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Received: 11th January 2024 The COVID-19 pandemic has brought to light the critical importance of 

financial inclusion and acces s to banki ng serv ices in mitigating the socio-
economic impacts of crises, particularly on vulnerable populations.  This pape  

r  examines the threats posed by the pandemic to access to banking services, 

including disruptions to traditional banking channe ls, in creased  reliance on 
digital financial services, financial strain, cybersecurity risks, and regulatory 

challen ges. Draw i  ng on theoretical frameworks such as Financial Inclusion 
Theory,  the study explores strategies and initiatives implemented by 

countries to maintain financial inclusion during crises, including digital 
innovations and partnerships. Case studies from India, Kenya, Brazil, and 

Pakistan demonstrate successful approaches to ensuring continued access to 

essential financial services for vulnerable populations. The research 
concludes that pandemic-exacerbated difficulties need targeted interventions 

such digital literacy initiatives, mobile banking solutions, regulatory changes, 
and infrastructural development t o support equitable economic growth and 

development. Investment in digital literacy programs, mobile banking 

solutions, partnerships and collaboration, regulatory reforms, community-
based banking initiatives, infrastructure developme nt, and strategy 

evaluation and adaptation are suggested. These proposals seek to influence 
future policies and initiatives to promote resilient and inclusive financial 

systems that prioritize all persons and communities, especially those most 

susceptible to economic shocks. Financial Inclusion 
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inclusion efforts globally. As governments imposed 

lockdowns and social distancing measures to curb the 

spread of the virus, traditional banking channels faced 
significant disruptions, hindering access to essential 

financial services for millions of people. Moreover, 
vulnerable populations, including low-income 

individuals, rural communities, and the unbanked, have 

been disproportionately affected by the economic 
fallout of the pandemic, exacerbating existing 

inequalities in access to banking services (World Bank, 
2020). 

The COVID-19 pandemic has brought about a paradigm 

shift in the way individuals and businesses interact with 
financial institutions. Social distancing measures and 

lockdown restrictions have limited physical access to 
banks and financial service providers, prompting a rapid 

shift towards digital channels, while digital financial 
services offer opportunities for enhancing financial 

inclusion, they also pose challenges, particularly for 

marginalized and vulnerable populations who may lack 
access to technology or digital literacy skills (Demirgüç-

Kunt et al., 2020). The pandemic has highlighted the 
vulnerabilities of unbanked and underbanked 

populations. These individuals often lack access to 

formal banking services, making it difficult for them to 
receive government aid and relief payments or access 

credit during times of economic uncertainty (World 
Bank, 2020). The economic downturn resulting from the 

pandemic has increased the risk of financial exclusion 
for marginalized groups, including women, refugees, 

and persons with disabilities. These populations face 

unique challenges in accessing financial services and 
are at greater risk of being left behind in the recovery 

process (UNCDF, 2020). 
In response to the challenges posed by COVID-19, 

financial institutions have implemented various 

measures to maintain service continuity and promote 
access to banking services. These include expanding 

digital banking solutions, waiving fees, and relaxing 
account requirements (CGAP, 2020). Additionally, 

governments and regulatory authorities have 

introduced policy interventions and financial support 
measures to address the needs of vulnerable 

populations and ensure the resilience of the financial 
sector during the crisis. However, the effectiveness of 

these responses in safeguarding financial inclusion 
remains subject to scrutiny (IFC, 2020). 

Financial inclusion is described as the access and usage 

of affordable financial services by individuals and 
businesses, has long been recognized as a critical driver 

of economic development and poverty reduction 
worldwide (Demirgüç-Kunt & Klapper, 2012). Studies 

have consistently shown that financial inclusion 

contributes to poverty reduction, income equality, and 

overall economic development. By providing individuals 

and businesses with access to savings, credit, 
insurance, and payment services, financial inclusion 

enables them to build assets, manage risks, and seize 
opportunities for growth (Demirgüç-Kunt et al., 2018). 

Moreover, financial inclusion plays a crucial role in 

ensuring that individuals and communities have the 
necessary resources to cope with unexpected shocks 

and emergencies. During times of crisis, such as natural 
disasters, economic downturns, or public health 

emergencies, access to formal financial services can 

help households’ smooth consumption, access essential 
goods and services, and rebuild livelihoods. Research 

suggests that households with access to formal financial 
services are better equipped to weather economic 

shocks and recover more quickly from adverse events 
(Demirgüç-Kunt et al., 2020). Additionally, financial 

inclusion strengthens the resilience of the overall 

financial system by diversifying sources of funding and 
reducing reliance on informal and predatory lending 

channels. By bringing unbanked and underbanked 
populations into the formal financial sector, financial 

inclusion helps to expand the pool of savings and 

investment capital available for productive use (Allen et 
al., 2017). 

As the world continues to grapple with the ongoing 
effects of the pandemic, it is imperative to critically 

evaluate the threat of COVID-19 on access to banking 
services and financial inclusion. By understanding the 

challenges and opportunities presented by this crisis, 

stakeholders can work towards developing resilient and 
inclusive financial systems that prioritize the needs of all 

individuals and communities, particularly those most 
vulnerable to economic shocks. 

This study aims to assess the threat posed by COVID-

19 on access to banking services, examining the 
implications for financial inclusion and exploring the 

responses of financial institutions, governments, and 
regulators to mitigate these challenges. By analyzing 

current literature, policy responses, and real-world 

examples, this study seeks to provide insights into the 
critical importance of maintaining and enhancing 

financial inclusion amidst crisis situations, with the aim 
of informing future strategies and interventions. 

 
The concept of Financial Inclusion 

The concept of financial inclusion emerged in the early 

20th century with the establishment of credit unions 
and savings banks, which aimed to provide financial 

services to low-income individuals and communities. 
These institutions, often founded on principles of 

mutual cooperation and self-help, sought to address the 
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financial needs of marginalized populations excluded 

from traditional banking systems. In the early 21st 

century, financial inclusion efforts expanded beyond 
microfinance to encompass a broader range of financial 

services, including savings, insurance, and payment 
services. Governments, regulators, and international 

organizations increasingly recognized financial inclusion 

as a key policy priority and adopted strategies to 
promote greater access to financial services for 

underserved populations. The 2005 G8 Summit in 
Gleneagles and subsequent international forums, such 

as the United Nations Sustainable Development Goals 

(SDGs), placed a spotlight on financial inclusion as a 
means of achieving broader development objectives, 

including poverty eradication, gender equality, and 
economic growth. The emergence of fintech 

innovations, including mobile money, digital payments, 
and blockchain technology, has revolutionized the 

delivery of financial services and expanded access to 

previously underserved populations, particularly in 
remote or rural areas (Armendariz-de-Aghion & 

Morduch, 2005; Yunus, 2007; Cull, 2018; World Bank, 
2018). 

Financial inclusion refers to the accessibility and 

affordability of essential financial services to all 
individuals and businesses, regardless of their socio-

economic status or geographic location. It encompasses 
a broad range of services, including but not limited to 

savings, payments, credit, and insurance, provided by 
formal financial institutions such as banks, microfinance 

institutions, and non-bank financial institutions (World 

Bank, 2018). The scope of financial inclusion extends 
beyond mere access to financial services; it also 

encompasses the effective use of these services to 
manage finances, mitigate risks, and pursue economic 

opportunities, thereby contributing to overall economic 

development and poverty reduction.  
Financial inclusion emphasizes the importance of 

ensuring that everyone, particularly marginalized and 
vulnerable populations, has the opportunity to 

participate in the formal financial system. This includes 

individuals who may face barriers such as limited access 
to identification documents, lack of financial literacy, or 

living in remote areas where financial infrastructure is 
scarce. Achieving financial inclusion requires addressing 

these barriers through targeted interventions and 
policies that promote equal access to financial services 

and empower individuals to make informed financial 

decisions (Dabla-Norris et al., 2015). Furthermore, 
financial inclusion is not only a matter of social equity 

but also a critical driver of economic growth and 
stability. By broadening access to financial services, 

financial inclusion can enhance productivity, foster 

entrepreneurship, and facilitate capital accumulation, 

thereby contributing to inclusive economic growth and 

reducing income inequality. As such, financial inclusion 
is increasingly recognized as a key policy priority for 

governments, international organizations, and financial 
institutions seeking to promote sustainable 

development and inclusive prosperity (Demirgüç-Kunt 

et al., 2020).  
Importance of Accessing Banking Services for 

Financial Inclusion in Times of Crisis 
Access to banking services is indispensable for the 

establishment of inclusive financial systems that benefit 

individuals, businesses, and economies as a whole in 
times of crisis. The importance of such access stems 

from several key factors: 
Financial Stability and Security: Access to banking 

services provides individuals and businesses with a 
secure means to store and manage their finances. By 

utilizing banking services such as savings accounts and 

insurance products, individuals can safeguard their 
assets against unexpected events such as illness, 

natural disasters, or economic downturns. This financial 
stability not only protects individuals from hardship but 

also contributes to overall economic resilience (IFC, 

2020). 
Facilitation of Economic Participation: Banking 

services enable individuals and businesses to participate 
more fully in the formal economy. Through access to 

credit and financing, entrepreneurs can invest in their 
businesses, expand operations, and create employment 

opportunities. Similarly, individuals can access credit to 

invest in education, housing, or entrepreneurship, 
thereby improving their economic prospects and 

contributing to economic growth (CGAP, 2020). 
Inclusion of Marginalized Populations: Access to 

banking services is crucial for promoting financial 

inclusion, particularly among marginalized and 
vulnerable populations. By extending banking services 

to underserved communities, including low-income 
individuals, rural residents, and women, financial 

systems can empower these groups to access essential 

financial tools and resources. This fosters greater 
economic empowerment, reduces inequality, and 

promotes social inclusion (Klapper & Panos, 2010). 
Enhanced Efficiency and Convenience: Banking 

services offer individuals and businesses convenient 
and efficient means of conducting financial transactions. 

Through digital banking channels such as online 

banking, mobile banking, and electronic payments, 
individuals can access financial services anytime, 

anywhere, without the need for physical proximity to a 
bank branch. This convenience not only saves time and 
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effort but also reduces transaction costs and enhances 

overall financial efficiency (Klapper & Panos, 2010). 

Promotion of Innovation and Development: 
Access to banking services fosters innovation and 

development within financial systems. By expanding 
access to financial services, banks and other financial 

institutions are incentivized to develop new products 

and technologies that better meet the diverse needs of 
their customers. This innovation contributes to the 

evolution of financial systems, driving greater efficiency, 
inclusivity, and resilience (CGAP, 2020). 

The Threat of COVID-19 on Access to Banking 

Services 
The COVID-19 pandemic has posed significant threats 

to access to banking services, impacting individuals, 
businesses, and financial systems worldwide. Here are 

some of the key threats posed by the pandemic: 
Disruption of Traditional Banking Channels: The 

COVID-19 pandemic has accelerated the disruption of 

traditional banking channels, posing significant threats 
to access to banking services. With social distancing 

measures and lockdowns in place, the reliance on 
physical branches and in-person interactions has 

dwindled, pushing customers towards digital platforms 

for their banking needs, limited physical access to bank 
branches and other traditional banking channels. This 

shift has not only highlighted the necessity for robust 
digital infrastructure but also exposed vulnerabilities in 

traditional banking models. Moreover, the rapid 
adoption of fintech solutions and digital banking 

alternatives has further challenged the relevance of 

conventional banking channels. As a result, banks are 
compelled to reassess their strategies and invest in 

innovative technologies to adapt to evolving customer 
preferences and ensure uninterrupted access to 

essential financial services (World Bank, 2020).  

Increased Reliance on Digital Financial Services: 
The COVID-19 pandemic has accelerated the shift 

towards digital financial services, posing both 
opportunities and challenges for access to banking 

services. As traditional brick-and-mortar branches faced 

closures and restrictions to curb the spread of the virus, 
individuals and businesses increasingly turned to digital 

platforms for their banking needs. While this transition 
has enhanced convenience and efficiency, it has also 

widened the digital divide, leaving behind those without 
access to technology or adequate digital literacy skills. 

Moreover, cybersecurity threats have become more 

prevalent, raising concerns about data privacy and 
financial security. As highlighted by experts (Jones et 

al., 2020; Suresh, 2020), ensuring inclusive access to 
digital financial services remains imperative to mitigate 

the exclusionary impact of the pandemic on vulnerable 

populations. Thus, while the increased reliance on 

digital banking presents an opportunity for financial 

inclusion, it also underscores the urgent need for 
targeted interventions to bridge the digital divide and 

strengthen cybersecurity measures. 
Financial Strain and Economic Uncertainty: The 

COVID-19 pandemic has accentuated the vulnerabilities 

in accessing banking services, primarily due to financial 
strain and economic uncertainty. With job losses, 

reduced incomes, and business closures, many 
individuals and businesses have found it increasingly 

challenging to maintain their financial stability, let alone 

access essential banking services. The economic 
downturn has exacerbated existing disparities, 

particularly among marginalized communities, further 
limiting their ability to engage with traditional banking 

systems. Studies indicate that during times of crisis, 
access to banking services becomes even more critical 

for individuals and businesses to navigate financial 

hardships effectively (Claessens, 2020). Consequently, 
addressing financial strain and economic uncertainty 

must be prioritized to ensure equitable access to 
banking services and mitigate the adverse effects of the 

pandemic on financial inclusion (Aggarwal & Styczynski, 

2020).  
Cybersecurity Risks:The pandemic has catalyzed a 

significant shift towards digital banking services, yet it 
has also exacerbated cybersecurity risks, posing threats 

to the accessibility and security of banking services. As 
financial institutions adapt to remote operations and 

heightened online transactions, they become more 

vulnerable to cyber attacks targeting sensitive customer 
data and financial systems. With the surge in phishing 

scams, ransomware attacks, and malware incidents 
exploiting pandemic-related anxieties, the integrity of 

online banking transactions is at stake (Gupta, 2020). 

Moreover, the rapid adoption of digital platforms has 
widened the attack surface, creating challenges in 

implementing robust security measures while ensuring 
seamless access for customers (UN, 2020). As the 

financial sector navigates through this unprecedented 

era, a proactive approach to cybersecurity, including 
continuous monitoring, employee training, and 

technological innovations, becomes imperative to 
safeguarding the accessibility and reliability of banking 

services amidst the ongoing health crisis. 
Regulatory and Compliance Challenges: Financial 

institutions are grappling with the complexities of 

rapidly evolving regulations and compliance 
requirements amidst operational disruptions caused by 

the pandemic. The shift towards remote work and 
digital banking has introduced new vulnerabilities, 

including heightened risks of fraud, money laundering, 
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and cybersecurity breaches, necessitating enhanced 

regulatory scrutiny and compliance measures (Bhide & 

Pandey, 2021). Furthermore, lockdown measures and 
social distancing protocols have hindered customers' 

physical access to banking branches, underscoring the 
urgency for robust digital infrastructure and innovative 

solutions to maintain uninterrupted banking services 

while ensuring regulatory compliance (Sahoo et al., 
2020). Regulatory changes, such as temporary closures 

of branches or relaxation of KYC (Know Your Customer) 
requirements, require financial institutions to adjust 

their processes and systems while ensuring compliance 

with regulatory standards. These challenges underscore 
the critical need for collaborative efforts between 

regulatory bodies, financial institutions, and technology 
providers to address regulatory and compliance 

concerns, ensuring continued access to banking 
services amidst the ongoing public health crisis. 

Challenges Faced by Vulnerable Populations: 
Among the primary obstacles are limitations in digital 
literacy and access to technology, which hinder remote 

banking transactions for elderly individuals, low-income 
households, and rural communities (World Bank Group, 

2020). Additionally, the closure of physical bank 

branches and ATMs exacerbates the difficulties faced by 
those without reliable internet access or smartphones, 

further isolating marginalized groups from financial 
services (ILO, 2020). Low-income individuals, with 

limited access to traditional banking infrastructure and 
digital resources, such as smartphones and internet 

connectivity, many low-income households struggle to 

engage in remote banking activities (Harigopal, 2020). 
Rural communities, limited physical presence of bank 

branches in remote areas restricts access to essential 
financial services for rural residents, who often rely on 

in-person transactions (Ravikumar & Prasad, 2020). 

Moreover, inadequate digital infrastructure, including 
poor internet connectivity and a lack of access to 

smartphones or computers, further impedes remote 
banking options for rural populations (World Bank, 

2020). Unbanked and underbanked populations, 

Unbanked individuals, who lack access to basic banking 
services such as savings accounts, face heightened 

difficulties in receiving government aid and relief 
payments during the crisis (Ravikumar & Prasad, 2020). 

Similarly, underbanked individuals, who have limited 
access to banking products and rely on alternative 

financial services, confront barriers in accessing credit 

and financial assistance amidst economic uncertainty 
(World Bank, 2020). 

These challenges underscore the urgent need for 
tailored interventions to ensure equitable access to 

banking services amidst the pandemic, including 

targeted outreach programs and innovative digital 

solutions (UNDP, 2020). Addressing these issues is 

crucial to safeguarding financial inclusion and mitigating 
the socio-economic impacts of the crisis on vulnerable 

populations. Limited access to digital infrastructure, 
such as smartphones and internet connectivity, 

hampers remote banking for marginalized groups, 

including the elderly, low-income individuals, and rural 
communities (Harigopal, 2020). Additionally, concerns 

over health risks deter vulnerable populations from 
visiting physical bank branches, further restricting their 

access to essential financial services (World Bank, 

2020). As governments and financial institutions 
prioritize digital transformation amidst the pandemic, 

efforts must be made to address the digital divide and 
ensure equitable access to banking services for all, 

especially those most at risk of exclusion (Simoes, 
2020).  

Strategies to Address Threats to Financial 

Inclusion 
To address threats to financial inclusion exacerbated by 

the COVID-19 pandemic, several strategies can be 
implemented which include; 

Digital Literacy Programs: Digital literacy programs 

play a pivotal role in mitigating threats to financial 
inclusion by equipping individuals with the necessary 

skills and knowledge to navigate digital financial 
services effectively and securely. These programs 

empower marginalized communities, particularly in 
developing regions, to leverage technology for financial 

management, payments, and access to credit. By 

enhancing digital literacy, individuals can make 
informed decisions, guard against fraud, and utilize 

financial tools tailored to their needs. Such initiatives 
foster trust in digital platforms, fostering greater 

adoption and inclusivity in financial systems. Research 

by Chib et al. (2017) underscores the importance of 
digital literacy in enhancing financial inclusion, 

particularly among vulnerable populations, while 
findings from the World Bank (2020) highlight the 

positive correlation between digital literacy programs 

and increased financial access and usage. Moreover, 
studies have shown that comprehensive digital literacy 

programs contribute to increasing individuals' 
confidence in using digital financial services and 

reducing the risks associated with financial exclusion 
(Poushter et al., 2016). Thus, investing in digital literacy 

initiatives represents a proactive approach towards 

addressing the multifaceted challenges hindering 
financial inclusion and fostering inclusive economic 

growth. 
Mobile Banking Solutions: Mobile banking solutions 

offer a promising avenue to mitigate threats to financial 
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inclusion by leveraging the widespread penetration of 

mobile phones, especially in underserved regions. 

These solutions, facilitated through mobile applications 
or USSD codes, provide convenient access to financial 

services such as payments, transfers, savings, and 
loans, without requiring access to traditional brick-and-

mortar banks. By utilizing mobile banking, individuals in 

remote areas or those lacking formal banking 
infrastructure can manage their finances securely and 

affordably. Moreover, advancements in biometric 
authentication and encryption technologies enhance 

security, addressing concerns regarding fraud and 

privacy. According to a study by Demirgüç-Kunt et al. 
(2018), mobile banking has shown significant potential 

in expanding financial access to previously underserved 
populations, thereby fostering economic empowerment 

and inclusive growth. Additionally, initiatives like M-Pesa 
in Kenya and Easypaisa in Pakistan exemplify successful 

implementations of mobile banking solutions, further 

underscoring their efficacy in advancing financial 
inclusion (Jack and Suri, 2014; Sarma and Pais, 2011). 

Thus, by harnessing the ubiquity of mobile phones and 
innovative technological solutions, mobile banking 

emerges as a powerful tool to combat barriers to 

financial inclusion and promote socio-economic 
development worldwide.  

Partnerships and Collaboration: By uniting financial 
institutions, governmental bodies, non-profit 

organizations, and fintech firms, a comprehensive 
approach can be established to mitigate barriers 

hindering access to financial services for underserved 

populations. Leveraging technology and data-driven 
insights, these alliances can develop innovative 

solutions tailored to specific regions and demographics, 
promoting sustainable financial inclusion. Furthermore, 

partnerships facilitate knowledge-sharing and capacity-

building, empowering local communities to navigate 
financial landscapes effectively. Such collaborative 

efforts have been advocated by organizations like the 
World Bank Group and the Alliance for Financial 

Inclusion, recognizing the collective responsibility in 

advancing inclusive financial ecosystems (World Bank 
Group, 2020; Alliance for Financial Inclusion, 2021). 

Fostering partnerships between governments, financial 
institutions, and non-profit organizations to develop 

inclusive financial products and services targeted at 
marginalized populations, leveraging their respective 

strengths and resources. 

Regulatory Reforms: Regulatory reforms play a 
pivotal role in mitigating threats to financial inclusion by 

fostering an environment conducive to accessible and 
inclusive financial services. These reforms encompass a 

spectrum of measures aimed at enhancing 

transparency, reducing barriers to entry, and promoting 

innovation while safeguarding consumers' interests. 

Initiatives such as simplified Know Your Customer (KYC) 
requirements, proportionate regulation for small 

financial institutions, and fostering digital financial 
services infrastructure have been pivotal in expanding 

access to banking and credit facilities for underserved 

populations. Additionally, regulatory frameworks that 
promote responsible lending practices and consumer 

protection mechanisms serve to bolster confidence in 
financial systems, thereby encouraging broader 

participation. By addressing regulatory gaps and 

tailoring policies to accommodate diverse needs, 
regulators can catalyze sustainable financial inclusion, 

fostering economic empowerment and resilience among 
marginalized communities (CGAP, 2020; World Bank, 

2020). 
Community-Based Banking Initiatives: By 

establishing cooperative credit unions, microfinance 

institutions, and community development financial 
institutions (CDFIs), these initiatives empower 

marginalized individuals and small businesses with 
access to affordable financial services, including credit, 

savings, and insurance. Through participatory 

approaches that prioritize community engagement and 
ownership, such initiatives promote economic resilience 

and social cohesion while addressing systemic barriers 
to financial access. Leveraging grassroots networks and 

culturally sensitive practices, community-based banking 
initiatives enhance financial literacy, build asset 

accumulation, and facilitate entrepreneurial endeavors, 

thereby fostering sustainable pathways to prosperity for 
historically excluded communities (Barr et al., 2020; 

Schild, 2021; Wiedman et al., 2018). Supporting the 
establishment of community-based banking initiatives, 

including credit unions and microfinance institutions, to 

provide financial services tailored to the specific needs 
of local communities. 

Infrastructure Development: Infrastructure 
development plays a pivotal role in mitigating threats to 

financial inclusion by fostering accessibility, reliability, 

and security in financial services. Robust infrastructure, 
encompassing physical banking infrastructure, digital 

connectivity, and technological platforms, enables the 
expansion of financial services to underserved 

populations, particularly in remote or economically 
marginalized areas. By investing in infrastructure such 

as banking facilities, mobile banking networks, and 

digital payment systems, governments and financial 
institutions can bridge the gap between traditional 

banking and unbanked communities, facilitating easier 
access to credit, savings, and insurance services. 

Furthermore, fortified infrastructure enhances 
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transaction security and data privacy, crucial for 

building trust among users and encouraging adoption of 

financial services. Studies by the World Bank (World 
Bank, 2020) and the International Monetary Fund (IMF) 

highlight the positive correlation between infrastructure 

development and financial inclusion, emphasizing the 

need for sustained investments in infrastructure to 

bolster inclusive economic growth and development 
(Atkinson & Messy, 2013; Lusardi & Mitchell, 2014; IMF, 

2019). 
 

 
Figure 1: Source (Author’s consult, 2024). 

The widespread economic disruption caused by the 

pandemic has disproportionately affected vulnerable 
populations, including low-income individuals and small 

businesses. Loss of livelihoods, income instability, and 
reduced access to traditional banking services have 

hindered efforts to promote financial inclusion (World 

Bank, 2020). With lockdowns and social distancing 
measures in place, reliance on digital financial services 

has surged. However, the digital divide has become 
more pronounced, as many marginalized communities 

lack access to smartphones, internet connectivity, and 
digital literacy skills necessary for remote banking 

transactions (CGAP, 2020). The closure of physical bank 

branches and ATMs during lockdowns has further 

limited access to in-person banking services, particularly 
in rural and remote areas where digital infrastructure is 

inadequate. This has hindered efforts to expand 
financial inclusion for populations reliant on face-to-face 

transactions (ILO, 2020). The pandemic has 

underscored the need for innovative solutions to 
promote financial inclusion, such as digital payment 

platforms, fintech innovations, and partnerships 
between governments, financial institutions, and 

technology companies. These solutions can help bridge 
the gap between the unbanked and formal financial 

services (World Bank, 2020). 

The Mapping the Impacts of COVID-19 Pandemic on Banks. 
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Figure 2: Impacts of COVID-19 on banks (Bipasha & Barua, 2020) 

The waves and the particular consequences are 
interconnected and interact in a complicated manner, 

which will ultimately have an effect on the survival of 
banks, their development, and the stability of the 

financial system. This condition has the potential to 
spark a widespread bank crisis if it continues for an 

extended length of time. According to Vidovic and 

Tamminaina 2020, bank borrowers, including people 
and businesses, are exposed to a relatively high risk of 

default as a result of the various macroeconomic 
shocks. As a result of the economic slowdown and 

forced closure, the banking sector may see a significant 

increase in the risk of default as well as the rates of 
default. This is because their borrowers will receive 

lower earnings and cash inflows. During this time when 
the global economy is struggling to recover from the 

epidemic, the problem will be much more severe for 

debtors who are dependent on exports to the foreign 
market. Not only will these repercussions be severe for 

large corporations, but they will also be terrible for small 
enterprises, whose only means of survival are day-to-

day operations and the generation of sufficient 
operational cash inflows (Dua et al. 2020). There is a 

possibility that banks may have liquidity crises in 

addition to the danger of failure. This is because a 
significant number of depositors may decide to 

withdraw their funds in order to cover their living and 
medical bills (Baret et al. 2020). It is possible that 

individuals and businesses may be forced to squander 

their savings as a result of the epidemic, which has 
further reduced the number of options for earning 

revenue. In particular, those who have lost their 
employment will make a valiant effort to subsist on the 

money they have. If this situation persists for an 

excessively long period of time, it will lead to a lack of 
liquidity and restrict the ability of banks to lend money 

(Cheney et al. 2020). 
 

Theoretical Framework 
Financial Inclusion Theory 

Financial Inclusion Theory posits that access to formal 

financial services, including savings, credit, insurance, 
and payment mechanisms, is fundamental for 

promoting economic development and reducing 
poverty. At its core, this theory emphasizes the 

importance of ensuring that all individuals and 

businesses, regardless of their socio-economic status or 
geographic location, have equal opportunities to 

participate in the formal financial system. Financial 
Inclusion Theory recognizes that traditional banking 

systems often exclude marginalized and vulnerable 

populations, such as low-income individuals, rural 
communities, and women, due to barriers such as 

limited access to physical bank branches, lack of 
identification documents, and financial literacy 

constraints. By addressing these barriers and expanding 
access to financial services, financial inclusion theory 

contends that individuals and communities can build 

assets, manage risks, and seize economic opportunities, 
thereby contributing to overall economic growth and 

poverty reduction (Demirgüç-Kunt & Klapper, 2012; 
Demirgüç-Kunt et al., 2018). Moreover, Financial 

Inclusion Theory highlights the broader societal benefits 

of inclusive financial systems, including enhanced 
stability, resilience, and inclusivity. By bringing 

unbanked and underbanked populations into the formal 
financial sector, financial inclusion theory suggests that 

economies can diversify sources of funding, reduce 
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reliance on informal and predatory lending channels, 

and promote sustainable development. Research in this 

field consistently demonstrates the positive correlation 
between financial inclusion and various development 

outcomes, such as poverty reduction, income equality, 
and overall economic prosperity. As such, financial 

inclusion theory serves as a guiding framework for 

policymakers, financial institutions, and development 
practitioners seeking to design interventions and 

policies aimed at expanding access to financial services 
and promoting inclusive economic growth (Allen et al., 

2017; Dabla-Norris et al., 2015). 

According to this theory, access to formal financial 
services is not only a matter of economic necessity but 

also a fundamental human right essential for achieving 
inclusive development (Demirgüç-Kunt & Klapper, 

2012). The theory underscores the importance of 
ensuring that all segments of society, particularly 

marginalized and vulnerable populations, have equal 

access to banking services, including savings, credit, 
insurance, and payment facilities. In the context of the 

COVID-19 pandemic, Financial Inclusion Theory 
highlights the disproportionate impact of the crisis on 

individuals and communities with limited access to 

formal financial services, exacerbating existing 
inequalities (World Bank, 2020). As lockdowns and 

social distancing measures disrupt traditional banking 
channels, vulnerable populations face heightened 

challenges in accessing essential financial services, 
further widening the gap in financial inclusion. 

Moreover, Financial Inclusion Theory informs the 

formulation of targeted interventions and policy 
responses to safeguard financial inclusion during crises. 

By understanding the barriers faced by marginalized 
groups, policymakers and financial institutions can 

design strategies to promote greater access to banking 

services and address the specific needs of vulnerable 
populations (Dabla-Norris et al., 2015). These 

interventions may include expanding digital banking 
solutions, waiving fees, relaxing account requirements, 

and providing financial support measures targeted at 

low-income individuals, rural communities, and the 
unbanked (CGAP, 2020). By applying insights from 

Financial Inclusion Theory, stakeholders can work 
towards developing resilient and inclusive financial 

systems that prioritize the needs of all individuals and 
communities, particularly those most vulnerable to 

economic shocks such as the COVID-19 pandemic. 

Case Studies and Examples 
These are case studies and examples of countries that 

have implemented successful strategies to maintain 
financial inclusion during crises; 

1. India's Aadhaar Enabled Payment System 
(AEPS): During the COVID-19 pandemic, India 

leveraged its Aadhaar biometric identification 
system to ensure continued access to financial 

services for vulnerable populations. The AEPS 
allowed individuals to access their bank 

accounts and receive government relief 

payments through fingerprint authentication, 
reducing the reliance on physical bank branches 

and facilitating contactless transactions (CGAP, 
2020). 

2. Kenya's M-Pesa: Kenya's mobile money 

platform M-Pesa has been instrumental in 
maintaining financial inclusion during crises, 

such as the 2007-2008 post-election violence 
and the COVID-19 pandemic. M-Pesa enables 

users to send and receive money, pay bills, and 
access other financial services through their 

mobile phones, providing a lifeline for 

individuals with limited access to traditional 
banking infrastructure (Jack & Suri, 2014; The 

World Bank, 2020). 
3. Brazil's Bolsa Família Program: Brazil's 

Bolsa Família program, launched in 2003, 

provides cash transfers to low-income families, 
conditional on meeting certain health and 

education requirements. During the COVID-19 
pandemic, the program was expanded to 

include additional beneficiaries and increase the 
value of transfers, ensuring continued financial 

support for vulnerable households (World Bank 

Group, 2021). 
4. Pakistan's Ehsaas Emergency Cash 

Program: In response to the COVID-19 crisis, 
Pakistan launched the Ehsaas Emergency Cash 

program, which provided cash transfers to over 

15 million families affected by the pandemic. 
The program utilized digital payment systems, 

including biometric verification and mobile 
wallets, to swiftly distribute funds to 

beneficiaries, maintaining financial inclusion 

while minimizing the risk of virus transmission 
(Government of Pakistan, 2020). 

These case studies demonstrate the effectiveness of 
innovative strategies and digital technologies in 

maintaining financial inclusion during crises, ensuring 
that vulnerable populations have continued access to 

essential financial services and support.  

CONCLUSION 
In conclusion, the COVID-19 pandemic has underscored 

the critical importance of financial inclusion and access 
to banking services in mitigating the socio-economic 

impacts of crises, particularly on vulnerable populations. 
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The outbreak of the pandemic disrupted traditional 

banking channels, accelerated the shift towards digital 

financial services, and heightened financial strain and 
uncertainty for individuals and businesses worldwide. 

Moreover, cybersecurity risks, regulatory challenges, 
and barriers faced by vulnerable populations have 

further exacerbated the threats to financial inclusion. 

However, amidst these challenges, there are notable 
examples of countries and initiatives that have 

successfully maintained financial inclusion during crises. 
Innovations such as India's Aadhaar Enabled Payment 

System (AEPS), Kenya's M-Pesa, Brazil's Bolsa Família 

Program, and Pakistan's Ehsaas Emergency Cash 
Program demonstrate the effectiveness of leveraging 

digital technologies and partnerships to ensure 
continued access to essential financial services for 

vulnerable populations. Theoretical frameworks, such 
as Financial Inclusion Theory, provide a guiding 

framework for policymakers and stakeholders to design 

interventions and policies aimed at expanding access to 
financial services and promoting inclusive economic 

growth. Financial Inclusion Theory emphasizes the 
importance of addressing barriers to financial access 

and empowering marginalized communities to build 

assets, manage risks, and seize economic opportunities. 
Ultimately, ensuring equitable access to banking 

services is not only a matter of economic necessity but 
also a fundamental human right essential for achieving 

inclusive development and prosperity for all. 
RECOMMENDATIONS 

Based on the analysis of the challenges and 

opportunities presented by the COVID-19 pandemic in 
relation to access to banking services and financial 

inclusion, the researcher recommended the following; 

• Governments, financial institutions, and non-
profit organizations should prioritize investment 

in digital literacy programs, particularly 

targeting marginalized and vulnerable 
populations. By enhancing digital literacy, 

individuals can confidently engage with digital 
banking platforms, reducing the risk of 

exclusion. 

• Financial institutions should continue to expand 
mobile banking solutions to reach underserved 

communities, especially in remote or 

economically marginalized areas. Governments 
can support these initiatives through policy 

incentives and regulatory frameworks that 
facilitate the growth of mobile banking 

infrastructure. 

• Stakeholders should foster partnerships and 

collaboration between financial institutions, 
governmental bodies, non-profit organizations, 

and fintech firms to develop innovative 

solutions tailored to specific regions and 

demographics.  

• Regulatory bodies should implement reforms 
aimed at fostering an environment conducive to 

accessible and inclusive financial services. 
Regulators should also prioritize consumer 

protection measures to safeguard the interests 

of vulnerable populations. 

• Governments should prioritize investment in 
infrastructure development to enhance 

accessibility, reliability, and security in financial 
services. This includes physical banking 

infrastructure, digital connectivity, and 

technological platforms necessary to expand 
access to banking services, particularly in 

underserved areas. 
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