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Abstract: -The study aims to investigate how demographic characteristics influence the level of financial
inclusion and to explore the relationship between financial inclusion and economic inequality in the tribal
community in Jammu and Kashmir. The study measured demographic attributes such as gender, age, marital
status, income, occupation, and education. Primary data was collected from the top four tribal districts in the
region using a well-structured questionnaire. The logit model was used to test the hypotheses. The findings from
the logistic regression analysis indicate that demographic characteristics significantly contribute to financial
inclusion. And the results demonstrate that financial inclusion has effects on economic inequality especially for
tribal populations. The study contributes to the development of financial inclusion in Jammu and Kashmir. The
implications of this study are significant for various stakeholders, including regional financial institutions, the
central government, and the local government in Jammu and Kashmir.Financial policymakers should take into
account the demographic characteristics of the tribal population when designing strategies to reduce financial
disparities. The large unbanked population in tribal areas presents an opportunity for banks to access new
markets. Therefore, it is recommended that financial policies be developed to promote financial inclusion, and
banks should actively reach out to low-income households in tribal regions. This not only fulfills their social
responsibility but also taps into a potential market. Overall, this study provides insights into the factors
influencing financial inclusion among the tribal community in Jammu and Kashmir and highlights the
importance of addressing financial disparities based on demographic characteristics. The findings have practical
implications for policymakers and financial institutions aiming to promote inclusive growth and reduce
economic inequality in the region.
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1. Introduction

Financial Inclusion has been recognized as an important condition for a strong financial system and sustainable
economic development by individual nations as well as global financial institutions [1]. The well-structured
financial system serves as a basic tool for providing an extensive range of banking services like savings, credit,
payments, and insurance products to a vast segment of the population [2]. Financial Inclusion enables access to
various financial services and is one of the key drivers to alleviating poverty and contributing to achieving
sustainable economic growth [3]; [4]; [5]. Financial Inclusion strengthens the productive assets of the poor by
enabling them to invest in new technologies, education, and health [6]. Such investments by the poor increase
their potential to achieve sustainable livelihoods [7]. Financial Inclusion is the process of ensuring access to
appropriate financial products and services needed by all sections of society in general and vulnerable groups
such as weaker sections and low-income groups in particular at an affordable cost fairly and transparently by
mainstream institutional players [8];[9]. Formal financial Inclusion begins with having a deposit or transaction
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account, at a bank or other financial service provider, for the purpose of making and receiving payments as well
as storing or saving money [2]. Which ultimately helps in increasing consumption, income, employment and
mental health [10] . An effective financial inclusion that provides equal opportunities to all individuals and
families can be a powerful driver for economic growth [11]. Financial Inclusion entails several benefits for poor
households. It provides them with opportunities to build savings, make investments, and access credit [12].

Several studies define the concept in terms of financial exclusion, which relates to the broader context of social
Inclusion [13]. For example, the exclusion of some groups and individuals from gaining access to the formal
financial system [14]. The world today knows the importance of a financially well-included society, but what is
equally essential to financial Inclusion are the key factors that lead to successful financial Inclusion [15]. Which
is not concerned with only a specific income or demographic group, but all of them [15]. The successes of
financial Inclusion necessitate the Inclusion of financially excluded and unbanked people under the purview of
the formal banking system [16] Providing financial services to the poor and vulnerable groups is a prerequisite
for employment, poverty reduction, economic growth, and social cohesion [16]. Financial Inclusion also
resulted in positive socio-economic benefits for individuals among the poor and marginalized sections of society
[17]. It also increased savings, particularly for those who reside in the poorest households in rural areas, which
contributes to the reduction of poverty and inequality [18]. Financial Inclusion can only improve the lives of
disadvantaged groups if the financial institutions are able to discern the requirements of these groups by
developing appropriate financial products [19]. Unfortunately, most rural communities, especially in developing
economies, are still financially excluded and are faced with a greater level of financial constraints [20]. To have
an efficient financial system, it is imperative that the underserved and underprivileged population in the rural
part of the countries are included during financial allocation and activities [20]. There is also a significant
disparity between the people of rural and urban areas in availing the services of the financial system [21].
Providing financial services has not been much of an issue in urban areas as it has been in rural areas [22]. This
is often attributed to higher transaction costs, risks, and a more unfavorable contracting environment, making it
more difficult for financial institutions to achieve and maintain sustainability in rural compared to urban areas
[23]. Ignoring this disparity may lead to social and political problems, generate regional development conflicts,
and negatively influence social stability [24]. Inequalities are persistently observed in terms of economic status,
education, skills, and employment across people of different social categories, castes, communities, regions, and
nations which is more intense among tribal societies [25]. The inequalities are perceived as deep-rooted and
acculturated among backward, hard-to-reach, and marginalized areas, e.g., in some tribal-dominated regions
[26]. The situation among marginalized or backward areas, e.g., tribal belts, requires an in-depth understanding,
especially in contrast with non-marginalized areas (Lahiri and Jha 2022). Communities in which a greater
proportion of members are banked are more likely to have higher incomes and better employment opportunities
[18].

Indian society is a glorious heritage of varied cultures, languages, and social identities, such rich diversity has
provided many blessings but, at the same time, brought significant challenges from the past [27]. It is worth
noting that Indian banking organizations in rural areas are significantly associated with an environment that
better enables them to provide access to basic financial products and services to financially excluded people
[28]. There are several socially deprived communities in India, among which tribal communities are the most
vulnerable ones [29]. schedule tribe or tribal population is one marginalized community in India, they have been
in long periods of isolation and deprivation in terms of development as well as living condition [21]. Indigenous
or tribal population refers to those people whose linguistic and cultural background is much different from the
mainstream, they are generally illiterate and backward, and they are weak to reap the benefits of modern
technology from the delivery system [30]. Scheduled Tribe population as they usually struggled to fulfill their
basic livelihood needs due to continuous economic exploitation by non-tribals [31]. They live in small-scattered
habitats in remote and inaccessible terrain, devoid of required infrastructure, such as road networks,
communication facilities, electricity, health, and educational amenities [32]. Tribal population lack social
interactions when compared with non-tribals [33]. Rural households also receive remittances more than urban
households [16].

2497



Tuijinlishu/Journal of Propulsion Technology
ISSN: 1001-4055
Vol. 44 No.6 (2023)

2. Literature review

Access to finance can reduce poverty and inequality, by giving poor households access to education and
business opportunities that result in increased income [34] and improves households’ prospects in the future
income distribution [35] Financial Inclusion strengthens the productive assets of the poor by enabling them to
invest in new technologies, education, and health [16]. Such investments by the poor increase their potential to
achieve sustainable livelihoods [36]. Studies have shown the importance of financial accesses to economic
growth and poverty reduction, as the unbanked population or groups often find it difficult to accumulate
savings, invest in income-generating projects, and build assets to protect against risks [37]; [38]. Financial
Inclusion is crucial for the Indigenous people since they often live in remote and rural areas and have limited
access to formal financial services. So it is essential to ensure that everyone, especially low-income people, has
access to crucial financial services in the established financial sector [39]. Financial inclusions have been found
to have a significant positive influence on households, firms, and countries, and there have been indications that
the income of poor and underprivileged households has increased during financial inclusivity. Poor people
especially the low-income population have been neglected by the formal financial institution and putting them
under the umbrella of financial Inclusion reduces these individuals’ vulnerability to poverty [41].

Over the years, from regional levels to World Banks all are taking initiatives to bring the unbanked population
into the banking net to fulfill the target of financial Inclusion [42]. But unfortunately, most rural communities,
especially in developing economies, are still financially excluded and are faced with a greater level of financial
constraints [43]. To have an efficient financial system, it is imperative that the underserved and underprivileged
populations in the rural part of the countries are included during financial allocation and activities [21]. There is
also a significant disparity between the people of rural and urban areas in availing the services of the financial
system [22] This is often attributed to higher transaction costs, higher risks, and a more unfavorable contracting
environment which makes it more difficult for financial institutions to achieve and maintain sustainability in
rural compared to urban areas [23]lgnoring this disparity may lead to social and political problems, generate
regional development conflicts, and negatively influence social stability[24]. The gap exists because rural
residents in remote mountainous areas are mainly excluded from opportunities because of the long distance from
financial institutions, in addition, the culture, education level, and customs of rural residents in different regions
are different, leading to different attitudes toward financial Inclusion [44].

A population's level of financial Inclusion is significantly influenced by demographic characteristics. Financial
Inclusion was determined by gender, education, age, income, place of residence, work status, and marital status,
according to the majority of researchers [45]. Age, gender, marital status, degree of education, and religion are
demographic variables that affect financial Inclusion [46]. Demographic factors like income, employment, and
education are significantly associated with owning a bank account [12]; [47].

3. Methodology
3.1 Survey instruments

The questionnaire was developed after a careful analysis of the demographic traits literature [46] and financial
inequality [16]; [47]. The demographic factors that were investigated included gender, age, marital status,
education level, earnings level, and employment.

3.2 Sampling and Survey Method

Four districts in Jammu and Kashmir have been chosen by the tribal population there for the collection of
primary data: Anantnag, Bandipora from Kashmir division, Poonch, and Rajouri from Jammu division. Using
the convenient sampling technique, a well-structured questionnaire was used to collect responses from the tribal
and non-tribal population. Krejice and Morgan (1970) calculated that 347 sample size from each of the four
districts were included in the calculation. We received 765 valid responses from the respondents. Because larger
samples are frequently more accurate at predicting unknown factors, the sample size for this study is higher than
that of Krejcie and Morgan's (1970) technique.
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Financial inequality was measured from financial Inclusion three variables were considered; ownership of an
account in a formal financial institution, savings from a formal financial institution and Borrowings from a
formal financial institution. Although this might not be the most representative list for financial inclusion
measures, this is in line with [2] Logit Model was used for this investigation. Since we are working with survey
data, the logit model is preferred over the probit model [16]

4. Results and Discussion

Table 1: Logit regression results

Ownership Savings Borrowings
Tribal Population Non-Tribal Tribal Population Non-Tribal Tribal Population Non-Tribal
Population Population Population
Variables | Logit Margin Logit Margin Logit Margin Logit Margin Logit Margin Logit Margin
coefficie | s coefficie | s coefficie | s coefficie | s coefficie | s coefficie | s
nt (dy/dx) nt (dy/dx) nt (dy/dx) nt (dy/dx) nt (dy/dx) nt (dy/dx)
Gender 0.54 0.08 0.11 0.11 1.81** 0.28** | 1.05** 0.12** | 2.11** 0.34** | 0.95** 0.12**
* * * * * * * *

-0.37 -0.05 0.38 0.04 -0.39 -0.06 0.32 0.04 -0.40 -0.06 0.32 0.04

Age - - 0.60** | 0.06** | - - 0.41** | 0.09%* | - - 0.41** | 0.05**
1.41%* | 0.20%* | * * 1.81** | 0.28** 1.88** | 0.30**

* * * * * *

-0.30 -0.04 0.23 0.02 -0.30 -0.04 0.20 0.02 -0.27 -0.03 0.19 0.02

Marital 3.08** | 0.44** | -0.85 -0.08 3.41*%* | 0.53** | -0.42 -0.05 3.13** | 0.50** | -0.42 -0.05

-0.48 -0.05 0.57 0.05 -0.49 -0.06 0.51 0.06 -0.49 -0.06 0.50 0.06

Occupati | -0.48** | - 0.002 0.0002 | - - -0.37*%* | - - - -0.33** | -
on 0.07** 0.82** | 0.13** 0.04** | 1.18** | 0.19** 0.04**

* * * * *

-0.19 -0.03 0.17 0.02 -0.18 -0.03 0.15 0.02 -0.19 -0.02 0.15 0.02

Educatio | -0.24 -0.03 0.49** | 0.05** | -0.36 -0.06 0.48** | 0.06** | - - 0.41** | 0.05**

n * * * * 0.63** 0.10** * *
* *

-0.22 -0.03 0.18 0.02 -0.23 -0.03 0.15 0.02 -0.24 -0.04 0.15 0.02

Income 1.43** 0.20** | 0.88** | 0.85** | 1.86** | 0.29** | 0.22* 0.02* 1.96** | 0.31** | 0.35** | 0.04**

* * * * * * * * * *

-0.32 -0.04 0.17 0.01 -0.32 -0.04 0.12 0.01 -0.31 -0.04 0.12 0.01

Wald 2 | 111.65*** 98.21*** 93.08*** 73.94*** 102.57*** 83.89***
(6)

Pseudo 0.23 0.27 0.28 0.18 0.30 0.19

R2

Our findings, which are summarized in Table 1, indicate that the gender of respondents has a favorable impact,
although one that is negligible. That is to say, gender is not a statistically significant driver of financial Inclusion
when it comes to ownership of a bank account in financial institutions in tribal as well as non-tribal respondents.
While the gender gap in terms of savings and borrowing from financial institutions is a positive and substantial
driver of financial Inclusion for both tribal and non-tribal population. From the logit results, it has been observed
that the male population in tribals as well as non-tribals are more likely to have savings and borrowings in
formal financial institutions. Gender disparities matter in financial choices. Therefore, we took gender into
consideration, and we came to the conclusion that it is not a statistically significant driver of financial Inclusion
when it comes to ownership of a bank account in financial institutions.
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According to Table 1, the findings imply that older respondents are less likely to be connected to financial
Inclusion than those in lower age groupings. This is the case when compared to all respondents. The first thing
that emerges from an analysis of our data is that the age of tribal respondents has a negative impact on their
ownership, savings, and borrowing behaviors within formal financial institutions. In terms of respondents'
ownership of bank accounts, savings, and borrowings from formal financial institutions, the findings are in line
with the theoretical expectations that were formulated prior to conducting the research. The findings indicate
that respondents in older age brackets are less likely to have ownership of a bank account, savings, or
borrowings from formal financial institutions than respondents in younger age brackets. This is the case for all
three measures. That is, older respondents are less likely to own a bank account at a formal, financial institution
(that is, 20% of older respondents are less likely to have bank account ownership), and older respondents are
also less likely to have savings at a formal, financial institution (that is, 28%). In a similar vein, 33% of
respondents who are older are less inclined to borrow from official financial organizations. While as in the non-
tribal population, 6%, 9%, and 5% of older respondents are more likely to have ownership, savings, and
borrowings respectively in financial institutions.

It has also been shown that marital status and income are favorable and important factors. That is, factors such
as marital status and income have a significant role in determining financial Inclusion.

After marriage, there is a 44 percent increase in the likelihood of having ownership, a 53 percent increase in the
likelihood of saving, and a 49 percent increase in the likelihood of borrowing money.

The findings for the tribal population show a significant and positive correlation between marital status and
ownership, savings, and borrowing from regulated financial institutions; in other words, after marriage, there is
an increase in ownership likelihood of 43%, savings likelihood of 53%, and borrowing likelihood of 50%. The
results also reveal no correlation between marriage and ownership, savings, or borrowing in a financial
institution for the non-tribal population.

For tribal respondents, occupation is negatively related to ownership, savings and borrowings, financial
inclusion indicators, or financial inequality. While for the non-tribal population, occupation, and borrowings are
negatively associated with financial Inclusion or financial inequality, further result shows that there is
insignificant relation with ownership in a formal financial institution. The results suggest that the unemployed
are less likely to have ownership, savings, and borrowings from financial institutions for tribal respondents. In
other words, among tribal respondents, 70% of unemployed respondents are less likely to have a bank account
in a formal financial institution. At the same time, as for the non-tribal population, the result shows an
insignificant relationship between ownership and occupation of respondents. Compared to the non-tribal
population, tribal respondents who are unemployed are less likely to have funds in a formal financial institution
(13%) than non-tribal respondents who are unemployed (4%). The results further suggests that 19% of
unemployed respondents are less likely to borrow money from established financial organizations in the tribal
population, and 4% are less likely to borrow from a formal financial institution in non-tribal respondents.

Similarly, education has a negative relationship for tribal and a positive association for non-tribal respondents
with ownership, savings, and borrowings from formal financial institutions. With a marginal impact parameter
estimate of roughly 0.10, tribal respondents with higher education levels are 10% more likely to borrow money
from a financial institution. In contrast, non-tribal respondents with higher education levels are 5% less likely to
borrow money from financial institutions.

The results further state that the higher the household's monthly income, the higher the probability of the
household being financially included. The relationship between income and ownership, saving, and borrowing
from regulated financial institutions is also favorable. The finding backs up a study by Kombo (2021), who
emphasized a favorable relationship between income and bank account ownership in a formal financial
institution. According to the results, a one-unit increase in income increases respondents' chances of having a
bank account at a formal financial institution by 85% for non-tribal respondents and 20% for tribal respondents.
For tribal and non-tribal respondents, the probability of saving with a formal financial institution was 29% and

2500



Tuijinlishu/Journal of Propulsion Technology
ISSN: 1001-4055
Vol. 44 No.6 (2023)

2%, respectively. The likelihood of borrowing money from the financial institution was 21% for tribal
respondents and 4% for non-tribal respondents.

5. Conclusion

This study’s goal was to investigate how demographic factors affect how financially included tribal and non-
tribal populations of Jammu and Kashmir are. Gender, age, marital status, income, occupation, and education
were all considered while measuring demographic characteristics. Using a carefully constructed questionnaire,
the primary data were gathered from the top four tribal districts in the Jammu and Kashmir area. According to
the logit regression results, demographic attributes significantly impact financial inclusion for both tribal as well
as for non-tribal populations. However, the result shows also a significant disparity in terms of financial
inequality or inter group disparity or gap between these two.
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