
Advances in Consumer Research 
https://acr-journal.com/ 

Advances in Consumer Research 1459 

 

 

Volume-3 | Issue-1 | Jan 2026 

 

Assessing the Linkages between Financial Literacy, Banking Service's and 

Economic Growth in India 

Dr. Sibghatullah Nasir 1, Dr. Manjunath Menedhal 2, Dr. H H Ramesha 3, Rajatha V 4 , Dr. Noorafshan Bano 5, 

Shivaraja 6 
1Assistant Professor (Senior Grade), Department of Commerce, B. S. Abdur Rahman Crescent Institute of Science and 

Technology, Chennai-600048, Tamil Nadu. 

Email ID : sibghatalig@gmail.com 
2HOD, Department of MBA, Jyothy Institute of Commerce and Management, Tathaguni, Bengaluru-560082. 

Email ID : manju_13knl@yahoo.co.in 
3Associate Professor, Department of Management Studies (MBA), Visvesvaraya Technological University Belagavi, Center 

for PG Studies, Muddenahalli-562101. 

Email ID : drhhramesh@gmail.com 
4Research Scholars, Department of Management Studies (MBA),Visvesvaraya Technological University Belagavi, Center 

for PG Studies, Muddenahalli-562101. 
5Assistant Professor, Department of Management,Vaishali Institute of Business and Rural Management, Ramna, 

Muzaffarpur, Bihar-842002. 

Email ID : noorafshan9@gmail.com 
6Research Scholar,Bharatiya Engineering Science & Technology Innovation University (BESTIU), Satya Sai District, 

Andhra Pradesh, India. 

Email ID : shivarajukrn1@gmail.com 

 
 ABSTRACT 

The study examines the linkages between financial literacy, banking services, and economic 

growth in India. Financial literacy plays a crucial role in enhancing individuals’ ability to 

understand and effectively use banking services, which in turn supports savings, investment, and 

productive economic activities. To examine the relationship between financial literacy, usage of 

banking services, and economic growth in India. Using a sample of 100 respondents selected 

through a simple random sampling technique, the study analyses how financial literacy 

influences access to and utilization of banking services and its perceived contribution to 

economic growth. Primary data were collected using a structured questionnaire, and appropriate 

statistical tools were employed for analysis. The findings highlight that higher levels of financial 

literacy are associated with better usage of banking services, contributing positively to economic 

development. The study underscores the importance of strengthening financial literacy 

initiatives and inclusive banking policies to support sustainable economic growth in India. The 

article critically identifies the relationship between financial literacy, banking services, and the 

economy development in the context of India. Through theoretical frameworks, empirical 

evidence and policy environments, the article mentions the power of financial literacy to enable 

individuals to make better financial choices, accessibility and efficiency of bank services to 

participation in the economy and combination of both factors to support sustainable economic 

growth. The article also outlines major challenges, policy initiatives and suggestions to make the 

financial ecosystem in India stronger.. 

Keywords: Financial Literacy, Banking Services, Financial Inclusion, Economic Growth and 

India. 
 

1. INTRODUCTION: 

Economic development and financial inclusion have been 

globally identified as complimentary goals. An effective 

financial system does not only distribute resources 

effectively but also encourages savings, investment and 

consumption which are the fundamental economic growth 

activities. India is the nation of massive demographic 

diversity and socio-economic inequalities, and the 

enhancement of financial literacy and the expansion of 

banking services are the major priorities of the national 

development. Financial literacy is used to refer to 

proficiency in personal financial management, budgeting, 

borrowing, investing, and saving of finances or money. 

Banking services include deposits, credit and credit 

provision, payment systems, wealth management and 

financial advisory services. Economic growth is a 

continuous rise in the output of a nation in terms of the 

production of goods and services which is usually 

expressed in terms of GDP growth. The main assumption 

made in this article is that financial literacy and banking 

services are crucial issues that determine the growth of an 

economy. Individuals, who are financially literate, are 

more inclined to enter formal financial system and use 

banking services effectively and invest in education, 

health and entrepreneurship. Strong banking services, in 

its turn, strengthen financial intermediation, mobilization 

of savings, and investments that stimulate economic 
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growth. This article explores these interconnections with 

particular attention to the Indian case where the policy 

priorities on financial inclusion have increased in the last 

ten years. Our initial step is an examination of theoretical 

foundations and empirical literature on financial literacy 

and banking in relation to economic growth. 

 

 

Figure: 1 Conceptual Foundation and Theoretical 

Linkages 

 

Financial Literacy: Definition and Dimensions 

1. Basic Money Management (Budgeting and Saving): 

Financial literacy is based on basic money management 

and deals with efficient budgeting and saving. Budgeting 

is the process of planning a budget to control the revenues 

and expenditure in such a way that the money is used in 

an efficient manner and in accordance with personal or 

household objectives. An effective budget is one that 

would assist one to monitor the expenditures, manage 

spending that is not necessary and keep the finances in 

check. Saving, conversely, can be defined as the act of 

storing some of one income in order to use it in future 

either during an emergency, education, medical care or 

even retirement. Frequent saving will increase financial 

stability and minimize reliance on credit under emergency 

circumstances. In the Indian situation, proper 

management of money is especially necessary because 

income in the informal sector fluctuates. People who are 

financially literate tend to be more systematic in saving, 

formal in savings accounts and goal-oriented. Therefore, 

simple money management helps in achieving financial 

security on a domestic scale and it leads to the greater 

economic stability. 

2. Management of Debts and Use of credit. 

Debt management is the responsible usage and payment 

of the borrowed money. Financial literacy helps people to 

learn about the various forms of credit including personal 

loans, credit cards, and business loans and their costs and 

liabilities. Good debt management encompasses 

consideration of borrowing requirements, comparison of 

interest rates, repayment terms and unnecessary and 

excessive debts. Lack of financial education usually 

results in excessive debts, dependence on expensive 

informal lenders and financial hardships. The appropriate 

use of credit, in terms of financial literacy, has the 

potential to promote income, entrepreneurship, and 

consumption smoothing. The use of formal credit has 

highly increased in India but the misuse of loans is an 

issue because of the low financial literacy. When people 

become financially literate, they are in a better position to 

balance between borrowing and repaying, good credit 

histories, and put to productive financial use debt, rather 

than finding it a financial burden. 

3. Principles of Interest and Time Value of Money 

 

Knowledge about interest and time value of money is an 

essential part of financial literacy. Interest is the cost of 

borrowing or earning of the savings and investments and 

the time value of money will answer why more money 

now is worth more than the same amount tomorrow 

because it can earn interest. Financial literacy makes 

people understand the simple and compound interest, 

amortization of loans, and long-term development of 

investments. In the absence of this knowledge, people 

could not actually know the real cost of loans or realize 

the value of early and frequent saving. In Indian financial 

market where credit products and investment programs 

become more and more complicated, poor financial 

decisions can be the result of the lack of knowledge about 

the interest calculations. The understanding of such 

principles gives people the power to judge the financial 

products, to plan finances on a long-term basis and make 

knowledgeable decisions related to borrowing and 

investment. 

4. Investment risk and Return. 

Investment choices are characterized by risk-return trade 

offs. Financial literacy helps people to know that more 

returns are usually accompanied with increased risks and 

safer investments come with lower returns. Risk 

diversification, asset allocation, and investment horizons 

knowledge is critical in the development of balanced 

investment portfolios. Without financial literacy, people 

can choose not to do anything or speculate without being 

aware of the losses they can have. In India, the growing 

involvement in the capital markets demonstrates the 

significance of the financial education in the sphere of 

investments. Financially savvy investors will be in a better 

position to turn their risk tolerance into investment 

diversification across asset classes and ensure their 

investment decisions are made in tandem with their 

financial objectives. Having knowledge of the dynamics 

of risk-risk would foster sound decision-making, shield 

households against financial shocks, and the productive 

capital formation that is crucial to long-lasting economic 

growth. 

5. Use of Financial Products (Savings Accounts, 

Insurance, and Pensions) 

The optimal application of financial products is one of the 

important outcomes of financial literacy. Saving accounts 

enable a secure platform to be created to manage money 

and make transactions, whereas insurance products help 

to mitigate financial risks like illness, injuries, and loss of 

resources. Pensions aid to create financial security at the 

post-retirement phase of life. An individual can easily 
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comprehend the characteristics, advantages, and 

disadvantages of financial products through financial 

literacy, which will help to make the right choices 

according to the need. In India, despite the increased use 

of financial products through the inclusion process, the 

application is less because of a lack of awareness and trust. 

A financially literate person can easily join the insurance 

and pension schemes, which will enhance the ability to 

withstand financial risks and hardships in the future. 

Financial Literacy as Cognitive and Behavioral 

Capability 

Financial literacy is both cognitive and behavioral in 

nature. The cognitive dimension refers to knowledge and 

understanding of financial concepts, such as budgeting, 

interest rates, credit terms, and investment risks. 

However, knowledge alone is insufficient. The behavioral 

dimension reflects the ability to apply this knowledge in 

real-life financial decision-making, such as saving 

regularly, repaying loans on time, and choosing 

appropriate financial products. Many individuals possess 

basic financial knowledge but fail to translate it into sound 

financial behavior due to habits, social norms, or lack of 

self-control. Therefore, effective financial literacy 

initiatives must focus not only on education but also on 

behavior change. Strengthening both dimensions enables 

individuals to make responsible financial decisions, 

enhances financial well-being, and contributes to 

sustainable economic development. 

Banking Services: Scope and Economic Role 

1. Efficient Allocation of Financial Resources 

One of the major ways in which financial literacy and 

banking services lead to economic growth is by ensuring 

efficient distribution of financial resources. Whenever 

people and organizations have sufficient financial literacy 

and access to formal banks, they save and invest the 

money in productive activities instead of holding the 

money idly or misallocating them. Financial literate 

people have the ability to appraise financial products, 

compare returns and risks and take investment 

opportunities that match their economic objectives. Banks 

are of great importance as they are used to mobilize 

deposits and direct them to more productive sectors by 

financing credit as well as investment. Under the Indian 

scenario, better distribution of financial resources aids in 

growth of infrastructure, industrialization and human 

capital building. This leads to poor economic performance 

due to inefficient distribution which is usually motivated 

by either ignorance or use of informal financial mediums. 

Thus, facilitating financial literacy and empowering 

banking intermediation is beneficial in capital efficiency 

and sustainable growth of the economy. 

2. Increase in Savings and Investment Rates 

More monetary literacy and accessibility of banking 

services are highly contributing factors to high levels of 

savings and investment rates. The financial literate people 

have knowledge of the value of saving in order to meet the 

future needs and tend to embrace formal saving devices 

like bank accounts, fixed deposits and investment 

schemes. Banking services also make saving systems safe 

and convenient and through such services households will 

be encouraged to leave their cash saving systems towards 

formal financial systems. The availability of more savings 

gives the banks a fixed bank of funds, which can be 

converted into productive investments in different sectors 

of the economy. Economic growth and creation of jobs in 

India cannot be sustained without increasing the rates of 

investments. Financial literacy also facilitates sound 

investments as people can use the money to invest in the 

long run in wealth generation. With this, increases in the 

savings and investment accelerate the capital formation, 

boosts economic activity, and increases the overall 

economic stability. 

3. Enhanced Entrepreneurship and MSME Growth 

Financial literacy and access to banking services are the 

major purchasing factors of entrepreneurship and MSME 

growth. Business people who are financially literate will 

have a better understanding of business finances, credit 

usage, and loan terms of interest rates and loan repayment. 

Banking services offer fundamental financial assistance in 

the form of working capital loans, business credit and 

online payment solutions. In India, MSMEs are crucial in 

job creation, innovation and development of the region. 

Nevertheless, they are usually underdeveloped due to the 

financial illiteracy and restricted access to formal credit. 

Better financial literacy helps entrepreneurs to prepare 

financial statements, cash flows and make strategic 

decisions in investments. This increases the sustainability 

of businesses, their productivity and competitiveness 

when balanced with favourable banking infrastructure. 

With the growth of MSMEs, they have a great impact on 

the economic output, income generation, and inclusive 

economic growth. 

4. Reduced Vulnerability to Financial Shocks 

Banking services and financial literacy can minimize how 

vulnerable individuals and households are to financial 

shocks including the loss of jobs, health crises, or 

economic crises. Financial literate people will have higher 

chances of saving in case of emergency, they will buy 

insurance and they will have diversified income sources. 

Formal banking services can be accessed and enable the 

saving of money, access to credit and managing risks by 

insuring and pension products. In Indian case where 

substantial portion of the population faces risk of income 

instability, it is essential to minimise financial 

vulnerability. Better financial prepared households are 

able to absorb the shocks without straining and engaging 

in distress borrowing or selling off assets. This financial 

stability normalizes consumption patterns, aids in 

avoiding poverty traps and enhances social and economic 

stability. At the macro level, decreased vulnerability 

would increase the economic resilience by lowering the 

negative effects of shocks on the aggregate demand and 

financial systems. 

5. Greater Participation in Formal Financial Markets 

The results of the increased financial literacy and the 

increase in banking services are the increased 

participation in the formal financial markets. Financial 

literate people feel secure to deal with banks, insurers and 

investment institutions. They can comprehend financial 

products more, evaluate risks and meet regulatory needs. 

The involvement in formal financial markets in India is a 
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plus in terms of transparency of financial markets, 

financial stability and economic efficiency. Formal 

financial engagement minimizes the dependence of 

informal financial systems which tend to be more costly 

and risky. The entry barriers have been reduced because 

of banking services, digital services and fintech 

innovations, which allows more people to participate, 

regardless of their socio-economic background. Increased 

market involvement amplifies savings mobilization, 

investment inflows and access to credit. In the final, more 

involvement into formal financial markets leads to the 

inclusive growth and the development of the overall 

financial system. 

Economic Growth: Drivers and Financial Linkages 

Economic growth is the continuous rise in the production 

of goods and services of a country over a period of time 

and economists usually quantify economic growth using 

factors like Gross Domestic Product (GDP). Capital 

accumulation, development of human capital, 

technological advancement, institutional efficiency and 

market integration are the key sources of economic 

growth. The financial system is one of them and the 

critical enabling factor and it plays a critical part in 

enabling the efficient distribution of resources, 

mobilization of savings and productive investment. 

Financial linkages affect economic growth through the 

banking and financial market that maintains a relationship 

between savers and the investors. A mature financial 

system would help minimize the transaction costs, risk 

management, and liquidity and in turn promote more 

investment and entrepreneurship. Availability of credit 

helps firms to grow, embrace technologies, enhance 

productivity and households gain access to financial 

services that assist in smoothing consumption and long 

term planning. 

Financial literacy also enhances such linkages by enabling 

people and business to make wise financial choices. 

Formal banking services, investment in education and 

skills and engaging in productive economic activities are 

more apt to be used by financially literate people. This 

improves human capital formation that is one of the 

determinants of long term growth. In addition, proper 

utilization of monetary products like insurance and 

pensions minimizes the levels of economic vulnerability 

and enhances financial stability. 

Expanding financial connections between sectors has 

been enhanced through banking services, digital financial 

services, and inclusion programs in the Indian context. 

Nonetheless, the difference in access and financial literacy 

remains a limiting factor to growth. The positive effect of 

the financial systems on the economic growth can be 

enhanced through strengthening financial literacy and 

enhancing financial intermediation. Therefore, financial 

development and economic growth rely on each other, 

feeding on each other in the never-ending cycles of 

investment, improvements in productivity and generation 

of income. 

Status of Financial Literacy in India 

Financial literacy is in its early phase in India, even after 

there has been much improvement on financial inclusion 

and digital banking. Although the availability of banking 

services has increased at a fast rate due to government 

efforts, still the exposure and proper utilization of the 

financial products by people remains uneven. Many 

people in the population lack the necessary information 

about the basic financial literacy including interest rates, 

inflation, risk diversification, insurance, and retirement 

planning. The difference between access and 

understanding is a barrier to the efficient use of financial 

services. 

There is a significant socio-economic difference in the 

financial literacy levels in India. Urban citizens tend to 

have a higher level of financial awareness than rural 

people, which can be explained by more convenient 

access to education, financial services, and digital 

solutions. On the same note, financial literacy is positively 

related with education, income and employment status. 

Gender differences are also present, as women tend to 

have lower financial knowledge and autonomy as regards 

to decision making, especially in rural and semi-urban 

areas. 

Even though financial literacy programs have encountered 

the problem of low continuity, low outreach, and lack of 

contextual relevancy, even with the introduction of 

financial education initiatives led by the Reserve Bank of 

India, banks, and other institutions, financial literacy 

programs have challenges. For most people, informal 

sources provide financial advice, and therefore, they could 

result in poor or dangerous financial decisions. The fast 

growth of digital financial services has also emphasized 

the necessity of a digital financial literacy process where 

many people have difficulties in comprehending online 

transactions, cybersecurity risks and online fraud. 

In general, India has been quite successful in increasing 

access to finance but there should be an improvement in 

financial literacy. Financial education must be 

empowered in schools, community based programs and 

technological based solutions to make sure that people can 

be able to operate the formal financial system effectively. 

Increasing financial literacy will not only contribute to the 

personal economic welfare, but also contribute to the 

inclusive and sustainable economic development. 

 Levels of Financial Understanding 

1. Interest Rate Concepts 

The concepts of interest rates are one of the basic elements 

of financial literacy since the interest is what makes 

borrowing expensive and savings and investments 

profitable. Interest rates affect individual financial choices 

in regards to loans, credit cards, fixed deposits as well as 

investment instruments. Financially literate people can 

tell the difference between simple and compound interest 

and the influence of interest rates on the amount paid on 

loans and interest growth over time on an investment. The 

unawareness of the Indian population on the structures of 

interest rates frequently causes people to take expensive 

credit or underestimating the benefits of long-term 

savings. The awareness of the variability in the interest 

rates also assists the people to react conveniently to the 

monetary policy changes, including a change in the repo 

rates by the Reserve Bank of India. Good knowledge on 
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interest rates will help in making informed financial 

choices, responsible borrowing and wealth accumulation. 

2. Inflation and Its Impact on Savings 

Inflation is the overall rise in prices over the period of 

time, it decreases the purchasing power of money. 

Financial literacy helps people to know the impact of 

inflation on the real returns on savings and investments. 

In the absence of this knowledge, people will be tempted 

to use low-paying savings products, which do not keep 

wealth real. Financial planning and loss of long term 

savings can be a common phenomenon in India where the 

level of inflation can be unpredictable and the lack of 

awareness makes people not plan how to spend money 

effectively. Financially literate people know that they 

need to invest in financial products that provide returns 

that are higher than inflation, e.g. long-term investment or 

instruments linked to inflation. Better budgeting and 

consumption decisions are also facilitated by inflation 

awareness. Inflation therefore needs to be understood in 

order to protect the savings, plan the expenditures, and 

secure finances in the long run. 

 

3. Introduction to Modern Financial Products. 

The modern financial markets have a broad selection of 

products, such as mutual funds, exchange-traded funds, 

digital payment resources, and fintech-based investment 

solutions. Financial literacy also gives a person the 

knowledge necessary to comprehend what about these 

products can be obtained, the benefits, costs, and risks 

involved in these products. The rapid development of 

digital finance in India has made financial decisions more 

accessible, but more complicated to make. In the absence 

of proper literacy, some people can misuse goods or be a 

victim to deceptive tricks. Financial literate individuals 

are in a better place to access product suitability, 

alternative comparison and to match financial products 

with their financial objectives and risk tolerance. 

Knowledge of the modern financial products promotes 

informed investment in the formal financial markets and 

also promotes effective allocation of capital. 

4. Insurance and Retirement Planning 

Retirement planning and insurance are crucial parts of the 

long term financial health. Financial literacy would also 

help people know how insurance works when it comes to 

handling health, life, property, and loss of income risks. It 

also fosters the knowledge of retirement planning tools 

like pension plan and long term savings plans. In India, 

poor knowledge in regards to insurance cover and 

retirement product tend to lead to underinsurance or late 

retirement planning. The more financially literate a person 

is, the more chance they have of evaluating risk exposure, 

making the right insurance policy choices and starting to 

save towards retirement early. This makes them less 

vulnerable and reliant in the future in terms of finances in 

old age. Efficient insurance and retirement planning 

improves household financial stability and help to bring 

about economic stability by lessening the impact on the 

social welfare programs. 

Research Gap  

Although several studies have examined financial 

literacy, banking inclusion, and economic growth 

individually, limited empirical research has 

comprehensively analyzed the interlinkages among 

financial literacy, banking services, and economic 

growth in the Indian context, particularly at the micro 

level. Existing literature often focuses on financial 

inclusion initiatives or digital banking adoption without 

adequately assessing how variations in financial literacy 

influence the effective utilization of banking services and 

their broader economic implications. Moreover, many 

studies rely on secondary data or macro-level indicators, 

leaving a gap in understanding perceptions and behaviors 

at the individual level. There is also insufficient attention 

to demographic and experiential differences that may 

shape financial literacy outcomes. This study addresses 

these gaps by using primary data and a structured 

analytical approach to explore how financial literacy 

enhances banking service usage and contributes to 

economic growth, thereby offering context-specific 

insights relevant to India’s evolving financial landscape. 

Importance of the Study  

 

The importance of this study lies in its focus on 

understanding how financial literacy acts as a foundation 

for effective use of banking services and economic 

development in India. With rapid expansion of digital 

banking and financial inclusion programs, the ability of 

individuals to understand financial products has become 

critical. This study provides valuable insights for 

policymakers, banking institutions, and educators by 

highlighting the role of financial literacy in improving 

access to and utilization of banking services. It also 

contributes to academic literature by integrating financial 

literacy and banking services within an economic growth 

framework. The findings can support the design of 

targeted financial education programs and inclusive 

banking strategies, particularly for underserved 

populations. By identifying gaps in awareness and usage, 

the study helps in strengthening India’s financial 

ecosystem and promoting sustainable and inclusive 

economic growth. 

Statement of the Problem  

Despite significant progress in banking expansion and 

financial inclusion initiatives in India, a large segment of 

the population continues to face challenges in effectively 

utilizing banking services. Limited financial literacy 

remains a key barrier, preventing individuals from making 

informed financial decisions, accessing suitable banking 

products, and contributing productively to economic 

growth. While banks offer a wide range of services, lack 

of awareness and understanding often leads to 

underutilization or misuse of these services. This 

disconnects raises concerns about the actual impact of 

banking services on economic development. Therefore, 

the problem addressed in this study is the need to assess 

whether financial literacy adequately supports the 

effective use of banking services and how this relationship 

influences economic growth in India. Understanding this 

linkage is essential for improving policy interventions and 
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ensuring that banking services translate into tangible 

economic benefits 

Objective 

To examine the relationship between financial literacy, 

usage of banking services, and economic growth in India. 

Methodology 

Using a sample of 100 respondents selected through a 

simple random sampling technique, the study analyses 

how financial literacy influences access to and utilization 

of banking services and its perceived contribution to 

economic growth. Primary data were collected using a 

structured questionnaire, and appropriate statistical tools 

were employed for analysis.

 

Table 1: Difference in the perception according to the level of age and Literacy, Banking Services 

 

Age group N Mean Std. 

Deviation 

F value Sig. Experience N Mean Std. 

Deviation 

F Sig. 

 

 

 

 

2.106 

 

 

 

 

0.009 

Young 
45 1.89 .775 

5.502 0.004 

Below 5 

Years 

48 1.98 .668 

Middle  

28 2.29 .659 

5-10 Years 

47 2.15 .751 

Old  

27 2.15 .534 
Above 10 

Years 

5 2.20 .447 

Total 100 2.07 .700 Total 100 2.07 .700 

 

The analysis reveals a statistically significant difference 

in perceptions of banking services across age groups (F = 

5.502, p = 0.004), indicating that age influences how 

banking services are perceived. The middle-aged group 

reported the highest mean score (Mean = 2.29), suggesting 

a comparatively more favorable or informed perception of 

banking services. This may be attributed to their higher 

engagement with financial products, greater financial 

responsibility, and better adaptability to banking systems. 

The older age group followed with a mean of 2.15, 

reflecting moderate perceptions, possibly influenced by 

limited familiarity with digital banking and procedural 

complexities. In contrast, the younger age group 

recorded the lowest mean score (Mean = 1.89), indicating 

comparatively lower perception levels, which may stem 

from limited banking experience and lower financial 

literacy. Overall, the findings suggest that age and 

literacy levels play a significant role in shaping 

perceptions of banking services, highlighting the need 

for age-specific financial literacy programs and inclusive 

banking strategies to enhance understanding and 

accessibility across all age groups. 

The analysis indicates a statistically significant difference 

in the perception of banking services based on experience 

levels (F = 2.106, p = 0.009). Respondents with above 10 

years of experience reported the highest mean score 

(Mean = 2.20), suggesting a more positive and mature 

perception of banking services. This may be due to their 

prolonged interaction with banks, better understanding of 

procedures, and greater confidence in utilizing financial 

products. The group with 5–10 years of experience also 

showed a relatively favorable perception (Mean = 2.15), 

reflecting growing familiarity and improved financial 

literacy over time. In contrast, respondents with below 5 

years of experience recorded the lowest mean score (Mean 

= 1.98), indicating comparatively lower perception levels, 

possibly due to limited exposure to banking systems and 

lesser awareness of available services. Overall, the 

findings demonstrate that experience significantly 

influences perceptions of banking services, emphasizing 

the importance of customer education, guidance, and 

awareness initiatives targeted at less-experienced 

individuals to improve their engagement and satisfaction 

with banking services 

2. DISCUSSION 

The connection between being good with money using 

banks and the economy growing is very complicated. 

Knowing about money helps people use banks in a way 

and banks give people the tools they need to be part of the 

financial system. When you put these two things together 

people are able to save money invest, get loans and take 

part in the economy.. This does not happen on its own. It 

needs people in charge to keep working on it communities 

to get. Plans that take into account the differences between 

regions, cultures and social classes. Literacy and banking 
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services are important, for economic growth and they 

must work together to make a real difference. Financial 

literacy teaches people how to use banking services and 

banking services give people a way to manage their 

money. The Indian experience shows that we need to do 

two things to make things better. We need to improve the 

system that provides services like banking and digital 

payments. At the time we need to help people understand 

how to use these services by educating them. India has 

done a job of making sure more people have access to 

banking services. However many people still do not know 

how to use these services and some people do not have 

equal access to them. This is a problem. If we teach people 

about money and banking at the time we introduce new 

banking services the Indian economy will be stronger and 

will grow more. The Indian experience is an example of 

this. Financial education and new banking services are 

both important, for India. Literacy and banking services 

are really important for a country to grow economically. 

In India people have been working hard for the ten years 

to make these things better. We can see that more people 

are now using banking services.. To really make a 

difference and have economic growth that will last people 

like policymakers and bankers and teachers and 

community leaders need to work together to fix the 

problems that still exist with financial literacy and 

banking services.  

Implications for the Study  

The implications of this study are significant for 

policymakers, financial institutions, and educators. By 

establishing a clear relationship between financial 

literacy, banking services, and economic growth, the 

study provides evidence-based insights for strengthening 

financial education initiatives. For policymakers, the 

findings can inform the formulation of inclusive financial 

policies that prioritize literacy alongside access. Banking 

institutions can use the results to design customer-centric 

products and awareness programs that enhance service 

utilization. Educational institutions and training agencies 

may incorporate practical financial education modules to 

improve financial decision-making skills. Additionally, 

the study contributes to academic research by offering a 

holistic framework that integrates literacy, banking, and 

economic growth. These implications support the 

development of a financially informed population capable 

of contributing to sustained economic progress in India. 

Recommendations and Suggestions  

Based on the findings, it is recommended that financial 

literacy programs be strengthened through collaboration 

between government agencies, banks, and educational 

institutions. Banking institutions should conduct regular 

awareness campaigns and simplified training sessions to 

educate customers on banking products and digital 

services. Financial education should be integrated into 

school and college curricula to build long-term financial 

awareness. Policymakers should ensure that financial 

inclusion initiatives emphasize not only access but also 

understanding and usage. Banks may also adopt user-

friendly technologies and multilingual support to enhance 

accessibility. Continuous monitoring and evaluation of 

financial literacy programs are essential to measure their 

effectiveness. These measures will help bridge the gap 

between availability and effective utilization of banking 

services, thereby supporting inclusive economic growth. 

3. CONCLUSION  

This study concludes that financial literacy plays a pivotal 

role in shaping the effective utilization of banking services 

and, consequently, in supporting economic growth in 

India. The findings suggest that merely expanding 

banking infrastructure and access is insufficient unless 

individuals possess the knowledge and skills required to 

use financial services efficiently. Higher levels of 

financial literacy enhance individuals’ confidence in 

engaging with banking systems, leading to improved 

savings, investment, and financial planning behaviors. 

These outcomes contribute positively to economic 

development by promoting financial stability and 

inclusion. The study also highlights the need for targeted 

interventions that address literacy gaps across different 

demographic groups. By emphasizing education, 

awareness, and user-friendly banking practices, 

stakeholders can ensure that financial services deliver 

meaningful economic benefits. Overall, the research 

reinforces the importance of integrating financial literacy 

into national development strategies. Strengthening 

financial education and inclusive banking practices will 

not only improve individual financial well-being but also 

foster sustainable and inclusive economic growth in India 

.
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