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Financial inclusion is essential for promoting inclusive economic growth by ensuring access to affordable and secure 
banking services. Small Finance Banks (SFBs) play a significant role in extending financial services to underserved 
sections of society. This study examines the impact of Reserve Bank of India (RBI) regulatory provisions on customer 
security in Small Finance Banks in the context of financial inclusion. The study is based on primary data collected from 
410 respondents using descriptive research and stratified random sampling. Mean score analysis and correlation 
analysis were used to examine customer perceptions regarding fraud protection, data privacy, cybersecurity, 
transparency, and grievance redressal. The findings indicate that customers generally perceive RBI regulatory 
provisions positively. Transparency recorded the highest mean score of 5.47 out of 7, while grievance redressal recorded 
the lowest score of 4.91. The reported correlation coefficient of 0.789 indicates a strong positive relationship between 
regulatory provisions and customer perceptions of security. The study highlights the importance of effective regulatory 
implementation, improved grievance redressal, and customer awareness in strengthening trust in Small Finance Banks. 
These measures can contribute to secure banking practices and support the broader objective of financial inclusion.
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INTRODUCTION 
Financial inclusion is an essential component of inclusive 
economic growth, as it ensures access to affordable and 
appropriate financial services such as savings accounts, 
credit, insurance, and payment facilities. It plays a significant 
role in reducing poverty, improving living standards, 
promoting entrepreneurship, and integrating economically 
weaker sections into the formal financial system. Researchers 
such as Sarma and Pais (2011) and Neaime and Gaysset (2018) 
have examined the relationship between financial inclusion, 
economic development, poverty, and inequality, highlighting 
its importance for sustainable economic progress.

The development of digital technologies has further 
transformed the delivery of financial services. Mobile 
banking, internet connectivity, and digital payment systems 
have created opportunities to reach underserved 
populations, particularly in developing economies. Evans 
(2018) examined the role of internet access and mobile 
phones in promoting financial inclusion in Africa, while 
Fungá�ová and Weill (2015) explored the factors associated 
with financial inclusion in China. These studies highlight the 
importance of technological accessibility, institutional 
support, and the availability of appropriate financial services 
in expanding financial participation.

In India, Small Finance Banks (SFBs) have emerged as 
important institutions for promoting financial inclusion by 
providing banking services to underserved individuals, 
small businesses, micro-enterprises, farmers, and 
economically weaker sections. Their role extends beyond 
providing basic banking facilities to encouraging savings, 
facilitating credit access, and supporting entrepreneurial 
activities. Studies by Khan (2018), Kittu and Chittawadagi 
(2018), Ravikumar (2019), and Kumar (2024) have discussed 
the opportunities and challenges associated with Small 
Finance Banks and their contribution to inclusive economic 
growth.

Literature Review
Sarma and Pais (2011), in their study Financial Inclusion and 
Development, examined the relationship between financial 
inclusion and development. Their work provides a foundation 
for understanding financial access as an important 
component of economic progress. Similarly, Neaime and 
Gaysset (2018) investigated financial inclusion and financial 
stability in the Middle East and North Africa region, with 
particular reference to poverty and inequality. Their research 
highlights the importance of examining financial inclusion 
alongside broader socioeconomic outcomes.

Mishra (2022), in Exploring the Transformative Impact of 
Financial Inclusion on the Indian Economy, discussed the 
significance of financial inclusion in the Indian economic 
context. The study provides a perspective on how access to 
formal financial services can contribute to economic 
participation and development. Ozili (2020), through a review 
of financial inclusion research worldwide, examined the 
broader development of the field and its emerging research 
themes.

Evans (2018), in Connecting the Poor: The Internet, Mobile 
Phones and Financial Inclusion in Africa, explored the 
relevance of digital connectivity and mobile technology in 
expanding financial access. The study highlights the 
importance of technological infrastructure in reaching 
financially underserved populations.

Fungácová and Weill (2015), in Understanding Financial 
Inclusion in China, examined financial inclusion in the 
Chinese context. Their work contributes to understanding the 
factors that influence individuals' participation in the formal 
financial system. Kabakova and Plaksenkov (2018), through 
their ecosystem-based analysis of factors affecting financial 
inclusion, emphasised the relevance of considering multiple 
interconnected factors rather than examining financial 
access in isolation.

Kittu and Chittawadagi (2018), in Role of Small Finance Banks 
in Inclusive Growth of Our Economy, focused on the 
contribution of Small Finance Banks to inclusive economic 
growth. Their work is relevant for examining how specialised 
banking institutions can extend financial services to 
underserved sections of society.

Research Gap
The reviewed literature addresses several dimensions of 
financial inclusion, including digital connectivity, institutional 
policies, economic development, and the role of Small 
Finance Banks. However, the references considered here also 
indicate the need for further focused research on the 
relationship between regulatory provisions and the 
performance of Small Finance Banks in India.

In particular, further empirical investigation is required into 
how regulatory provisions influence customer security, data 
privacy, cybersecurity, transparency, and grievance 
redressal, alongside the financial performance of these 
institutions. Examining these dimensions can help establish 
whether regulatory measures strengthen customer 
confidence while supporting the broader objectives of 
financial inclusion.
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Research Objective
Ÿ To analyze the impact of regulatory provisions by the 

Reserve Bank of India on the financial performance of 
Small Finance Banks in the context of financial inclusion.

Ÿ To assess the impact of Reserve Bank of India (RBI) 
regulatory provisions on customer security, data privacy, 
and grievance redressal mechanisms in Small Finance 
Banks.

Research Hypothesis 
Ho: Regulatory provisions by the Reserve Bank of India have a 
significantly negative impact on the security aspects of 
customers of Small Finance Banks.
H : Regulatory provisions by the Reserve Bank of India have a 1

significantly positive impact on the security aspects of 
customers of Small Finance Banks.

Research Methodology
Type of Research:- Descriptive Research
Sampling Techniques:- Stratified Random Sampling
Methodology:- Primary data collection was done from Small 
Finance Bank Customers 
Sample Size:- 410
Statistical Test:- Mean Description and Correlation Analysis to 
test the relationship
Scope of Study:- The functional scope of study is confined to 
Small Finance Bank officers in Pune City. 

Data Analysis and Hypothesis Testing

Findings of the Study
Ÿ Customers perceive RBI regulations positively regarding 

fraud protection, data privacy, cybersecurity, and 
transparency, with mean scores above 5.30 out of 7.

Ÿ Transparency received the highest mean score of 5.47, 
while grievance redressal received the lowest score of 
4.91.

Ÿ The correlation coefficient (\(R = 0.789\)) indicates a 
strong positive relationship between RBI regulatory 
provisions and customer perceptions of security.

Ÿ Improved grievance redressal and customer awareness 
are necessary to strengthen customer confidence.

Future Scope of the Study
Ÿ The study can be extended to other states and districts for 

broader comparison.
Ÿ Future research can compare Small Finance Banks with 

commercial and cooperative banks.
Ÿ Further studies can examine digital banking fraud, 

cybersecurity, and grievance redressal effectiveness.
Ÿ Researchers can explore the relationship between RBI 

regulations and financial performance indicators.

Conclusion of the Study
The study indicates that customers generally perceive RBI 
regulatory provisions positively, particularly in terms of 
transparency, fraud protection, and cybersecurity. However, 
grievance redressal requires further improvement. Effective 
implementation of RBI regulations, enhanced customer 
awareness, and stronger security measures can improve 
customer confidence and support financial inclusion through 
Small Finance Banks.
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