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Abstract: Financial inclusion is important for assuring equal economic opportunities, still transgenders continue to face barriers in
accessing banking services. This study explores the difficulties experienced by transgenders in opening bank accounts. Primary
issues are lack of proper identity documentation, inflexible Know Your Customer (KYC) requirements, gender binary framework
in banking systems, and widespread social discrimination. In addition to this, low levels of financial literacy and economic
inequality further restrict their participation in the financial sector. Findings show that even after legal recognition and government
policies, transgenders find it challenging. Broadly, the study highlights the need for reforms to ensure equitable access to banking
services for transgenders and to promote inclusive economic growth.

IINTRODUCTION

Financial integration ensures that people have access to necessary financial services like savings accounts, credit facilities, and
insurance. Recently, a lot of efforts have been made to promote banking; however, few communities, particularly transgenders, are
still excluded from the formal financial system. They have historically faced social and economic discrimination, which has
restricted their access to education and employment. The acceptance of transgender persons as a “third gender” by the Supreme
Court of India in 2014 marked a step towards equality. With this, the Transgender Persons (Protection of Rights) Act, 2019, focused
to safeguard their rights and their welfare. Although around 60% of transgenders have bank accounts, their participation in formal
financial systems remains limited because of structural and social barriers. Major issues faced by transgenders is the lack of proper
identity documentation that reflects their gender identity. This creates obstacles in fulfilling Know Your Customer (KYC)
requirements, which are mandatory for opening bank accounts. Moreover, old banking frameworks are based on binary gender
categories, which again excludes transgender persons. Besides these institutional barriers, social stigma and discrimination play a
crucial role in preventing transgenders from visiting banks. They face insensitive behaviour and sometimes denial of services, which
makes them feel alienated.

The present study examines the challenges faced by transgenders in opening bank accounts. It also highlights the gaps in existing
policies and suggests measures to promote a more inclusive and banking environment.

Il. RESEARCH METHODOLOGY

This study focuses on a qualitative research approach with the use of secondary data. Contextual data has been collected from
research papers, credible online sources, government reports and journals to know the challenges faced by transgenders in opening
bank accounts. The data has been analyzed descriptively to identify key social, structural and institutional barriers.

I11. CHALLENGES FACED BY TRANSGENDER PERSONS
No Proper Identity Documents

o Number of transgenders lack updated documents reflecting their gender identity.

. Mismatch between documents (PAN, Aadhaar etc.) creates problems during KYC (Know Your Customer) verification.
. Legal process to change gender in documents are mostly time-consuming and consuming.
Binary Gender Norms in Banking framework

. Banking forms traditionally offer only “Male” and “Female” options.

. Non-binary or third-gender identities are many a times excluded.

. This turns into rejection or misrepresentation of identity.

Social bias and Discrimination

. Transgender individuals usually face disrespect from bank staff.

. Prejudice and lack of sensitivity discourage them from approaching banks and the staff.

. Many avoid formal institutions due to fear of humiliation.

Lack of Awareness and Financial Literacy

. Limited access to education results in low financial literacy.

. Many transgender individuals are unaware of banking procedures and schemes.

. This restricts their ability to navigate formal financial systems.

Economic Marginalization

o High unemployment and exclusion from formal jobs reduce income stability.

. Banks often require minimum balance or income proof, which becomes a barrier.

. Many transgender persons rely on informal sources of income.

Procedural Barriers (KYC Requirements)
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. Strict KYC norms require address proof and identity verification.

. Many transgender individuals lack permanent residence proof due to social rejection.
o Homelessness or migration further complicates account opening.

Lack of Inclusive Banking Policies

. Limited implementation of transgender-friendly policies.

o Absence of sensitization training for banking staff.

. Poor execution of government schemes targeting transgender welfare.

IV. RECOMMENDATIONS
Simplification of Documentation

. Easy procedures for updating gender in official documents
. Flexible KYC norms for marginalized groups

Inclusive Banking Practices

. Introduction of third gender options in all banking forms
. Gender-neutral policies

Sensitization and Training

. Training bank staff on LGBTQ+ inclusion

. Awareness programs to reduce discrimination

Financial Literacy Programs

. Special outreach programs for transgender communities
o Collaboration with Non-Government Organisations
Policy Implementation

. Strict monitoring of inclusive policies

. Incentives for banks promoting financial inclusion

V. CONCLUSION

Despite legal recognition and various policy initiatives, transgender persons continue to face significant barriers in accessing
banking services in India. While progressive laws have acknowledged their identity and rights, the gap between policy and practice
remains wide. One of the major challenges is the lack of proper identity documents that accurately reflect their gender, which creates
difficulties in completing banking formalities. In addition, rigid Know Your Customer (KYC) norms and documentation
requirements further complicate the process of opening bank accounts.

Social stigma and discrimination also play a crucial role in limiting their access to financial institutions. Many transgender
individuals face insensitive behaviour, lack of respect, and even denial of services at banks, discouraging them from seeking formal
financial assistance. Furthermore, low levels of financial literacy and unstable income sources add to their exclusion from the
banking system.

As a result, many are forced to rely on informal financial practices, which are often unsafe and unregulated. This not only affects
their financial security but also reinforces their economic and social marginalization.

To achieve true inclusivity, there is an urgent need for systemic reforms that go beyond legal recognition. Banks must simplify
documentation procedures and adopt flexible KYC norms to accommodate marginalized groups. Awareness and sensitization
programs should be conducted to train banking staff to treat transgender customers with dignity and respect. Additionally, targeted
financial literacy programs can empower transgender individuals to effectively use banking services.

Overall, financial institutions must adopt a more inclusive, accessible, and sensitive approach to ensure equal opportunities for all
individuals, regardless of gender identity, thereby promoting genuine financial inclusion and social equality.
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