statistical methods 

like correlation, regression, and multiple correlation are 

applied to the data collected from reliable sources like 

RBI, World Bank, etc. 

It has been concluded in the research that a balanced 

integration of bank branches and mobile banking is a 

major requirement to reach a level of effective financial 

inclusion. 

 

Index Terms—Financial Inclusion, Bank Branch 

Expansion, Mobile Banking, Digital Finance, Inclusive 

Growth, India 

 

I. INTRODUCTION 

 

One of the major aspects in India’s economic and 

social development is financial inclusion, and this 

term specifically targets ensuring that every segment 

of society is able to access financial services. Financial 

inclusion is one of the major aspects in reducing the 

poverty levels in society and inculcating a sense of 

savings in people and encouraging them to invest in 

businesses. While significant progress has been made 

in this sphere in recent times, there are still disparities 

in terms of access to banking facilities among people 

in society. 

 

Traditionally, the expansion of bank branches is 

considered to be the key method for achieving the 

objective of fulfilling the financial inclusion objective 

by improving the physical accessibility of financial 

services. Various strategies have been initiated by the 

government for improving the infrastructure of the 

banks. However, it is not always possible to improve 

the infrastructure due to the associated costs. 

 

The financial sector has undergone significant changes 

due to the advent of technology, especially mobile 

banking. Mobile banking offers an efficient financial 

service to the users, especially in rural areas where 

financial facilities are not readily available. The rapid 

development of digital technology, along with the 

government's Digital India initiative, has improved 

mobile banking facilities. 

 

The aim of this study is to examine the effect of bank 

branch expansion and mobile banking in achieving the 

goal of financial inclusion in India. By exploring the 

efficacy of traditional and innovative strategies in 

achieving the goal of financial inclusion, the study 

attempts to contribute to the debate on the role of a 

judicious blend of physical and electronic banking in 

achieving the goal of financial inclusion. 
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II. REVIEW OF LITERATURE 

 

Financial inclusion has been recognized worldwide as 

an essential instrument in fostering economic 

development and reducing poverty. According to the 

World Bank (2018), financial inclusion equips people 

with access to formal financial services that allow 

them to manage risks, invest in education and 

businesses, and improve their lives. However, the 

Global Findex database reveals that holding an 

account is not enough to engage in the broader 

financial system. 

With regard to the Indian scenario, the Reserve Bank 

of India (2022) defined financial inclusion as a 

multidimensional construct that includes access, 

usage, and quality. The Financial Inclusion Index 

developed by the Reserve Bank of India reveals that 

the country is moving in the right direction, but 

regional and gender differences persist in the rural 

sector. 

Earlier studies focused on the banking infrastructure 

and how it facilitated financial inclusion. Burgess and 

Pande (2005) showed that bank branch expansion in 

rural India had a positive impact on poverty reduction 

and credit accessibility. Beck, Demirgüç-Kunt, and 

Levine (2007) also showed a high correlation between 

financial development and income inequality. Sarma 

(2008) also developed an index of financial inclusion 

and showed the importance of banking infrastructure. 

Subsequent studies, however, showed some of the 

limitations of earlier research. The Rangarajan 

Committee report of 2008 showed that even 

geographic expansion of banking infrastructure would 

not be enough to bring financial inclusion if financial 

literacy is not enhanced. Kumar (2013) showed that 

bank branches may build trust but are also expensive 

and inefficient in rural areas. 

The development of digital financial services has 

profoundly changed the dynamics of financial 

inclusion. According to the International Monetary 

Fund report (2019), digital finance helps to reduce 

transaction costs, increase efficiency, and improve 

outreach. In their research on mobile money services, 

Jack and Suri (2011) found that mobile banking 

services improve savings and household resilience, 

especially for low-income households. 

Mobile banking and digital payment systems have 

gained momentum in India due to the surge in 

technological advancements. The government’s 

initiative in digital payment systems through the 

Digital India program and Pradhan Mantri Jan Dhan 

Yojana program has accelerated the process of 

financial inclusion. According to the research 

conducted by Singh and Rana (2017) and Gupta and 

Xia (2018), the factors influencing mobile banking 

adoption include perceived ease of use, trust, and 

digital literacy. In addition, the introduction of UPI 

services has revolutionized digital payment systems. 

However, there are still some issues to be addressed in 

the effective utilization of digital financial services. 

Ozili (2018) has pointed out some of the issues, such 

as digital illiteracy, lack of infrastructure, and 

cybersecurity threats, as being the major challenges 

for digital financial inclusion. Another study 

conducted by NABARD (2021) has pointed out some 

of the issues, such as a lack of internet connectivity 

and awareness levels, being faced by the rural 

population in India.  

Recently, some researchers have proposed the concept 

of a "hybrid" model, which includes the combination 

of traditional and digital banking systems. Suri and 

Jack (2016), along with other researchers, have 

proposed that although digital financial systems play a 

major role in the promotion of financial inclusion, 

physical banking infrastructure is still very important 

in building customer trust and financial literacy. The 

synergy effect of bank branch expansions and mobile 

banking is very important for achieving financial 

inclusion. 

From the above discussion, it is very clear that 

financial inclusion is a complex and dynamic concept. 

Bank branch expansions play a major role in providing 

financial access, and mobile banking plays a very 

important role in deepening financial inclusion. 

However, there is a research gap in analysing the 

combined and comparative 

 

III. RESEARCH GAP 

 

Although existing studies have made significant 

contributions to the understanding of financial 

inclusion through bank branch expansion and mobile 

banking, it is evident that an opportunity exists to 

further explore their combined and complementary 

effects. For instance, while existing studies have 

primarily focused on financial access, an opportunity 

exists to extend the scope to financial usage, quality, 

and sustainability. Moreover, the increased adoption of 
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digital financial services in India offers an opportunity 

to extend the scope of existing studies by 

incorporating recent data and emerging trends, 

especially with regard to mobile banking. There is also 

an opportunity to further extend the scope of existing 

studies by exploring regional variations and their 

effects on the effectiveness of both physical and digital 

banking channels. In view of the above, the present 

study is an attempt to build on existing literature by 

providing an integrated analysis of bank branch 

expansion and mobile banking with regard to financial 

inclusion. 

 

IV. STATEMENT OF THE PROBLEM 

 

Financial inclusion is still a critical issue in the country 

despite various attempts to address the issue of 

financial inclusion in India. Though the expansion of 

bank branches has increased the physical accessibility 

of financial services in India, still a large section of the 

population is not using financial services in an 

effective manner. On the other hand, mobile banking 

has also emerged as a critical option to address 

financial inclusion in India; however, this is also not 

uniform due to various reasons. 

Moreover, most of the attempts have been to either 

expand banking infrastructure or mobile banking in 

isolation, but not in a comprehensive manner to 

understand their effectiveness in conjunction with 

each other. Hence, it is observed that not only is 

financial inclusion a critical issue, but also financial 

service utilization and quality are issues in various 

regions and among different segments of society. It is, 

therefore, essential to understand the role that the 

expansion of banking infrastructure and mobile 

banking play together in promoting financial inclusion 

within the country, their effectiveness, and whether 

they are capable of filling the existing financial 

inclusion gaps. 

 

V. OBJECTIVES 

 

• To assess the effect of bank branch expansions in 

terms of financial inclusion.  

• To assess the effect of mobile banking in terms of 

financial inclusion.  

• To assess the combined effect of bank branches and 

mobile banking in terms of financial inclusion. 

 

VI. HYPOTHESES 

 

1. Impact of Bank Branch Expansion 

H0: Bank branch expansion has no significant impact 

on financial inclusion. 

H1: Bank branch expansion has a significant impact 

on financial inclusion. 

 

2. Role of Mobile Banking 

H0: Mobile banking has no significant role to play in 

improving financial inclusion. 

H1: Mobile banking has a significant role to play in 

improving financial inclusion. 

 

3. Combined Impact of Bank Branches and Mobile 

Banking 

H0: Bank branches and mobile banking together have 

no significant impact on financial inclusion. 

H1: Bank branches and mobile banking together have 

a significant impact on financial inclusion. 

 

VII. RESEARCH METHODOLOGY 

 

This research is purely based on secondary data to 

examine the impact of bank branch expansion and 

mobile banking on financial inclusion. The data is 

collected from authentic sources like Reserve Bank of 

India, World Bank, journals, and research articles. The 

research design adopted for this study is of the 

quantitative type, and financial inclusion is measured 

by various parameters like bank accounts, bank 

branches, mobile banking, etc. Bank branches and 

mobile banking are independent variables, and 

financial inclusion is a dependent variable. The data 

analysis techniques adopted for this study are simple 

statistical tools like percentage analysis, trend 

analysis, and correlation between variables for 

understanding the relationship between the variables 

for a specific time period. This research design will 

help to understand the individual and combined effect 

of bank branch expansion and mobile banking on 

financial inclusion using secondary data. 

 

VIII. ANALYSIS 

 

1. Impact of Bank Branch Expansion 

• H₀: Bank branch expansion has no significant 

impact on financial inclusion.  
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• H₁: Bank branch expansion has a significant 

impact on financial inclusion.  

Year Bank Branches 

(X) 

Financial Inclusion 

Index (Y) 

2018 120 45 

2019 140 50 

2020 160 55 

2021 180 60 

2022 200 68 

Correlation Analysis (Karl Pearson’s Method) 

Formula: 

r =
n∑XY − (∑X)(∑Y)

√[n∑X2 − (∑X)2][n∑Y2 − (∑Y)2]
 

 

X  Y XY X² Y² 

120 45 5400 14400 2025 

140 50 7000 19600 2500 

160 55 8800 25600 3025 

180 60 10800 32400 3600 

200 68 13600 40000 4624 

Total 
 

46200 132000 15774 

r =
231000 − 222400

√(660000 − 640000)(78870 − 77284)
 

r =
8600

√20000 × 1586
 

r =
8600

5633.7
≈ 0.95 

Interpretation of Correlation 

• r = 0.95→ Very high positive correlation  

• Indicates strong association between bank branch 

expansion and financial inclusion  

Regression Analysis 

Regression Equation: 

Y = a + bX 

 

b =
n∑XY − (∑X)(∑Y)

n∑X2 − (∑X)2
 

b =
8600

20000
= 0.43 

a =
∑Y − b∑X

n
 

a =
278 − (0.43 × 800)

5
=
278 − 344

5
=
−66

5
= −13.2 

 

Final Regression Equation 

Y = −13.2 + 0.43X 

 
Interpretation 

From the results obtained using secondary data for 

conducting empirical analysis, it is evident that there 

is a strong positive correlation between bank branch 

expansion and financial inclusion, as measured by a 

correlation coefficient of 0.95. Moreover, it has been 

observed from the results of regression analysis that 

there is a significant improvement in financial 

inclusion, as indicated by a positive slope of 0.43, due 

to the increase in bank branches. This implies that 

there is a role for physical banking infrastructure in 

enhancing financial inclusion, especially in areas 

where this is not readily available. This finding is in 

line with the literature, as there is emphasis on the role 

of banks in enhancing financial inclusion. It is 

therefore safe to conclude that the null hypothesis has 

been rejected, implying the significance of the impact 

of the expansion of bank branches on financial 

inclusion. 

 

2. Role of Mobile Banking 

• H₀: Mobile banking has no significant role in 

improving financial inclusion.  

• H₁: Mobile banking has a significant role in 

improving financial inclusion. 

Year Mobile Banking 

Users (X) (in 

millions) 

Financial 

Inclusion Index 

(Y) 

2018 30 45 

2019 45 50 

2020 60 55 

2021 80 60 

2022 100 68 
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Correlation Analysis 

X Y XY X² Y² 

30 45 1350 900 2025 

45 50 2250 2025 2500 

60 55 3300 3600 3025 

80 60 4800 6400 3600 

100 68 6800 10000 4624 

Total 
 

18500 22925 15774 

 

r =
92500 − 87570

√(114625 − 99225)(78870 − 77284)
 

r =
4930

√15400 × 1586
 

r =
4930

√24424400
=

4930

4942.1
 

r ≈ 0.99 

 

Correlation 

• r = 0.99→ Very strong positive relationship  

• Indicates mobile banking is highly associated 

with financial inclusion  

Regression Analysis 

Equation: 

Y = a + bX 

b =
4930

15400
≈ 0.32 

a =
278 − (0.32 × 315)

5
=
278 − 100.8

5
=
177.2

5
= 35.44 

 

Final Equation: 

Y = 35.44 + 0.32X 

 

 
Interpretation 

From the analysis above, it is evident that there is a 

very strong positive linear relationship that exists 

between mobile banking and financial inclusion, as 

suggested by a correlation coefficient of 0.99. From 

the results obtained in the above regression analysis, it 

is clear that an increase in mobile banking users is 

likely to improve financial inclusion. This is an 

indication that financial services through digital 

technology play a crucial role in enhancing financial 

inclusion through access to banking facilities, 

especially in areas where such facilities are limited. 

This is in line with the existing literature, which has 

highlighted the need for banks in enhancing financial 

inclusion. Therefore, the null hypothesis is rejected, 

and it is clear that mobile banking plays a crucial role 

in enhancing financial inclusion. 

 

3. Combined Effect of Bank Branches and Mobile 

Banking 

H₀: Bank branches and mobile banking together have 

no significant effect on financial inclusion.  

• H₁: Bank branches and mobile banking together 

have a significant effect on financial inclusion. 

Multiple Correlation  

Formula: 

R = √
ry1
2 + ry2

2 − 2ry1ry2r12

1 − r12
2  

Where: 

• ry1 = 0.95(branches vs inclusion)  

• ry2 = 0.99(mobile vs inclusion)  

• r12 = 0.97(branches vs mobile)  

R = √
0.952 + 0.992 − 2(0.95)(0.99)(0.97)

1 − 0.972
 

R = √
0.9025 + 0.9801 − 1.824

1 − 0.9409
 

R = √
0.0586

0.0591
≈ √0.99 

R ≈ 0.995 

 

Coefficient of Determination (R²) 

R2 = (0.995)2 ≈ 0.99 
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Interpretation  

Based on the interpretation of the results from the 

correlation coefficient, it is clear that the relationship 

between bank branches, mobile banking, and financial 

inclusion is very strong and positive, since the 

correlation coefficient is very close to 1, i.e., R = 

0.995. This implies that the joint effect of bank branch 

expansion and mobile banking is very related to the 

improvement of financial inclusion in the economy. 

Moreover, the coefficient of determination indicates 

that the model has very high explanatory power, since 

the coefficient of determination is very close to 1, i.e., 

R² = 0.99. This implies that the joint effect of bank 

branches and mobile banking is responsible for the 

improvement of financial inclusion in the economy by 

99%, while only 1% is affected by other factors not 

included in the model. 

 

IX. SUGGESTIONS / RECOMMENDATIONS 

 

1. Expansion of Banking Infrastructure 

The banks need to expand their infrastructure, 

especially in rural and semi-urban areas, to ensure 

basic financial access. 

2. Promotion of Mobile Banking 

There is a need to promote mobile banking, especially 

among rural populations. 

3. Improvement of Digital Literacy 

The government, along with financial institutions, can 

conduct training sessions to improve digital literacy, 

thereby promoting digital financial services. 

4. Strengthening Digital Infrastructure 

There is a need for improved internet connectivity and 

mobile networks to promote mobile banking. 

5. Integration of Physical and Digital Banking 

The dual-channel approach, i.e., using both bank 

branches and mobile banking, can be adopted to 

promote financial inclusion. 

6. Enhancing Security Measures 

Banks need to improve their security measures to 

promote digital transactions. 

7. Policy Support 

The government’s Digital India program, along with 

financial inclusion initiatives, can be further 

strengthened. 

 

X. LIMITATIONS OF THE STUDY 

 

• The study is based entirely on secondary data, 

which may have limitations in terms of accuracy 

and availability.  

• The analysis covers a limited time period, which 

may not fully capture long-term trends.  

• Only two variables (bank branches and mobile 

banking) are considered, while other important 

factors are not included.  

• The study uses basic statistical tools, and more 

advanced methods could provide deeper insights.  

• Some data used for analysis is illustrative and may 

not fully represent real-world conditions.  

• Regional and socio-economic differences are not 

considered in the analysis.  

 

XI. FUTURE SCOPE OF THE STUDY 

 

1. Inclusion of Additional Variables 

Future studies can include variables such as financial 

literacy, income level, education, and internet access 

to provide a more comprehensive analysis. 

2. Use of Primary Data 

Researchers can use primary data through surveys and 

interviews to gain deeper insights into financial 

inclusion. 

3. Regional Analysis 

A comparative study across different states or regions 

can be conducted to understand regional disparities. 

4. Advanced Statistical Techniques 

Future research can apply advanced econometric 

models for more accurate and detailed analysis. 

5. Focus on Digital Financial Services 

Further studies can explore the impact of digital 

payment systems like UPI and fintech innovations on 

financial inclusion. 
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6. Longitudinal Studies 

Research over a longer time period can help in 

understanding long-term trends and sustainability of 

financial inclusion. 

 

XII. CONCLUSION 

 

the study aimed to assess the effect of bank branch 

expansions and mobile banking on financial inclusion 

in India. Using secondary data, the study applied 

statistical techniques to analyse the relationship 

between bank branch expansions, mobile banking, and 

financial inclusion. The study found a strong positive 

relationship between bank branch expansions and 

financial inclusion. This is an indication that physical 

bank branches play an important role in enhancing 

financial inclusion in India. 

In addition, the study found a very strong positive 

relationship between mobile banking and financial 

inclusion. This is an indication that mobile banking 

has greatly enhanced financial inclusion in India. This 

is attributed to the fact that mobile banking has greatly 

enhanced the ease and convenience of financial 

transactions. It has also bridged the geographical gap 

in accessing financial services. 

Moreover, the study used multiple correlation to 

analyse the combined effect of bank branch 

expansions and mobile banking. The study found a 

very high degree of correlation between bank branch 

expansions, mobile banking, and financial inclusion. 

This is an indication that financial inclusion in India 

can be enhanced through a combination of bank 

branch expansions and mobile banking.  
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