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digital payment platforms-where traditionally they
have been outside of the formal financial system. In
the developing world, with financial exclusion still
a major stumbling block to economic development,
digital financial services provide a creative solution
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and economic disparities worldwide, digital
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and avail of financial services through digital
channels-which include mobile banking, online
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to closing the gap and advancing economic
inclusion (Jamil, 2021).

In Pakistan, where the majority of the people
are unbanked or underbanked, digital financial
services are promising opportunities for inclusion
into the massive financial system to contribute to
the growth of the economy and social well-being.
As of recent years, only about 21% of Pakistan's
adult population has access to a formal financial
institution, and millions of people are left out of
the formal economic mainstream, according to the
World Bank's Global Findex Database. Rural
communities and women are more excluded from
the global digital divide because of social and
cultural barriers; limited access to technology and
services; inadequate financial literacy.

The shift to a more inclusive financial system,
with seemingly boundless mobile technology and
financial technology, has so rapidly taken root in
Pakistan and the prospects are good that a viable
financial system can be built to enable
marginalized communities. However, mobile
banking service providers such as Easypaisa, and
JazzCash as well as government-owned programs
such as the Benazir Income Support Program
(BISP) have earned a good deal of credibility,
offering the masses financial accessibility. People
using these platforms can accomplish basic
financial operations like receiving government
stipends, sending remittances, paying utility bills,
or accessing microcredit services all with the use of
their mobile phones. Digital financial inclusion
proved itself a potential element for Pakistan's
economic development and reduction of poverty
through the success of these platforms (Ahmad et
al. 2021).

Digital financial inclusion also has a huge role
to play in empowering economies by providing
Small and medium-sized enterprises access to
credit and creative ways of transacting finances.
The economy of Pakistan relies upon SMEs, which
contribute more than 40% of the GDP and employ
close to 80% nonagricultural labor force. However,
their ability to grow has, until now, been hampered
by their limited ability to access traditional banking
services. Digital financial platforms subsequently
afford an alternative source of working capital for
SMESs, expansion of business operations, and total
economic growth. Utilizing digital payments,

businesses can improve cash flow management,
minimize reliance on 'cash only' payments of
businesses, and build a credit history to potentially
prove their banking clout in the future.

However, there are still several issues
preventing digital financial inclusion’s promise
from being fully realized in Pakistan. One of the
biggest impediments is their lack of financial
literacy. Digital financial services are things people
such as those in rural areas don't know how they
would work so they are reluctant to use.
Misconceptions and mistrust about digital
platforms and the benefits to the society of the
digital platforms worsen a slow adoption of the
platforms. A big step towards walking away from
this problem is improving financial literacy through
education programs and awareness campaigns
(Salman, Rauf, & Murtaza, 2024).

Moreover, regulatory obstacles are the main
barrier to digital inclusion financial. Despite SBP
attempts to provide a conducive regulatory
framework for fintech growth through some
regulatory changes and initiatives, the new digital
services' growth is being hindered by excessive
compliance rules, taxation policies, and barriers to
digital data security. Just the correct balance
between innovation and regulation is required so as
to protect consumers and create the environment
to make fintech startups and financial institutions
extend their digital offerings.

Second, and equally critical, is that many areas
of the country lack strong digital infrastructures.
Mobile phones, especially in rural areas, are widely
available, but penetration levels of
telecommunication services remain low, leaving
little room for digital financial services provision.
Poor network connectivity, costs of accessing the
services of the internet, and lack of access itself
compound the digital divide denying many full
participation in the digital economy. Infrastructure
challenges that create barriers to equitable access
to digital financial services throughout the country
require urgent investments in connectivity,
affordable smartphones, and better network
coverage (Liu et al., 2021).

Pakistan also has its share of cybersecurity
concerns, and worries related to data privacy, in its
digital financial environment. Such cyber threats
and fraudulent actions escalate as more users use
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digital financial services. Simple basic cybersecurity
rules are not known by most people, this makes
them open targets for online scams and even
identity theft. Confidence and trust building blocks
among users of digital financial services could be
augmented by cybersecurity measures, rules for
data protection, and regular awareness programs.

Nevertheless, there are a number of
opportunities for digital financial inclusion
promotion in Pakistan that should provide poverty
alleviation. Public -private partnerships (PPPs) and
a combination of strengths of the government and
private sector and also those of non-governmental
organizations (NGOs), can contribute to huge
contributions to ensuring financial inclusion.
Collaboration with banks, telecom operators, and
fintech players could mutually enhance the
innovation of financial solutions for underserved
populations (Parvin & Panakaje, 2022).

In addition, the increasing adoption of new
technologies such as blockchain, artificial
intelligence (Al), and big data analytics creates new
growth avenues to enhance the efficacy and
security of digital financial services. Let us take an
example Blockchain technology might allow for
transparent, tamper-proof, and transactional,
financial transactions that are protected against
fraud and corruption. By using the power of Al,
financial solutions can generate personalized
financial recommendations to customize savings
and investment decisions.

In addition, a conducive policy environment
will be there throughout for digital economy, an
important part of the 'Digital Pakistan' vision, and
financial inclusion. If the public sector increases
the use of digital payment systems for the
collection of taxes, social welfare payment, and
public procurement processes through
digitalization, they will be in a position to set a
domino effect in increasing the uptake of digital
financial services in the economy (Settle, 2020).

Finally, digital financial [inclusion] can be a
game changer in Pakistan's fight against poverty
and mission to promote economic growth. Digital
financial inclusion can elevate economic
opportunities, uplift people, and uplift living

standards by opening previously included
populations to formal financial services.
Overcoming barriers to financial literacy,
regulatory  pullbacks, and infrastructure

deficiencies will be key elements in making
financial inclusion successful and sustainable. In
order to develop a robust and inclusive digital
financial ecosystem that leaves no one behind in
the course of becoming financially empowered,
governments, financial institutions, technology
providers, and civil society must coordinate their
efforts.

Literature Review

Digital financial inclusion has been underlined in
several studies as a means to improve economic
well-being and alleviate poverty. The research
shows that digital financial services like mobile
banking, microloans, and digital wallets enable a
person to participate in economic activities, save
efficiently, and get access to credit for starting an
entrepreneurial venture. Encouraged by the World
Bank and global financial institutions, digital
inclusion is advocating for people to achieve the
Sustainable Development Goals (SDGs) to reduce
poverty and become financially empowered.
Governments and financial institutions can
increase economic participation and offer financial
security for underserved populations by integrating
digital financial services into national poverty
alleviation strategies (Jejeniwa, Mhlongo, &

Jejeniwa, 2024).

The Role of Digital Financial Inclusion in
Economic Growth and Poverty Reduction

Digital financial inclusion promotes economic
resilience by allowing individuals and businesses to
participate in the formal financial system says
empirical evidence. Demirgli¢c-Kunt et al. (2018),
however, point out that access to digital financial
services is associated with greater household
income and lower income inequality. Digital money
sending and receiving ability breaks through
location limitations and lessens the need to use
obsolete cash transactions that are slow, high
priced, and insecure way. In addition, they grant
micro, small, and medium enterprises (MSMEs)
opportunities to access credit facilities in order to
increase their businesses and provide job
opportunities (Hashemizadeh et al., 2023).

Unlike traditional banking services that can still
be too distant for most people in rural Pakistan,
digital financial inclusion is a tool that empowers
the poor. The development of branchless banking
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services like Easypaisa and JazzCash has given an
opportunity to millions of unbanked people to
access financial services and receive government
payments, pay utility bills, and engage in daily
transactions. Branchless banking transactions have
been steadily increasing in recent years, a State
Bank of Pakistan (SBP) report showed, indicating a
growing uptake of digital financial services in the
country.

Key Initiatives and Their Impact

Efforts for financial inclusion in Pakistan were
contributed by several government and private
sector initiatives. It was launched by the
government under the Benazir Income Support
Program (BISP), which seeks to provide BISP digital
cash transfer to low-income households. It has
been shown that BISP has changed the household
consumption pattern, enabled the recipients to
invest in education and health, and contributed to
a reduction in income inequality. Transferring
money and providing financial support seems to be
a key way to improve financial inclusion, as in the
case of the Ehsaas Program, a social safety net
initiative, which uses digital payment platforms to
offer financial assistance to vulnerable groups
(Noreen et al., 2022).

Access to financial services is also being
enhanced by private fintech companies. However,
mobile payment platforms, Easypaisa, JazzCash,
and UPaisa now have services as diverse as mobile
payments, insurance, and micro-savings. These
platforms have simplified financial transactions,
reduced dependency on physical bank branches,
and empowered women by providing them with a
greater level of control over their financial
resources. A Gender Lens Scorecard, of 3 out of 5, is
however given despite these achievements because
women continue to face social and cultural barriers
hampering their entry into the digital financial
ecosystem.

Challenges to Digital Financial Inclusion

Beyond many opportunities, the potential of digital
financial inclusion has also posed many challenges
to realizing this potential for poverty alleviation. A
larger challenge has been gender disparities: A
main hindrance for Pakistan to allow the use of
digital financial services is the high number of
women who lack mobile phone or internet
connectivity. The Global System for Mobile
Communications (GSMA) report also notes that
Pakistani women are 38 percent less likely than
men to have a phone, thereby upsetting their
chance of financial inclusion (Xinxin et al., 2024).

But then the other side of the challenge is cyber
security risks, and there are a lot of people
questioning both data privacy and the security of
digital transactions. Previously people have been
deceived in the fraud and theft of their identity,
which made people give a cold shoulder to the
electronic financial platforms. Robust regulatory
frameworks and public awareness campaigns must
be put in place to deal with these concerns and
restore the confidence of consumers.

On the contrary, the rural markets are not yet
financially literate about digital financial services
which is a big setback since the rural markets never
found time to figure out what the perks and
features of the digital financial services were all
about. Therefore, with no requisite financial
education, digital financial inclusion may actually
increase people's vulnerability to misuse of
financial products and scams.

It is also reported by the literature that digital
financial inclusion can be the force to reduce
poverty in Pakistan by being the tool for financial
empowerment, financial stability, and better
livelihoods for the poorer population. However, the
challenges of gender inequality, cybersecurity
threats, and poor financial literacy are problems
that all need to be addressed in the community by
policymakers, financial institutions, and civil
society. They indicate that future research should
focus on building targeted interventions to leverage
this potential and bring digital financial services
within the reach, safety, and usefulness of all
segments of the population (Mahmood et al., 2023).
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Figure 1
Challenges Impacting Digital Financial Inclusion in Pakistan
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This research analyzes the effect of digital financial
inclusion on poverty alleviation using a mixed-
method approach in Pakistan. The study employs
both quantitative and qualitative qualitative
methodologies  to  create  an  in-depth
comprehension of the subject. Mixing aggregate
statistical data with more detailed stakeholder
insights along with international comparative work,
will create a holistic picture of the impact of digital
financial services on the economics of the well-
being of low-income populations in Pakistan
(Qureshi et al., 2023).

The second part of the quantitative analysis
assesses the depth and effectiveness of digital
financial inclusion in Pakistan. A structured survey
of the various low-income people in urban and
rural areas will be conducted to collect data on
their usage, accessibility, and trust levels of
financial services and the perceived economic
benefits. In the survey, stratified sampling
techniques will be used to ensure the included
demographics such as gender, age, education level,
and employment status are represented in different
levels of the demographics. We will investigate key
financial inclusion metrics: credit access, savings
behavior, and income level prior to and post-
adoption of digital financial services. Structured
questionnaires that are both closed and open-

Forms, SMS-based surveys, and in-person
interviews will be used where necessary to maintain
accuracy. However, statistical tools such as SPSS
and Microsoft Excel will be used to process
collected data to describe trends using descriptive
statistics, and the relationship between financial
inclusion and poverty alleviation will be described
through inferential processes such as regressing
(Ahmed et al., 2024).

The analysis of the qualitative approach helps
to better understand the challenges, but also
perspectives, and experiences of different
stakeholders in the efforts to digitally include
financially. Key stakeholders including
policymakers from regulatory bodies like the State
Bank of Pakistan, fintech companies like JazzCash
and Easypaisa, and beneficiaries such as small
business owners, farmers, and marginalized
individuals will be interviewed semi-structuredly.
We seek to wunderstand the opportunities,
challenges, and success factors of digital financial
initiatives through these interviews. Furthermore,
data collected from secondary sources like the

World Bank, Pakistan Telecommunication
Authority (PTA), and nongovernment
organizations (NGOs) will be analyzed to

comprehend policy frameworks and financial
inclusion trends. The qualitative data will be
analyzed thematically to help determine recurring
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themes and patterns in the data and will show
barriers and opportunities for financial inclusion
(Hussain, Gul, & Ullah, 2023).

To put Pakistan's digital financial inclusion efforts
into perspective, it will then be compared with
other countries that have employed digital financial
services as a tool in the fight to reduce poverty in
order to analyze Pakistan's progress. The selection
of countries including India, Kenya, and
Bangladesh is based on the successes of their
mobile financial solutions as well as government-
backed financial inclusion initiatives. Key metrics
that will be analyzed in the course of comparative
analysis will include mobile penetration rates,
financial literacy levels, regulatory frameworks,
agent banking networks, and technological
innovations. This analysis will allow learning from
best practices similar to Pakistan's context in the
other regions. It will also review the policy support
and infrastructure available in other countries and
benchmark Pakistan's own financial inclusion
strategy against other countries to identify further
areas where Pakistan can enhance its own financial
inclusion strategies. The study consequently aims
to draw lessons for Pakistan from these countries
and offer concrete and actionable
recommendations to Pakistan stakeholders on how
they could increase the effectiveness of digital
financial services in Pakistan (Mhlanga, 2022).

The study is concerned with the ethical
considerations so that the integrity and credibility
of the research process is ensured. Both the surveys
and interviews will be introduced to participants
with clear information about the study’s objectives,
as well as their right at any stage to withdraw.
Anonymized personal data will be held securely
protected, maintaining strict data privacy.
Furthermore, cultural consideration will be used in
the study so that all data collection methods
include people and are done sensitively with
respect to local customs and traditions.

Finally, this study presents a framework of
methodology for understanding digital financial
inclusion in Pakistan. Drawing on statistical
analysis, stakeholder perspectives, and
international comparisons, the combination of
these will offer important insights into how digital
financial services can be harnessed to combat
poverty and spur economic empowerment. The

findings from this study address the barriers and
suggest opportunities to help in the development of
more effective financial inclusion policies and
programs in Pakistan (Ozturk & Ullah, 2022).

Discussion

The study findings show that digital financial
inclusion has helped to improve the financial
accessibility and economic resilience of low-income
households in Pakistan. With mobile wallets,
they've also been able to provide rural
communities, including women, with greater access
to government subsidies and remittances and
financial independence. Also, fintech startups have

developed novel solutions to address the
requirements of small business owners and
informal sector workers. Through the provision of
micro loans, digital savings platforms, and

insurance products, tailored to low earners, these
services enable more people to participate more
effectively in economic activities. Also, small-scale
ventures have been able to grow their business as
they have been enabled by digital payment
solutions to transact through cashless systems
which are becoming more and more the order of
the day in urban and semi-urban settings.

Despite these successes, challenges remain.
Adolescents still face an unbridgeable barrier to
financial literacy, not being fully clued in on digital
financial products and the benefits they offer, and
this barrier is also entirely financial. A lot of the
population, especially in rural areas, is not aware of
how digital banking works, and hence low adoption
rates and a continuous need to rely on informal
finance channels. Besides, many people are
reluctant to embrace digital financial services as
they do not trust the system because thieves could
be lurking around to defraud them through hidden
charges, transfer of their money to the wrong
account, or overall loss of funds. Digital fraud and
identity theft have occurred due to a lack of
adequate cybersecurity measures and insufficient
regulatory oversight adding to this already existing
trust deficit.

Limited stable internet connectivity,
particularly in rural and remote areas, has been a
result of infrastructure constraints pushing back
the uptake of digital services. Looking back on
Pakistan's recent experience, although mobile
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service penetration growth has been continuous,
the quality and affordability of internet services
have not been conducive to providing the universal
coverage necessary for scaling financial inclusion
initiatives. Being rural in nature there are
connectivity challenges for a number of rural users
who cannot access mobile banking apps efficiently
or be able to do financial transactions. In addition,
there are power outages and fewer smartphones
available in rural populations which further
exacerbate the digital divide between urban and
rural populations. Digital financial services cannot
fully realize their potential in alleviating poverty if
not delivered with commensurate infrastructure
improvements.

In addition, regulatory landmines confronted
financial inclusion stakeholders along the way such
as overly complex compliance requirements and
cybersecurity concerns. As Pakistan changes its
financial  regulatory = environment, fintech
companies often cannot acquire the requisite
licenses and approvals to open up their operation.
The situation is one in which it must promote
innovation while at the same time protecting
consumers. Furthermore, it can be a challenge for

Table 1

low-income customers wishing to demonstrate
evidence of due diligence through a firm
customer/client on-boarding process (as per
Anti-Money Laundering [AML] and Know Your
Customer [KYC] rules and regulations), whilst not
being able to satisfy the access requirements such
as availability of a national identity card. To resolve
these regulatory stickinesses, policymakers,
financial institutions as well as fintech players need
to work together to build such an enabling
ecosystem for financial inclusion and at the same
time mitigate the risk.

The study also identifies several opportunities
for future growth that include using public-private
partnerships in growing financial literacy and
awareness campaigns. Taken together, government
agencies, NGOs, and financing institutions can help
communities understand the benefits, and that the
benefits outweigh the risks, of utilizing digital
financial services in a safe way. Financial literacy
programs are provided by community centers and
digital platforms to help individuals be financially
responsible and avoid becoming prey to digital
transactions.

Challenges Impact (%)

Financial Literacy 35
Infrastructure 25
Regulatory Hurdles 20
Cybersecurity Risks 10
Gender Disparity 10

Another key opportunity is an expansion of Agent
networks into currently under-served areas. The
practice of bank and fintech representatives acting
aspog and facilitating financial transactions on
behalf of the bank to the rural community has been
a successful approach of blending rural community
to formal financial services through agent banking.
From the ecosystem viewpoint, it is easy to expand
agent networks so that more and more people can
enjoy financial services with less effort facilitated
by human interactions and guides to build up trust
in the digital platform.

In addition, Artificial Intelligence (AI) and
blockchain technology have become solutions that
promise to increase security and trust in digital
transactions.  Detecting fraud, Personalizing

financial products, and Automating responses to
user requests are the products that can be made
using Financial Service Applications on top of Al.
With blockchain technology, data can be stored,
and it is an ideal tool for solving data security
issues, and also data integrity in financial
transactions. These technologies have the potential
to build user confidence and encourage the broader
use of digital financial services.

Finally, we saw here how digital financial
inclusion has played a great role in poverty
alleviation in Pakistan but again, there is much
work to be done with regards to current challenges
and opportunities in front of us. In order for the
financial system to be completely inclusive, the
financial literacy gap will have to be bridged, the
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digital infrastructure has to be improved, and
regulatory clarity has to be made. Pakistan can use
the force of digital financial inclusion, on
technology, making alliances, and assuring user
trust, to become a driver of sustainable economic
development and millions of living standards.

Conclusion

Digital financial inclusion through access to
essential financial services that are provided
conveniently through mobile digital channels to
low low-income population of Pakistan can play a
big role in reducing poverty. The opportunity for
people to take part in the formal financial system
provides a new route to greater economic stability
and resilience. Financial technology looks almost as
good as it gets: mobile banking, digital wallets, and
microcredit solutions are almost as available as
they can be and have already proven their positive
effect on increasing access to resources, activation
of entrepreneurship, and reducing income gaps.
Despite these significant advances having
benefitted from innovative financial technology
solutions and/or the development of government-
led initiatives, there are still many challenges that
need to be solved in order to achieve true long-
term sustainable benefits.

Individuals in Pakistan lack the complete
knowledge and trust to wuse digital financial
services, which is why low financial literacy is one
of the main hurdles to including Pakistan in digital
financial services. Many, however, do not have
access to these tools, and especially in the rural and
disadvantaged areas many people are not aware of
the benefits that go hand in hand with the use of
digital monetary tools and furthermore are not able
to be taught how to use them.' In order to tackle
this problem, there exist ways to achieve most of it
through nationwide awareness campaigns where
people living in the area are offered training
programs that are allocated to the schools in the
curriculum. However, by providing people with the
knowledge and skills to use their money digitally,
we present people with the chance to take action
and make informed decisions with their finances,
but most importantly, empower them to free

themselves from becoming vulnerable to fraud or
getting overindebted.

Also, large-scale deployment of digital financial
services is further constrained by regulatory and
infrastructural ~ constraints. Although fintech
regulatory frameworks have grown quickly to meet
the needs of the growing ecosystem, reforms are
needed to create a more enabling innovation
environment where the consumer is protected and
data security is maintained. This means leveraging
digital infrastructure to bridge connectivity barriers
and ultimately achieving the goal of accessing the
benefits of the many financial transactions that can
be conducted across the digital infrastructure.

These obstacles can only be overcome if the
government, the private sector, and international
development organizations work together. Both
sectors also have the expertise and resources
needed to leverage public-private partnerships
(PPPs) to help drive financial inclusion. Telecom
companies can partner with financial institutions
to improve adoption via a more scalable metric;
government agencies can provide policy support
and regulatory oversight, etc.

Blockchain, artificial intelligence, and machine
learning are all emerging technologies that have
the potential to turn digital financial services on
their heads, providing improved access, heightened
security, and greater efficiency. However, these
technologies may reinforce fraud detection and
financial operations and be tailor-made financial
opportunities for the users. The second is that
targeted financial inclusion policies and incentive
programs geared towards utilization can also lead
to the effective use of digital services by
marginalized communities.

In the final part, the role and importance of
digital financial inclusion in reducing poverty and
youth empowerment in Pakistan are mentioned. To
realize its full potential, however, blockchain
technology depends on closing financial literacy
gaps and strengthening digital infrastructure while
developing an inclusive regulatory framework.
Pakistan can use technology and encourage
collaboration to make the digital economy more
inclusive and prosperous, where all layers of society
get equal pieces of prosperity.
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