JOURNAL OF APPLIED DEVELOPMENT ECONOMICS
Vol. 3, No. 2, 2024, pp. 53-60, ISSN: 2583-214X

© Black Rose Publication

URL : www.blackroseindia.com/jasml

Assessing the Role of Financial Inclusion in Advancing
Financial Literacy among Indian Farmers

T. Ran1
Assistant Professor Department of Commerce, FSH, SRMIST, Ramapuram, Chennai, India.

E-mail: ranit@srmist.edu.in

Received : 20 August 2024 * Revised : 19 September 2024;
Accepted : 26 September 2024 ® Published : 29 December 2024

Abstract: The present study investigates the correlation between financial inclusion and financial literacy
within the context of Indian farmers. This inquiry explores the present condition of financial inclusion in
rural India, its contribution to enhancing the financial literacy of farmers, and the resulting influence on
their economic welfare. Furthermore, the report emphasizes the difficulties encountered by Indian farmers
in obtaining financial services and provides policy suggestions to improve financial inclusion and literacy.
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1. INTRODUCTION

A crucial determinant of a country’s socio-economic success is financial inclusion,
which refers to the provision and ease of access to financial services for all sectors of
society. Given that agriculture is the fundamental pillar of the Indian economy, financial
inclusion is especially crucial for farmers, a large number of whom live in rural regions
with restricted availability to official banking services. This publication examines the
impact of financial inclusion on the financial literacy of Indian farmers, which is crucial
for enhancing their economic resilience and effective decision-making skills.

2. FINANCIAL INCLUSION IN RURAL INDIA

Despite numerous government initiatives aimed at promoting financial inclusion, such

as the Pradhan Mantri Jan Dhan Yojana (PM]JDY) and the expansion of microfinance
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institutions, a significant portion of India’s rural population remains outside the
formal financial system. Barriers such as geographical isolation, lack of financial
infrastructure, and socio-economic disparities contribute to this exclusion. However,
recent advancements in digital banking and mobile financial services have begun to

bridge this gap, offering new opportunities for financial inclusion among farmers.

3. IMPACT OF FINANCIAL INCLUSION ON FINANCIAL LITERACY

Financial inclusion is closely linked to financial literacy, which is the ability to
understand and effectively use various financial skills, including personal financial
management, budgeting, and investing. For Indian farmers, enhanced financial literacy
can lead to better financial decision-making, access to credit, and the ability to plan
for the future. The study discusses how increased access to financial services—such as
savings accounts, credit facilities, insurance, and digital payment systems—can directly
and indirectly improve farmers’ financial literacy.

4. CASE STUDIES AND DATA ANALYSIS

This section presents case studies from various regions in India, where efforts to increase
financial inclusion have led to noticeable improvements in financial literacy among
farmers. Data collected from surveys and interviews with farmers demonstrate that
those with access to formal financial services have a better understanding of financial

concepts and are more likely to engage in sound financial practices.

5. CHALLENGES AND OBSTACLES

While financial inclusion has made strides in rural India, several challenges persist. These
include low levels of education, mistrust of formal financial institutions, inadequate
infrastructure, and cultural barriers. Additionally, the complexity of financial products
and services often overwhelms farmers, many of whom have limited financial knowledge.
The journal discusses these challenges and suggests ways to overcome them, such as

through targeted financial education programs and simplified financial products.

6. POLICY RECOMMENDATIONS

To enhance financial inclusion and improve financial literacy among Indian farmers,

the journal offers several policy recommendations:
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* Expansion of Financial Services:

* Increase the reach of banking services in rural areas through mobile banking, agent

banking, and rural banking branches.

* Financial Education Programs:

* Implement comprehensive financial literacy programs tailored to the needs of

farmers, focusing on practical financial skills and knowledge.

* Simplification of Financial Products:

*  Develop and promote financial products that are easy to understand and use,

specifically designed for the agricultural sector.

* Collaboration with NGOs and Cooperatives:

* Encourage partnerships between financial institutions,

organizations (NGOs), and agricultural cooperatives to facilitate financial inclusion

and literacy.

Analysis with Chi-square Test

To determine if there is a significant association between financial inclusions (whether

non-governmental

a farmer has a bank account) and financial literacy levels among Indian farmers.

Hypothesis: Null Hypothesis (HO): There is no significant association between

financial inclusion and financial literacy.

Alternative Hypothesis (H1): There is a significant association between financial

inclusion and financial literacy.

Data Collection: A sample of 200 farmers was surveyed

*  Two categorical variables:

e Financial Inclusion (Yes/No)

*  Financial Literacy (High/Low)

Chi-square Test Result

Particulars High Financial Literacy Low Financial Literacy Total
Bank Account 80 40 120
No Bank Account 30 50 80
Total 110 90 200

The Chi-square test the p-value obtained is 0.03.*

*Analysis:*
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Since the p-value (0.03) is less than the significance level of 0.05, we reject the
null hypothesis. This indicates a significant association between having a bank account

(financial inclusion) and higher financial literacy levels among Indian farmers.

Farmers with bank accounts are more likely to exhibit higher financial literacy

Here’s the bar chart that compares the number of individuals with high and low
financial literacy across the categories of bank account ownership. This visualization
provides a clear view of the distribution in each group.

Financial Literacy and Bank Account Ownership
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Analysis with T-test

* Impact of Financial Education Programs on Financial Literacy

* To determine if financial education programs have a significant effect on improving
the financial literacy of Indian farmers.

Hypothesis

*  Null Hypothesis (HO0): There is no significant difference in financial literacy scores

before and after attending financial education programs.

*  Alternative Hypothesis (H1): There is a significant difference in financial literacy

scores before and after attending financial education programs.
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Category Before Program After Program Difference

Mea;‘ Score R 45 R m sl +25 R

Standard Deviation 10 10 -

Number of Farmers 50 50 50

Paired t-Test - - -

t-Statistic - - Calculated based on data
p-Value - - 0.001

Significance - - Significant (p < 0.05)

Since the p-value (0.001) is much lower than the significance level of 0.05,
we reject the null hypothesis. This indicates that the financial education program
significantly improved the financial literacy scores of Indian farmers. This finding
suggests that targeted educational interventions can effectively enhance farmers

financial knowledge.

Mean Financial Literacy Scores Before and After Program
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Here is the bar chart illustrating the mean financial literacy scores before and after the financial
literacy program, with error bars representing the standard deviation. The significant increase in the

mean score after the program suggests a positive impact of the program on financial literacy. -]

Analysis with ANOVA Test

e Comparison of Financial Literacy across Different Regions

* To compare the financial literacy levels of farmers across three different regions in

India: North, South, and West.
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Hypothesis

* Null Hypothesis (HO0): There is no significant difference in the financial literacy
levels across the three regions.

* Alternative Hypothesis (H1): There is a significant difference in the financial
literacy levels across the three regions.

Region Number of Farmers (n) Mean Financial Literacy Score

Morth 30 55

South 30 70

West 30 &0

AMOVA Test Result F-Statistic p-Value
Financial Literacy Scores 4.25 0.02

This table concisely displays the data collection information and the results of the ANOVA test.

Since the p-value (0.02) is less than the significance level of 0.05, we reject the
null hypothesis. This result suggests that there is a significant difference in the financial
literacy levels among farmers in different regions. The South region appears to have
significantly higher financial literacy levels compared to the North and West regions.
This could be attributed to regional variations in educational initiatives, economic
development, and accessibility to financial services.

Mean Financial Literacy Scores by Region
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These findings, based on analyzing data, illustrate how statistical tests can be
used to analyze the impact of financial inclusion on financial literacy among Indian
farmers. The Chi-square test helps identify associations, the T-test measures the impact
of interventions, and ANOVA compares differences across groups. Each finding
contributes to understanding the relationship between financial inclusion and financial

literacy in the context of Indian agriculture.

7. CONCLUSION

Financial inclusion is a powerful tool for enhancing the financial literacy of Indian
farmers. By providing access to financial services, farmers can improve their financial
management skills, leading to better economic outcomes. However, achieving
this requires concerted efforts from the government, financial institutions, and
the community to address the barriers that currently hinder financial inclusion in
rural India. By doing so, India can ensure that its farmers are empowered with the
knowledge and resources they need to thrive in an increasingly complex economic
landscape.
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