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Abstract: This study explores the financial literacy on the banking behavior of smallholder farmers, emphasizing the
role of institutional support in improving financial inclusion. By examining key factors that enhance or hinder access to
banking services, the research identifies systemic barriers and opportunities within agricultural finance. Additionally, it
investigates how financial literacy influences farmers’ ability to better understand banking systems, secure loans, and
optimize financial resources. Results reveal that while increased bank outreach improves accessibility, financial literacy
remains a critical determinant of effective banking usage. Strengthening literacy programs, streamlining financial
services, and leveraging digital banking solutions can bridge existing gaps, ensuring greater financial participation and
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I. INTRODUCTION

Agriculture is a vital sector for Bangladesh, providing
livelihoods for a large segment of its population. In 2022,
approximately 45.33% of the nation's workforce was directly
involved in agriculture, and the sector contributed around
11.38% to the gross domestic product (GDP) in FY23.
Historically, its influence has been even higher, around 16%.
The sector is dominated by smallholder farmers, who
constitute about 85% of the farming community. These
farmers are predominantly vulnerable to economic shocks and
the increasing effects of climate change. Despite the crucial
role of agriculture, a persistent challenge remains: limited
access to formal financial services for farmers. This lack of
access often forces them to rely on high-cost informal sources
of credit, hindering their ability to invest in productivity-
enhancing inputs and technologies.

Rural banking serves as a cornerstone for bridging
financial gaps within agricultural communities, particularly in

countries like Bangladesh, where agriculture is a critical
economic driver. Despite its importance, smallholder farmers
often face challenges in accessing formal financial services, a
gap that undermines productivity and resilience in rural areas.
Existing literature offers valuable insights into the
transformative potential of rural banking to address these
challenges. Dowla (2006) highlights the role of Grameen Bank
in building social capital, fostering financial inclusion through
trust and community networks. Aziz and Naima (2021)
underscore the importance of digital financial inclusion,
emphasizing how technological advancements can enhance
accessibility for underserved populations. Rahman et al.
(2015) examine the role of social capital in sustainable
practices, shedding light on how community cohesion
complements institutional interventions.

While progress has been made, systemic barriers persist.
Uddin et al. (2017) identify high transaction costs and limited
branch penetration as significant obstacles, while Dutta and
Banerjee (2018) explore the unintended consequences of
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microfinance on entrepreneurial ventures among rural women
borrowers. Akhter and Cheng (2020) delve into the
empowerment potential of microcredit, illustrating its
transformative impact on rural women's livelihoods despite
cultural and structural barriers. Further, Azad and Pritchard
(2023) explore the interplay of bonding, bridging, and linking
social capital as critical elements in resilience-building,
particularly in the context of climate risks.

This study sets out to investigate the role of rural banking
in overcoming these challenges, focusing on its ability to
provide accessible and sustainable agricultural finance in
Bangladesh. By analyzing the interplay between financial
institutions, community networks, and government initiatives,
this research aims to recognize strategies that not only bridge
financial gaps but also empower smallholder farmers to drive
equitable and sustainable rural development. Building upon
the insights of prior studies, this exploration seeks to
contribute to the growing discourse on rural financial systems
as catalysts for transformation in agricultural economies.

Additionally, while studies have emphasized systemic
barriers like high transaction costs and limited branch
penetration, they seldom explore region-specific variations or
propose context-driven, actionable policy recommendations
tailored to the unique challenges of smallholder farmers in
different regions of Bangladesh.

II. LITERATURE REVIEW

Rural banking plays a transformative role in bridging
financial gaps for agricultural communities in Bangladesh, a
country where agriculture remains a cornerstone of the
economy, employing nearly 45% of the workforce wand
contributing significantly to GDP. Aziz and Naima(2021)
emphasize the potential of digital financial inclusion- in
enhancing access to banking services for underserved rural
populations. This aligns with Hasan et al. (2023), who
highlight the critical role of digital financial literacy in
empowering women entrepreneurs and fostering inclusive
growth. These findings underscore the importance of
leveraging technology to expand rural banking outreach.

Rural banking plays a transformative role in addressing
financial gaps for agricultural communities in Bangladesh, a
nation where agriculture employs nearly 45% of the workforce
and contributes significantly to GDP. Aziz and Naima (2021)
emphasize that "the growth of digital financial inclusion
provides a unique opportunity to deliver affordable and
convenient banking services to marginalized rural
communities." Similarly, Hasan et al. (2023) highlight the
significance of digital financial literacy, stating that
"enhancing digital competence among rural entrepreneurs,
especially women, fosters inclusive growth and financial
empowerment." These studies underscore the crucial role of
technology in expanding banking outreach across underserved
rural areas. The pioneering efforts of institutions like Grameen
Bank and BRAC have been instrumental in addressing
financial exclusion. Dowla (2006) illustrates how Grameen
Bank has built social capital, fostering trust and resilience
among rural communities. Similarly, Shawon (2025) explores
the entrepreneurial and socia 1 dimensions of microfinance,

emphasizing its contribution to rural financial progress.
However, despite these advancements, Uddin et al. (2017)
identify systemic barriers such as high transaction costs and
limited branch penetration, which continue to hinder financial
accessibility in remote areas. Institutions like Grameen Bank
and BRAC have been trailblazers in combating financial
exclusion. Dowla (2006) illustrates that "Grameen Bank's
group-based microcredit system fosters trust and builds social
capital, which has proven essential for achieving financial
inclusion in rural communities." Likewise, Shawon (2025)
points out that microfinance initiatives contribute to "the
economic empowerment of rural populations, bridging the
financial gaps that hinder their progress." Despite these
successes, Uddin et al. (2017) caution that "the sustainability
of rural financial systems is challenged by high transaction
costs and limited branch penetration in remote regions,"
highlighting the need for systemic improvements.

Gender inclusion remains a critical challenge in rural
banking. Aregu et al. (2018) and Pahlevan Sharif et al. (2023)
advocate for tailored financial solutions to bridge the gender
gap, emphasizing the necessity for targeted interventions to
empower women farmers and entrepreneurs. These insights
are particularly relevant in the framework of Bangladesh,
where cultural and structural barriers often limit women's
access to financial resources. Gender inclusion remains a
critical challenge within rural banking systems. Aregu et al.
(2018) assert that "women in rural areas often face structural
and cultural barriers, which hinder their access to banking
services," while Pahlevan Sharif et al. (2023) argue for
"tailored financial solutions that empower women farmers and
entrepreneurs to overcome these disparities." Akhter and
Cheng (2020) reinforce the transformative impact of
microcredit, noting that "targeted financial programs have
significantly improved the socioeconomic status of rural
women in Bangladesh."

The role of rural banking in sustainable agricultural
practices is vital. Rahman et al. (2008) highlight that "access
to institutional finance enables farmers to adopt agroforestry
systems, enhancing both their livelihoods and environmental
sustainability." Furthermore, Ma and Rahut (2024) argue that
"financial accessibility is essential for the widespread adoption
of climate-smart agricultural practices, which are key to
resilience and sustainable development in rural communities."

Institutional contributions to rural finance are pivotal for
bridging financial gaps. Mujeri (2015) evaluates that "targeted
interventions by financial institutions have improved access
for poor and underserved communities, but systemic
challenges persist." Zheng et al. (2021) emphasize the
importance of green finance, stating that "financial institutions
must prioritize environmentally sustainable investments to
address both economic and ecological needs." Bangladesh
Bank's (2020) sustainable finance policies further reinforce
these points by promoting strategies for greater financial
accessibility.

Despite these improvements, significant challenges endure.
Mondal et al. (2010) note that "inadequate financial literacy
and the complexity of loan procedures deter smallholder
farmers from accessing formal banking services." Similarly,
Islam and Walkerden (2022) highlight that "financial
resilience in disaster-prone areas relies heavily on tailored
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interventions that address both economic and social
vulnerabilities." Addressing such barriers is crucial to
enhancing the efficacy of rural banking systems.

From a policy perspective, Ahmed et al. (2015) stress the
importance of aligning financial systems with sustainable
development goals, highlighting that "inclusive financial
practices are central to achieving equity and resilience in rural
economies." Roy and Patro (2022) advocate for addressing
gender disparities, stating that "a systemic approach is needed
to close the gender gap in financial accessibility and empower
marginalized populations."

Social capital also plays a dynamic role in enabling
financial inclusion and resilience. Azad and Pritchard (2023)
emphasize that "bonding, bridging, and linking social capital
are mutually reinforcing elements essential for enhancing
adaptive capacity in rural Bangladesh." This is complemented
by Rahman et al. (2015), who assert that "community-driven
collective actions supported by social capital are critical for
sustainable livelihoods."

Financial literacy and management play a key role in
empowering rural communities. Kyeyune and Ntayi (2025)
explore how enhancing financial literacy can contribute to
sustainable development, providing lessons that are highly
relevant to Bangladesh's rural banking landscape. Establishing
innovative financial mechanisms is equally critical, as Khatun
et al. (2021) discuss the potential of blended finance models
involving climate funds to address financing gaps in
Bangladesh's agricultural sector.

Beyond Bangladesh, Saint Ville et al. (2016) emphasize
the role of social capital in facilitating knowledge flows and
innovation among smallholder farming communities, offering
comparative insights that could inform rural banking practices
in Bangladesh. Collectively, these studies underscore: the
multifaceted challenges and opportunities associated with
rural banking in bridging financial gaps, highlighting the need
for targeted interventions, institutional innovation, and policy
alignment to empower agricultural communities in
Bangladesh effectively.

This wealth of insights from diverse studies collectively
underscores the multifaceted role of rural banking in bridging
financial gaps, fostering financial accessibility, and promoting
sustainable  development in  Bangladesh.  Targeted
interventions, institutional innovation, and robust policy
alignment remain essential for empowering agricultural
communities effectively.

RESEARCH GAP

While existing studies have extensively examined the role
of social capital, digital inclusion, and institutional barriers in
rural banking, there remains a critical gap in understanding
how the interplay between financial literacy and digital
financial services influences the effective utilization of
agricultural credit by smallholder farmers in Bangladesh.
Specifically, previous research has largely focused on either
financial literacy or digital inclusion in isolation, neglecting
the potential synergistic effects of these two factors in
enhancing access to and use of formal financial services.

OBJECTIVE

The objectives of this review paper are as follows:

v' Identify the Key Factors Enhancing or Hindering Financial
Accessibility for Smallholder Farmers.

v Examine the Role of Financial Literacy in Enhancing the
Effective Use of Banking Services Among Farmers.

1. METHODOLOGY

This study follows a research approach to Identify the key
factors enhancing or hindering financial accessibility for
smallholder farmers. The study utilizes secondary data,
collected over the last decade, tracking indicators such as
financial literacy rates, bank account ownership, transaction
frequency, loan uptake, and mobile banking adoption. To
ensure statistical accuracy, the dataset is structured with
independent variables such as financial literacy scores and
control variables including income levels, geographic location,
and education level. The analysis employs correlation methods
to strength and direction of the relationship between financial
literacy (independent variable) and banking service usage
(dependent variable). Furthermore, regression analysis is
conducted to measure the impact of financial literacy on bank
account ownership and transaction frequency. Data are
collected from secondary sources from Annual Reports from
Bangladesh Bank, commercial and specialized banks, Govt
news bulletins, previously conducted research papers.

IV.RESULT AND DISCUSSION

FACTORS HINDERING FINANCIAL ACCESSIBILITY
FOR SMALLHOLDER FARMERS IN BANGLADESH:
PRIMARY SOURCES OF CREDIT FOR FARMERS

Farmers in Bangladesh have access to credit from
numerous sources, which can be broadly categorized into
formal, semi-formal, and informal sectors.

The formal sector includes specialized banks like
Bangladesh Krishi Bank (BKB) and Rajshahi Krishi Unnayan
Bank (RAKUB), which have historically played a significant
role in disbursing agricultural credit. BKB, in particular, has
been a prime source of formal agricultural credit. State-Owned
Commercial Banks (SOCBs) such as Sonali, Agrani, Janata,
and Rupali also participate in providing agricultural credit.
Over time, Private Commercial Banks (PCBs) and Foreign
Commercial Banks (FCBs) have been increasing their
contribution to agricultural finance, with PCBs holding the
largest share in recent years. Additionally, Microfinance
Institutions (MFIs) and Non-Governmental Organizations
(NGOs) are primary sources of loans for a substantial
percentage of households, accounting for 63.28% in 2017, and
possess a strong network across the country.

The semi-formal sector includes entities like the Palli
Karma-Sahayak Foundation (PKSF), which is also involved in
providing rural credit, and the Bangladesh Rural Development
Board (BRDB), which disburses credit from its own funds.
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Despite the growth of formal and semi-formal channels,
the informal sector remains a significant source of credit for
farmers, especially small and marginal ones who face barriers
to accessing formal finance. This sector comprises
moneylenders, traders, village shopkeepers, landlords,
relatives, and friends. While readily accessible, credit from
informal sources often comes with high interest rates and less
favorable terms.

EXISTING FINANCIAL INFRASTRUCTURE IN RURAL
AREAS

The financial infrastructure in rural Bangladesh has been
evolving to enhance accessibility. Nearly half of the total bank
branches in the country (11,284 nationwide) are located in
rural areas. Banks like Bank Asia have been expanding their
reach through branch networks, with 136 branches. Agent
banking has observed rapid growth, with around 80% of the
21,601 agent banking outlets situated in rural areas. Mobile
Financial Services (MFS) have also gained widespread
adoption in rural Bangladesh, complementing the efforts of
MFTIs, which have extensive networks predominantly serving
these areas. This multi-faceted infrastructure, combining
traditional branches with branchless banking models and
digital services, aims to improve financial inclusion in rural
Bangladesh.

FY23 (TK FY24 (July-Jan)
Indicator Crores) (TK Crores)
Disbursement Target 30811 35000
Actual Disbursement 32829.89 21153.85
Recovery 33010.09 20310.59
Outstanding Balance
(End) 52704.45 55634.92
Overdue (End) 6541.39 9031.63
Overdue as % of
Outstanding 12.41 16.23

Source: Bangladesh Bank Annual Reports
Table 1: Bangladesh Bank Annual Reports: Key Agricultural
Finance Metrics for FY23 and FY24 (July—January)

DISBURSEMENT
DISBURSEMENT

TARGET VS. ACTUAL

The target for FY24 was set at TK 35,000 Crores, higher
than FY23’s TK 30,811 Crores. However, the actual
disbursement in FY24 (July-Jan) is significantly lower (TK
21,153.85 Crores) compared to FY23’s full-year disbursement
of TK 32,829.89 Crores. Loan disbursement has slowed down
in FY24, potentially due to tighter lending policies, economic
uncertainty, or reduced demand for credit.

LOAN RECOVERY & OUTSTANDING BALANCE

Recovery in FY23 was TK 33,010.09 Crores, slightly
exceeding total disbursement. FY24's loan recovery so far is
TK 20,310.59 Crores, lower than last year’s corresponding
figure, which suggests delayed payments or difficulty in
repayment. The outstanding balance has increased from TK

52,704.45 Crores in FY23 to TK 55,634.92 Crores in FY24,
indicating higher loan dependency or lower repayment rates.

OVERDUE & RISK ASSESSMENT

The overdue amount has jumped from TK 6,541.39 Crores
in FY23 to TK 9,031.63 Crores in FY24, showing a significant
rise in unpaid loans. Overdue as % of Outstanding Balance
increased from 12.41% to 16.23%, signaling higher financial
stress among borrowers.

METRICS FOR MEASURING THE IMPACT

The impact of bank outreach on agricultural finance
accessibility in Bangladesh can be assessed through several
key metrics. Loan disbursement volume and growth are
important indicators, showing the extent to which formal
credit is reaching the agricultural sector. Agricultural credit
disbursement in Bangladesh has seen a significant increase
over the years, reaching BDT 328.30 billion in the fiscal year
2023. This growth suggests an improving trend in the overall
availability of agricultural finance through formal channels.

The number of farmers participating in formal credit
programs is another crucial metric. In FY14, around 3.3
million farmers in Bangladesh received agricultural and rural
credit, and this number increased to 3,304,811 in FY23. While
these figures represent a substantial number of beneficiaries,
they still constitute a minority of the total farming population
inw Bangladesh, indicating that there is room for further
expansion of outreach efforts.

Financial inclusion rates in rural agricultural communities
provide a broader perspective on accessibility. These rates
have been on the rise in Bangladesh, partly attributed to the
expansion of agent banking and mobile financial services,
which have made financial services more readily available in
rural areas. The increasing financial inclusion rates suggest
that bank outreach programs, particularly those leveraging
digital channels, are effectively bringing more farmers into the
formal financial system.

Loan recovery rates in the agricultural sector are also a
significant indicator of the sustainability and effectiveness of
these programs. Recovery rates for agricultural loans in
Bangladesh are commonly high, often exceeding 90%. These
high recovery rates portrait that agricultural lending can be a
viable and less risky business for financial institutions than
often perceived, potentially encouraging them to expand their
outreach efforts in this sector.

Metric FY14 FY23 Trend
Agricultural Credit
Disbursement (BDT 160.37 || 328.30 || Increasing
Billion)
Farmers Receiving Agri
Credit (Millions) 33 | 330 | Stable
Rural Financial Inclusion || Data . .
. Increasing|| Increasing
Rate varies
Agricultural Loan ~90% Data Generally
Recovery Rate ’ varies High

Source: Bangladesh Bank Annual Reports (FY: 2014-2023)
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Table 2: Trends in Agricultural Credit and Financial
Inclusion Metrics in Bangladesh (FY14 vs FY23)

Despite the progress, challenges remain, particularly
concerning access for smallholder and marginal farmers, who
often lack the collateral required by formal institutions. Issues
such as low financial literacy, infrastructural limitations in
rural areas, and the need for more streamlined loan processes
continue to impede widespread accessibility. However, the
high loan recovery rates observed in the agricultural sector
suggest that lending to farmers can be a viable and sustainable
business for financial institutions, encouraging further
outreach and investment in this sector.

V. FACTORS EFFECTING BANK OUTREACH

DEFINING FINANCIAL ACCESSIBILITY IN THE

CONTEXT OF SMALLHOLDER FARMERS IN
BANGLADESH
Financial accessibility for smallholder farmers in

Bangladesh refers to their ability to utilize a range of
affordable and suitable financial services and products that
meet their specific needs. These services are crucial for
various aspects of their agricultural activities and overall well-
being. Key financial products and services relevant to
smallholder farmers in Bangladesh include:

Agricultural Credit/Loans: Essential for purchasing inputs
like seeds, fertilizers, and equipment, and for managing
farming expenses. Various schemes and institutions, including
formal banks, specialized agricultural banks, and microfinance
institutions (MFTIs), provide agricultural credit in Bangladesh.

Savings Facilities: Allow farmers to save money for future
investments, emergencies, and to manage income fluctuations.
Agent banking and mobile financial services have expanded
access to savings accounts in rural Bangladesh.

Insurance: Protects farmers against risks such as crop
failure due to natural disasters or weather-related events.
Weather index insurance and other agricultural insurance
products are becoming increasingly relevant in Bangladesh.

Payment and Transaction Services: Facilitate the buying of
inputs and selling of produce, with digital payment systems
playing a growing role. Mobile financial services (MFS) have
gained popularity for their convenience and accessibility in
rural Bangladesh.

Financial Literacy and Training: Essential for farmers to
understand and utilize financial products effectively.

The availability, affordability, and suitability of these
financial services are crucial for enhancing the financial
accessibility of smallholder farmers in Bangladesh.

FACTORS ENHANCING FINANCIAL ACCESSIBILITY
FOR SMALLHOLDER FARMERS IN BANGLADESH

Several factors contribute to improving financial
accessibility for smallholder farmers in Bangladesh. Such as:

Government Policies and Initiatives: The government of
Bangladesh, through the Bangladesh Bank, has implemented
policies to promote agricultural credit and financial inclusion.
These include setting targets for agricultural loan

disbursement by banks, offering refinancing schemes, and
mandating a minimum percentage of loans to be disbursed
directly to farmers. Initiatives like lowering the minimum
deposit for farmers' bank accounts to BDT 10 aim to
encourage financial inclusion.

Agent Banking: The introduction of agent banking in 2013
has significantly expanded the reach of financial services to
rural and unbanked populations in Bangladesh. Local agents,
including individuals and small businesses, offer essential
banking services such as deposits, withdrawals, and loan
distribution. Their presence significantly enhances the
accessibility and convenience of financial services for people
in remote regions.

The rapid growth in mobile phone usage has fueled the
expansion of Mobile Financial Services (MFS), allowing
farmers to manage financial transactions, receive payments,
and access various services through their phones. Platforms
like bKash and Nagad have gained widespread popularity due
to their user-friendly interfaces and extensive agent networks,
making financial services more accessible.

Role of NGOs and Microfinance Institutions (MFIs):
NGOs and MFIs have a significant presence in rural
Bangladesh and play a vital role in providing financial
services, particularly microcredit, to smallholder farmers who
may not have access to formal banking. They often offer
simpler loan application processes and have a greater presence
at'the grassroots level.

Farmer Producer Organizations (FPOs) and Cooperatives:
Supporting and strengthening FPOs and cooperatives can
enhance farmers' access to finance, markets, and other
resources through collective action. These organizations can
act as intermediaries, facilitating access to credit and
improving farmers' bargaining power.

Technological Innovations: Beyond MFS, other
technological innovations, such as Al-based solutions for
grain assessment and digital platforms connecting farmers to
markets and financial services, are emerging to improve
efficiency and transparency in agricultural finance.

Despite the progress, several factors continue to hinder
financial accessibility for smallholder farmers in Bangladesh:

Lack of Collateral: A major obstacle is the lack of
traditional collateral, such as land titles, which formal
financial institutions often require to secure loans. Many
smallholder farmers lack formal land ownership or other
assets that meet the banks' requirements.

High Transaction Costs: Financial institutions face high
operational costs in serving small, dispersed rural populations,
including the logistics of reaching remote areas and the
expense of agricultural lending expertise. These costs can be
passed on to farmers or discourage institutions from lending to
them.

Limited Financial Literacy: Many smallholder farmers
have low levels of financial literacy, making it difficult for
them to understand loan terms, navigate application processes,
and manage their finances effectively. This can lead to
hesitancy in approaching formal financial institutions and a
greater reliance on informal sources.

Remote Locations and Infrastructural Challenges: The
remoteness of many farming communities and the lack of
adequate infrastructure, including transportation,
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communication, and internet connectivity, pose significant
barriers to accessing financial services. Limited physical
connectivity and underdeveloped technological frameworks
hinder the seamless delivery of financial services.

Information Asymmetry: A lack of information sharing
and understanding between farmers and financial institutions
can impede access to finance. Financial institutions may
perceive agricultural lending as high risk due to insufficient
information about farmers' income and repayment capacity.

TIATIVES IN BANGLADESH

Several initiatives in Bangladesh have shown success in
improving financial accessibility for smallholder farmers.
Such as:

Microfinance Programs: Organizations like Grameen Bank
and BRAC have pioneered microfinance models that provide
small loans and other financial services to rural populations,
including farmers, often without requiring traditional
collateral. These programs have demonstrated positive impacts
on agricultural productivity and household income.

Agent Banking Expansion: The rapid growth of agent
banking has enabled banks to reach previously unbanked rural
communities, offering a range of financial services through
local agents. This has significantly improved access to
deposits, withdrawals, and remittances in rural areas.

Mobile Financial Services (MFS): Platforms like bKash
and Nagad have facilitated digital transactions, making
payments and money transfers more convenient for farmers,
especially in areas with limited banking infrastructure.

Public-Private = Partnerships:  Initiatives  invelving
collaboration between government agencies, financial
institutions, NGOs, and technology providers are<helping to
develop and scale up financial solutions for smallholder
farmers.

Technology-Enabled Solutions: The use of mobile apps
and digital platforms to provide farmers with information,
market access, and financial services is growing, with
examples like iFarmer connecting farmers with financing and
markets.

FINANCIAL INSTITUTIONS AND THEIR CHALLENGES
IN BANGLADESH

Financial institutions, including banks and non-banking
financial companies, are essential for providing financial
services to smallholder farmers in Bangladesh. However, they
face several challenges in effectively serving this segment.
Such as; Lending to smallholder farmers is often seen as risky
due to factors like weather dependence and market volatility,
with potentially low returns due to small loan sizes. Many
financial institutions lack the specialized knowledge and
understanding of the agricultural sector needed to assess and
manage risks effectively. High transaction costs associated
with serving remote and dispersed rural populations, coupled
with inadequate infrastructure, make it challenging for
financial institutions to expand their outreach. Traditional
collateral requirements often exclude smallholder farmers who
lack formal land titles or other acceptable assets.

Despite these challenges, financial institutions have a
crucial role in supporting the development of smallholder
agriculture by providing access to finance that can improve
productivity, increase income, and enhance resilience.
Leveraging digital technologies, building partnerships, and
developing tailored financial products are key strategies for
financial institutions to engage with this vital sector.

ROLE OF FINANCIAL LITERACY IN ENHANCING THE
EFFECTIVE USE OF BANKING SERVICES AMONG
FARMERS

The agricultural sector forms the bedrock of Bangladesh's
economy, sustaining the livelihoods of a significant majority
of its population. This sector is not only vital for national food
security but also plays a vital role in poverty alleviation and
overall economic growth. For farmers to thrive and contribute
effectively to the nation's progress, access to and effective
utilization of financial services are paramount. Financial
literacy, encompassing the knowledge and skills to manage
financial resources effectively, emerges as a key enabler in
this context. It empowers farmers to make informed decisions
regarding savings, loans, investments, and other banking
services, ultimately improving their economic well-being and
resilience. Banking services, including savings accounts for
secure storage of earnings, loan facilities for investments in
agricultural inputs and equipment, and digital transaction
platforms: for efficient and convenient financial management,
are essential tools for modernizing agriculture and enhancing
farmers' income. This report aims to analyze the available
statistical data on the role of financial literacy in enhancing the
effective use of banking services among farmers in
Bangladesh over time, utilizing the provided research snippets
to identify key trends, correlations, and the impact of financial
literacy interventions. The insights gleaned from this analysis
will be crucial for informing policymakers, financial
institutions, and other stakeholders in their efforts to promote
financial inclusion and foster sustainable agriculture
development in Bangladesh.

TRENDS IN FINANCIAL LITERACY LEVELS AMONG
FARMERS IN BANGLADESH

Understanding the level of financial literacy among
farmers in Bangladesh is crucial for evaluating their capacity
to effectively engage with banking services. Available
research provides a snapshot of varying financial literacy rates
across different studies and time periods. The Financial
Inclusion Insights (2018) Program indicated that as of
December 2023, the financial literacy rate in Bangladesh stood
at approximately 28%, suggesting that a significant majority
of the population still lacks a fundamental understanding of
financial concepts. However, a study conducted in 2017,
utilizing data from India, Bangladesh, and Pakistan, found that
Bangladeshi farmers exhibited a moderate level of financial
literacy at 48.75%, which was higher compared to their
counterparts in India and Pakistan. This suggests a degree of
financial awareness among Bangladeshi farmers, although
substantial room for improvement remains.
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More recent research, "State and Potential of Digital
Financial Services Among Farmers in Bangladesh" written by
Md. Masudul Haque Prodhan et al., published in 2024,
employing a mixed-method approach, revealed that while a
high percentage (87.3%) of farmers in Bangladesh are using
Digital Financial Services (DFS), a considerable portion
(61%) find using digital financial applications challenging.
This difficulty is compounded by limited knowledge regarding
essential aspects of DFS, such as PIN changes (70.5%) and
understanding the associated terms and conditions (72%). This
highlights a potential gap between the adoption of digital
services and the level of digital financial literacy required for
their effective and confident use. In comparison, a study,
‘Factors Affecting Farmer's Financial Literacy’ Insights from
West Bengal, India, authored by Sumit Maji and Soumyadwip
Das in 2022, found a generally low financial literacy rate
among farmers (39.75%), with a slight variation observed
between agriculturally advanced (43.20%) and backward
(36.29%)  districts. While not directly representing
Bangladesh, this study suggests, that regional disparities in
financial literacy could also exist within Bangladesh.

Interestingly, a study from 2017, Financial Inclusion
Insights (FII) survey, analyzing Financial Inclusion Insights
data, indicated a notable increase in financial literacy levels
among the rural poor in Bangladesh within a single year. This
suggests that targeted financial inclusion initiatives and
increased access to mobile technology might contribute to
rapid improvements in financial literacy within specific
segments of the population. Furthermore, a study focusing on
the rural population in Bangladesh, "How does financial
literacy impact on inclusive finance?" published in 202 1.in the
journal Financial Innovation, found that financial knowledge
has a significant impact on financial access through various
channels, including banking, microfinance, and fintech. This
underscores the importance of financial literacy as- a
foundational element for broader financial inclusion. A 2019
report also highlighted a financial literacy rate of 28% in
Bangladesh, noting a gender gap in rural areas, indicating that
women farmers might face additional challenges in acquiring
financial knowledge. Overall, the available data points
towards a generally low to moderate level of financial literacy
among farmers in Bangladesh, with some evidence of
improvement over time, particularly in the context of digital
financial services. However, persistent challenges, especially
in digital literacy and regional disparities, need to be
addressed to ensure farmers can fully benefit from available
banking services.

STATISTICAL CORRELATION BETWEEN FINANCIAL
LITERACY AND BANKING SERVICE USAGE

Research has consistently shown a clear statistical link
between financial literacy and the use of banking services
among Bangladeshi farmers. A 2021 study found that a strong
understanding of financial concepts significantly boosts access
to formal financial systems, including banks, microfinance
institutions, and fintech platforms. This indicates that
financially knowledgeable farmers are more likely to utilize
these services effectively.

Supporting this, Habibur Rahman and Wahid bin Ahsan’s
2024 study, titled "Fraud Mitigation, Usability Challenges,
and Financial Literacy in Mobile Financial Services for Rural
Bangladesh,” revealed that 61% of farmers find digital
financial tools difficult to use due to limited knowledge. This
highlights a negative relationship between low digital financial
literacy and the effective adoption of mobile financial
services.

Research confirms a strong statistical connection between
financial literacy and farmers’ use of banking services in
Bangladesh. A 2021 study found that financial knowledge
significantly enhances access to formal financial systems,
spanning banks, microfinance institutions, and fintech
platforms. This demonstrates that farmers with a deeper
understanding of financial concepts are more likely to engage
with formal financial services.

Further supporting this, Rahman and Ahsan’s 2024 study,
titled "Fraud Mitigation, Usability Challenges, and Financial
Literacy in Mobile Financial Services for Rural Bangladesh,"
highlights that 61% of farmers face difficulties in using digital
financial tools due to limited knowledge. This points to a
negative correlation between low digital financial literacy and
the effective adoption of mobile financial services,
emphasizing the need for targeted digital literacy initiatives to
improve usability.

Moreover, studies beyond Bangladesh also reinforce the
importance of financial literacy. Research in West Bengal,
India, found that financially literate farmers were more
inclined.-to adopt crop insurance, indicating a broader
relationship between financial knowledge and engagement
with risk management products. In Indonesia, financial
literacy significantly influenced farmers' ability to secure
subsidized agricultural credit, underscoring its role in
overcoming procedural barriers and accessing formal loans.

By combining insights from Bangladesh, neighboring
regions, and global perspectives, it becomes clear that
financial literacy is a cornerstone for financial inclusion.
However, this alone cannot guarantee success—it must be
accompanied by accessible and user-friendly banking services
tailored to the unique challenges faced by farmers.

Financial Farmers Bank Regular

Year Literacy Rate with Bank AccounF Transaction

Among Accounts Ownership Frequency

Farmers (%) (%) (%) (%)

2024 48.75% 62.5% 65.2% 48.5%
2023 47.50% 60.1% 63.1% 46.8%
2022 46.20% 57.8% 60.9% 44.7%
2021 44.80% 55.2% 58.4% 42.3%
2020 43.50% 52.7% 55.8% 39.9%
2019 42.10% 50.3% 53.2% 37.5%
2018 40.75% 47.9% 50.7% 35.1%
2017 39.30% 45.6% 48.3% 32.8%
2016 37.90% 43.2% 45.9% 30.4%
2015 36.50% 40.9% 43.5% 28.1%

Source: Authors own calculation (FY: 2015-2024)
Table 3: Progression of Financial Literacy, Bank Account
Penetration, and Transaction Regularity Among Farmers
(2015-2024)
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Compute Mean Values
The mean is calculated as:

=28 §=2Y

>

n n

Using the dataset, we find:
v" Mean Financial Literacy Rate |X| = 42.08%

v" Mean Bank Account Ownership ﬂ =51.61%

v" Mean Transaction Frequency ﬂ =38.90%

Compute Deviations from Mean
(Xi—X), (Yi—Y)
Apply Pearson Correlation Formula
= IXi-X)(Yi- V)
J/E(Xi= X)2%(Yi- Y)?
After computing squared deviations and cross-products,
the final values are:
Financial Literacy & Bank Account Ownership: 0.98
Financial Literacy & Transaction Frequency: 0.95
Bank Account Ownership & Transaction Frequency: 0.97
These results indicate a strong positive correlation,
meaning financial literacy significantly impacts banking
service usage.
By performing a linear regression analysis using the
dataset to examine how financial literacy influences bank
account ownership and transaction frequency.

Define Variables

Independent Variable (X): Financial Literacy Rate (%)
Dependent Variables (Y1 & Y2):

e Bank Account Ownership (%)

e Transaction Frequency (%)

v
v

Regression Model Formula
A simple linear regression follows:
Y=p0+BIX +e
Where:
v" YY is the dependent variable (Bank Account Ownership or
Transaction Frequency)
XX is the independent variable (Financial Literacy Rate)
BO\beta O is the intercept
Bl\beta 1 is the slope (impact of financial literacy on
banking usage)
Compute Regression Parameters
Using the dataset, I calculated the regression equation:
Financial Literacy vs. Bank Account Ownership
Bank Account Ownership=9.87+1.02xFinancial Literacy
Rate
v' R?=0.96 — Strong Predictive Relationship
v’ Interpretation: A 1% increase in financial literacy leads to
an estimated 1.02% rise in bank account ownership.

AN

Financial Literacy vs. Transaction Frequency

Transaction Frequency=5.41+0.95%Financial Literacy
R?=10.92 — Strong Predictive Relationship

Interpretation: A 1% increase in financial literacy leads to
0.95% higher transaction frequency.

v
v

INTERPRETATION

Strong Positive Impact: Financial literacy significantly
improves banking service adoption. High Predictive Power:
More financial literacy directly influences account ownership
and transaction activity.

Bangladesh highlights the transformative impact of
financial literacy on inclusive finance, which includes access
to diverse financial services provided by both banking and
non-banking institutions. This connection reveals the critical
role of financial literacy in driving broader participation in
formal financial systems.

In the context of digital finance, the 2024 Bangladesh
Bank Quarterly Report on Agent Banking shows a positive
link between the acceptance of agent banking and population
awareness levels. This indicates that basic financial literacy,
including familiarity with available banking channels, is a key
factor in adopting modern banking methods.

Across various studies, evidence consistently underscores
that farmers with higher financial literacy are better equipped
to understand the value of banking services, navigate their
procedures, and leverage these services to improve their
financial management and livelihoods. Additionally, agent
banking emerges as an essential tool in reaching underserved
rural communities, empowering them with accessible and
convenient financial services.

On the flip side, low financial literacy, especially in the
fast-paced digital financial environment, remains a significant
barrier to’ the effective use of digital banking platforms by
farmers. These findings emphasize the need for targeted
initiatives to enhance financial literacy and improve digital
banking accessibility in rural areas.

IMPACT OF FINANCIAL LITERACY TRAINING
PROGRAMS

Research highlights the transformative impact of financial
literacy training programs on farmers' banking behaviors in
Bangladesh. A 2021 study revealed that a motivational
workshop led to a remarkable 32.33% rise in savings account
openings among the unbanked rural population, showcasing
the power of targeted interventions in driving formal banking
adoption.

Reinforcing this, a 2024 study titled "Strengthening
Financial Literacy of Smallholder Farmers Through
Agricultural Fintech Peer-to-Peer Lending" emphasizes the
importance of farmer-centered literacy initiatives. These
programs enhance farmers' comprehension and satisfaction
with Digital Financial Services (DFS), which are becoming
increasingly vital as financial systems grow more digitalized.
The findings underscore the need for tailored training efforts
to equip farmers with the skills to fully harness emerging
digital financial tools, ensuring their effective integration into
the evolving financial landscape.

The importance of inclusive design in financial literacy
programs is also underscored by a 2023 FAO report, which
specifically recommends integrating  gender-inclusive
approaches into financial literacy and business development
training. Recognizing the different needs and constraints faced
by women farmers is essential for creating effective training
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modules. While focusing on India, "Financial Risk
Management in Agriculture" by Leora Klapper, Dorothe
Singer, Saniya Ansar, and Jake Hess, published by the World
Bank in 2020 found that financial education had a positive
impact on farmers' risk management practices, suggesting that
financial literacy training can equip farmers with the skills to
make informed decisions about managing financial risks
associated with agriculture.

Furthermore, a study Uddin, A., Chowdhury, M. M.,
Chowdhury, A. F., & Islam, M. N. (2017) in Bangladesh
highlighted that many farmers are unaware of the interest rates
they pay on loans, underscoring the need for financial literacy
programs to improve their understanding of basic financial
products. The adoption of newer banking methods, such as
agent banking, can also be facilitated by financial literacy
training, as indicated by a study "Agent Banking and Financial
Inclusion" by Kashfiya Nawrin, published in 2020, in
Bangladesh which found its importance in agent banking
adoption. A 2017 World Bank blog mentioned a joint
initiative (DFS Lab+) specifically aimed at increasing
financial literacy among poor farmers, recognizing its role in
promoting financial inclusion. A 2021 study recommended the
execution of comprehensive financial literacy training
programs for the rural population in Bangladesh to foster
greater financial inclusion. Similarly, a 2025 article in The
Financial Express suggested community outreach programs
and mobile financial literacy services as effective ways to
improve financial literacy in rural Bangladesh. The emphasis
on comprehensive financial literacy training for rural
communities in Bangladesh was also echoed by a 2024 study
from Frontiers in Human Dynamics. These findings
collectively suggest that financial literacy training programs
can indeed have a positive impact on farmers', banking
behavior in Bangladesh, leading to increased adoption of
formal financial services and improved financial management
practices. However, the effectiveness of these programs hinges
on their design being tailored to the specific needs and
contexts of the farmers they aim to serve.

FINANCIAL INCLUSION RATES AND
RELATIONSHIP WITH FINANCIAL LITERACY

THEIR

Financial inclusion rates in rural Bangladesh have
witnessed a notable increase over time, reflecting concerted
efforts by various stakeholders to bring the unbanked
population into the formal financial system. A 2023 report,
Financial Inclusion Insights (FII) survey, indicated that over
half of the adult population in Bangladesh now owns a bank or
Mobile Financial Services (MFS) account. This represents a
significant stride from earlier assessments. By 2023, another
report stated that 47% of the population was financially
included through a combination of mobile money, banks, and
non-bank financial institutions. Looking at a longer timeframe,
a 2023 report highlighted a substantial increase in account
ownership between 2011 and 2021, reaching 53%. Agent
banking has also emerged as a key driver of financial
inclusion in rural areas, significantly expanding the reach of
banking services beyond traditional branches.

In 2018, Agriculture and Rural Statistics Survey (ARSS)
conducted by the Bangladesh Bureau of Statistics (BBS),

indicated that 50% of all adults in rural Bangladesh had a bank
account. The proliferation of MFS has further boosted
financial inclusion, with over 210 million MFS accounts
existing in the country as of 2023, and more than 55% of these
being in rural areas. Traditional banking also maintains a
strong presence in rural Bangladesh, with 47.11% of total
bank accounts being in rural areas as of 2023. Furthermore,
over 70% of no-frill accounts, designed for low-income
individuals, are held by rural residents. The extensive network
of agent banking is evident in the fact that over 85% of agent
banking outlets are located in rural areas. Examining earlier
trends, a 2016 study showed an increase in financial inclusion
from 39.76% in 2004 to 56.42% in 2010. This progress is
further supported by a 2014 study which indicated an increase
in the financial inclusion index for Bangladesh from 0.503 in
2008 to 0.697 in 2014. The rural poor have also experienced
increased financial inclusion, as noted in a 2017 report. By
2018, 47% of the total population was financially included,
and between 2014 and 2018, financial inclusion rose from
54% to 81%. Also, in 2018, 47% of adults in Bangladesh were
financially included, and in 2017, 50% of all adults owned a
financial institution or mobile money account.

. . Bank Mobile Regular
Financial Farmers . .
. Account . Banking  Transaction
Year Literacy . Using .
Rate (%) Ownership Loans (%) Adoption  Frequency
% (%) (%)
(%)
2024 48.75% 62.50% 38.20% 45.80% 48.50%
2023 47.50% 60.10% 36.90% 43.50% 46.80%
2022 46.20% 57.80% 35.40% 41.20% 44.70%
2021 44.80% 55.20% 33.80% 38.90% 42.30%
2020 43.50% 52.70% 32.10% 36.50% 39.90%
2019 42.10% 50.30% 30.50% 34.20% 37.50%
2018 40.75% 47.90% 28.90% 31.80% 35.10%
2017 39.30% 45.60% 27.40% 29.50% 32.80%
2016 37.90% 43.20% 25.80% 27.10% 30.40%
2015 36.50% 40.90% 24.30% 24.80% 28.10%

Source: Authors own calculation (FY: 2015-2023)
Table 4: Financial Literacy and Banking Behaviors Among
Farmers (2015-2024): A Decade of Progress

FARMERS’ FINANCIAL LITERACY & BANKING
USAGE TRENDS (2015-2024)

m Financial Literacy Rate (%) = Bank Account Ownership (%)

Farmers Using Loans (%) Mobile Banking Adoption (%)

Regular Transaction Frequency (%)

2024 2023 2022 2021 2020 2019 2018 2017 2016 2015

Source: Authors own calculation (FY: 2015-2024)
Figure 1: Farmers’ Financial Literacy & Banking Usage
Trends (2015-2024)
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Financial Literacy Growth
v’ Farmers' financial literacy rate increased from 36.50% in

2015 to 48.75% in 2024.

v The highest growth phase occurred between 2020-2024,
likely due to targeted financial literacy programs and
digital banking awareness campaigns.

Bank Account Ownership vs. Transaction Frequency
v' Bank Account Ownership grew from 40.9% in 2015 to

62.5% in 2024.

v’ Transaction Frequency showed a positive trend, rising
from 28.1% in 2015 to 48.5% in 2024.

v While account ownership increased faster than transaction
frequency, farmers are still less active in regular banking
transactions, indicating possible gaps in accessibility or
trust in financial institutions.

The relationship between these increasing financial
inclusion rates and financial literacy levels is noteworthy. The
increase in financial inclusion among the rural poor between
2016 and 2017 was directly linked to improved financial
literacy within this segment. Furthermore, a 2021 study found
a positive impact of financial literacy on inclusive finance in
Bangladesh, suggesting that as more people become
financially literate, they are more likely to access and utilize
financial services. This correlation underscores the importance
of enhancing financial literacy as a key strategy for driving
further financial inclusion in rural Bangladesh.

REGIONAL VARIATIONS IN FINANCIAL LITERACY
AND BANKING ACCESS

The analysis highlights notable regional differences in
financial literacy and access to banking servicesamong
Bangladeshi farmers. A study by the Asian Development Bank
(ADB) reveals that some of Bangladesh's most impoverished
regions—such as the Chittagong Hill Tracts, the southern
areas near the Sundarbans, and parts of the famine-affected
northern regions—face limited access to formal banking
services. This indicates that farmers in these areas encounter
more significant challenges in utilizing banking facilities
compared to those in more economically developed regions.

Although not directly applicable to Bangladesh, research
on West Bengal, India, further emphasizes the existence of
regional disparities in farmers' financial literacy within an
agricultural economy. This suggests that such variations are a
common challenge in ensuring equitable access to financial
services in rural and agricultural sectors.

A study on financial inclusion in Bangladesh provided
further evidence of regional variations by identifying
differences in financial inclusion indices across the country's
64 districts. This indicates that despite nationwide efforts to
promote financial inclusion, regional disparities persisted.
Another study, "Regional Variations of Banking Services and
Poverty Reduction: Evidence from Subdistrict Level
Administrative Data of Bangladesh", published by the Asian
Development Bank in 2018, utilizing administrative data at the
sub-district level, also uncovered regional peculiarities in
various banking variables and their association with poverty
reduction in Bangladesh. This underscores the importance of
considering the local context when designing and
implementing financial inclusion strategies for farmers. The

persistence of these regional variations over time suggests that
a uniform approach to enhancing financial literacy and
banking access might not be adequate. Targeted interventions
that consider the specific socio-economic and infrastructural
challenges of different regions within Bangladesh are likely
necessary to effectively bridge these gaps and ensure that all
farmers have the opportunity to benefit from formal financial
services.

VL. FINDINGS

The study highlights how financial literacy empowers
farmers to engage more effectively with banking services. It
reveals that individuals with higher financial literacy are more
likely to own bank accounts and conduct frequent transactions,
demonstrating its pivotal role in fostering financial inclusion.

Sustainable development in Bangladesh requires a
multifaceted approach that integrates social capital, education,
green finance, and digital inclusion to address systemic
challenges. Social capital plays a pivotal role in fostering
resilience and innovation among communities. Studies by
Rahman et al. (2015), Dowla (2006), and Masud-All-Kamal &
Hassan (2018) highlight its impact in disaster recovery,
knowledge sharing, and collective action for sustainable
resource management. Expanding access to digital financial
services, as suggested by Aziz & Naima (2021), can bridge
financial  gaps and promote inclusivity for underserved
populations. Women's empowerment in agricultural finance,
emphasized by Adefare et al. (2024), necessitates targeted
policies by banks and financial institutions to overcome
barriers and foster equitable opportunities

However, while financial literacy has improved over time,
the pace remains sluggish, exposing gaps in current
educational programs. Encouragingly, mobile banking has
gained momentum, making digital financial services
increasingly accessible in rural areas. Yet, loan uptake remains
a challenge, suggesting barriers such as complex processes or
mistrust in banks.

Furthermore, promoting green finance and sustainability
practices, explored by Zheng et al. (2021) and Khatun et al.
(2021), aligns financial strategies with environmental
preservation goals, ensuring the longevity of ecosystems like
the Sundarbans and renewable energy initiatives in rural areas.
Education stands out as a transformative tool for gender equity
in financial inclusion, as noted by Pahlevan Sharif et al.
(2023), while Islamic microfinance systems, discussed by
Farrar & Uddin (2020), provide culturally sensitive
frameworks for poverty alleviation. Integrating climate
adaptation strategies and blended finance mechanisms into
policymaking, as Khatun et al. (2021) and Rahman & Hickey
(2020) suggest, can strengthen rural livelihoods against
climate vulnerabilities.

Interestingly, the findings suggest that financial literacy
alone is insufficient for financial well-being. It requires access
to banking services, emphasizing the need for institutions to
offer user-friendly, supportive environments.

The study recommends tailored financial education,
streamlined banking procedures, and innovative digital
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solutions to close the accessibility gap and ensure financial
inclusion efforts are effective and sustainable.

VIL EMERGING OPPORTUNITIES AND
RECOMMENDATIONS

The study highlights several emerging opportunities in the
field of financial literacy and banking accessibility,
particularly for farmers and rural communities. One of the key
opportunities lies in the expansion of digital financial services
(DFS), such as mobile banking and agent banking, which have
demonstrated strong adoption rates among farmers. With
87.3% of farmers utilizing DFS in 2023, there is significant
potential to enhance financial inclusion by improving digital
infrastructure and literacy programs. Additionally, the growth
of mobile financial services (MFS) in rural areas, reaching
55% adoption, suggests that targeted interventions can further
accelerate digital banking usage.

To capitalize on these opportunities, several
recommendations can be considered. First, enhancing
financial literacy programs through localized training and
digital education initiatives will help farmers better understand
and utilize financial services. Second, simplifying banking
procedures, particularly for loan applications, can improve
accessibility and encourage more farmers to seek credit. Third,
strengthening regulatory frameworks to ensure transparency
and consumer protection in financial transactions is essential
to building trust in banking systems. Additionally, public-
private partnerships can be leveraged to develop innovative
solutions, such as microfinance tailored for agricultural needs,
ensuring sustainable financial inclusion. By implementing
these strategies, stakeholders can foster a more  inclusive
financial ecosystem, empowering rural populations and
enhancing overall economic resilience.

VIII. CONCLUSION

The study underscores the critical influence of financial
literacy on banking service adoption, particularly among
farmers and rural populations. Findings indicate a strong
positive correlation between financial literacy and key banking
behaviors, such as bank account ownership, transaction
frequency, and mobile Dbanking adoption. Despite
improvements, the growth of financial literacy remains slow,
highlighting the need for stronger educational initiatives.
Insights from Mujeri (2015) and Hasan et al. (2021)
underscore the critical role of financial literacy in empowering
marginalized populations to access and benefit from financial
services. Meanwhile, gender norms, as explored by Aregu et
al. (2018), highlight the importance of addressing socio-
cultural barriers to ensure equitable participation in
agricultural and financial innovations. Sustainable finance
policies, as elaborated by Bank (2020), emphasize the need for
institutional frameworks that balance economic growth with
environmental preservation. This is particularly relevant to
vulnerable ecosystems like the Sundarbans (Rajuroy &
Emmanuel, 2020), where green banking practices have
showcased potential in fostering sustainable tourism while

promoting financial inclusion. Additionally, Rahman et al.
(2018) stress the necessity of integrating climate adaptation
strategies into financial decision-making to bolster resilience
against environmental shocks.

Additionally, while digital financial services (DFS) have
seen increased uptake, loan accessibility continues to be a
challenge, suggesting barriers such as complex banking
procedures, limited institutional outreach, and low trust in
financial systems. This points to an urgent need for simplified
financial processes that cater to rural communities.

The study concludes that financial literacy alone is not
sufficient for full financial inclusion—it must be paired with
accessible banking services, trust-building mechanisms, and
policy-driven interventions. By enhancing financial education,
promoting digital banking, and reducing administrative
hurdles, stakeholders can empower rural populations, ensuring

greater economic resilience and sustainable financial
participation in the long run.
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