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» insurance and health care,
S, entrepreneurial credit, pension for old age,
nd self help group, branchless banking, micro

ity and investment plan for child's education,
Importance of Financial Inclusion

mortgage, financial service
business correspondence a
finance and micro credit facil

In the most of the developing countries, access to finance is now being
understood as a public good which is as important as safe water or primary
education. A question that comes in mind is whether ﬁnapcial inc!ugon canbe
perceived as a public good. A good is regarded as public gooq 1.f1t f‘ulﬁl the
conditions of non-rivalness in consumption and non-excludabnhlty. Fmapcml
inclusion has a special importance for a growing economy like lnclilnsdz;i
bringing the large portion of the productiv.e sectors ofath:cft(i:zsnzglyrt i
formal financial network could release t.ht;l;lzrgztsli\;edcr iSen by income and
increasing domestic demand on a sustalrl:“ ol tnclusion has a multiple
consumption growth from each sectors. ‘n}]] <avings pooled from the huge
effecton the economy asa whole througll . thtion by providing access to
segment of the bottor of the py'ramld'llp::sulct in expansion in credit and
formal savings arrangements which wi t of the under-banked populationi.n
investments bybanks.Deepere"ga’feﬁeﬁ?}cia; system could improve their
e N 't!lmugh dul]i(:/i::;n;:;ndards which W".”_ en?blfothxfl?etmr;;ii;e.
financial conditions and livi ~ie and build resilience Righ v
nanElal WSt gene(rjatle ::[11; Governmentalso gets extremely be
f economicand livelihood shoCks.

efits to be
ts of welfare bene

arge amoun . :
e s meftmnsrfetrl:)ef |pofxzulation. From the point of Reserve
i

. ancial system greatly
Catgeted, disatvantagss grtt)):omic agents in the ﬁt?t‘zc;::d i):]creasing the
Bank of India all the ec policy more effectiv |
participate in making monetary ISSN 2277-5587 10
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JationdlY growth. It s
inbee i
o ngn: e Informal sector whjch,

octS 5 O
pr;-,_s[:";trt)“»ﬂnt;; impact of monetary policy
re( ucee- d‘)ﬂr

- 10

dt,d_.;ion.*- ui’fion - FlI= BC+NFA Where BC=
gener®! S MFIs 41T

5.::1”\,0_ rills Savi ng Banks Accounts
NFAZ

.= Fa1Ks+ Other financial Institutions + Micro
pinznc€ Institutions + Information Technology

oFI= Insurance Companies, Mutual Funds,
pension Companies

Essentials of Financial Inclusion

Appropriate Technology, appropriate and
efficient delivery models, mainstream banks
determination and involvement, strong
collaboration among banks, technical service
provider, BC services and liberalization of BC
model.

Financial Inclusion

There could be lack of access to financial services
due to several reasons such as lack of sources of
financial services in rural areas which are famous
for universal money lenders but do not have

banl.

reasons like p; hreach to the pq sy
l =
and more ot OF opera; ° Varig

Number of ); less),
POOr function: 1ents ap,, Olup
_ Clioning of financiy) instit “}anyomm
Mainreasons of financig) inclusiop, onsar the

Financia] Inclusiop, Indiy'
comparedwithothercountries S

The range of financia

to be higher as compared with gthe,
and some of the major emerging ecop,
vast range of financia] inclusion in Indiajs vigjy
in the form of high Population per bapy brancf:
and low volume of Population access 1, basic
banking services like saving accounts, cregy
facilities, and credit and debjt cards. The
following table is an outline of India's
performance in the area of financial inclusion 1
compared with other developed and developing
countries.

PUSition
] inclusion in Indi 18 foupg
develgpe
Omies, The

Indicators of Financial Inclusion- Cross Country Analysis

Country Number of Number of Bank Credit Bank Deposits |
Branches ATM’s

(per 0.1 million adults) ( As per cent of GDIL—’B/

India 10.64 8.9 51.75 63. i
China 23.81 49.56 287.89 i3_37.6/
 Brazil 46.15 119.63 40.28 143_77/
France 41.58 109.8 42.85 ,_,;76-5,/
Mexico 14.86 45.77 18.81 ;?51/
B 24.87 122.77 445.86 _‘5.‘%’,78//
S 35.43 173.75 46.83 ' .
(Korea 8.8 250.29 90.65 _@%;—'/
IS)‘”%“.h Africa 10.71 60.01 74.45 _,%15’9-;/

Source. IMF, Financial Access Survey, 2011-12
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century, growth rate hasin
few years. Along with d
growth it shows high growt
income in excess of 6% in I
perhaps reaching 7% which
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| _cgplta"l'ricome every ten years.
ntly thec

rtan urrent growth rate isnota
£ ‘-”fn‘ﬁ? an SO through the financial inclusion
qush 2 e theinclusion growth and access of
acility will help to enhance the
cre rene“rial skill of people and solve the
etgfbigm of credit crunch among the developed
! peopie.
There jsa genera

| consentamong economists that

ﬁnaﬂCia] Jevelopment incites economic growth.
development creates enabling

Financiai
for growth through supply lending

conditions

[ﬂnancial development spurs growth) or a
jemand following (growth generates demand for
fnancial products] channel. And it will lead to the
gmwth of different financial products in India.
(hallenges in Financial Inclusion

Business Correspondent

Model allows, NGOs / MFls setup under societies
{ Trust Acts, Societies registered under Mutually
sided Cooperative Societies Acts or Cooperative

societies Acts of States, section 25 companies and

post offices tO act as Business Correspondents.

Most organizations included in these forms have
social mandates with less emphasis on business
model. The present guidelines exclude NBFC and
MFis from the ambit of being a Business
Correspondent. The current experience of MFIs
outreach in India shows high growth rate and
9““93(311 to the poor and at the same time
limitations on the type of financial services that
canbe offered by them. The BC framework allows
for this to be corrected. However currently the
legal form that allows MFls to grow in size and
Scale. and access greater resources is not
;e;?"s?ible as a Business Correspondent Most
pm:i ‘f‘Cludes under other legal fr)rms
l‘egist:Slb]e under the BC framework aim‘to
and scr ?s NBFCs to attract capital for expdnsmn
Compa:_e of business. Non Banking Fma.nce
“Sinessles should be brought under the ambit of
only ge Correspondent framework as they ndt
“litr.g;,w;;v s the need of scale through their
Professig ut also have access t0 resources focll‘
r‘-‘Sponsibﬁfl management of an enhance
ty through the BC model.

rﬂm t .
he point of view of banks provi

The RBI circular on

ding such

Shogp
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fservices would have vy .

it. The major risks “UH'» risk associated with
reputation and ”Pffril“u:\;fih?- h;i’n.i'.s are lepal,
to be managed with tight amr;skf,, hese risks are
developing systems and regular monitoring,
developing effective risk r?ili::chums and B
rnatrix. The banks can cnns:‘d'_.r%:.tjr:g “.mls anc
inslitutions through varinu\; -ahi:atmg e
indicators and procedures like r;i;pii;Y:?: s
govdrnance, liquidity of the instltJtlquu;?;);
placing minimum liquidity at banks cnncernnd in
the form of deposit, systems and procediirpg
regular inspection of the BC either thrnugh'n;
house or external auditors.
RBIEffortsonFinanciallnclusion

The Reserve Bank of India has introduced
branchless banking by facilitating the business
correspondent model, enabling non-government
organizations, micro -finance bodies, co
operative societies, grocery shops, PCOs and
individuals to collectsmalldeposits,disburse and
recover certain loans and also sell other financial
products like insurance , pension and mutual
funds and to handle small remittances and
payments. But it is also true that while a large
number of no-frills accounts have been opened
those that are operational have yet to reach a

aningful level? On its part the government has
a number of initiatives tO

marginalized like small
for another loan issuing them

ty asking banks to
usion

me
also unveiled

mainstream the
borrowers eligible

credit cards without securl .
adopt one district for 100% financial incl

and estab]ishment of the financial inclusiorr hind
and financial inclusion technology fund. Thisis 3

art there are over 83 million Kisan Credit Cards.
areover>S million self Help Groups

Rs 40 billio

Bank of India @ e
notrestrictedmerelyt operilng b ﬁk?ccanCia
and should imply rovisro ad OLi;rdraft
services like credit remittanc an
facilities for the rural poor
Conclusion | N

ithstandingt e regulatorys operandnaifs ‘
NhlTW aspe in focu financial inclusion

er

o jch ca




systeM. Formal financial
factors in the ‘bjianks S Ao '
- etitutions such as ’ mpanies,
institutions ensioN companies will have to join
mutual funds, p
hands with smaﬂN(}O-MFlS, largexj NBF(.J -MFls
and technologyproviders to enable inclusion. The
strength of these institutions will have to be put
together through sound collaborations for
financial inclusion. Local and national presence
organizations have to ensure that these
partnerships look at both commercial and social
aspects to help achieve scale, sustainability and
impact. This is a collaborative model will have to
tackle exclusion in two ways. By ensuring that
there is a supply of appropriate and affordable
services available to those that need them and by
stimulating demand for appropriate financial
products services available to those that need
them and by stimulating demand for appropriate
financial products, service and advice with
appropriate delivery mechanism. These different
sets of institutions have to appreciate the power
of this model and collaborate to deliver and to
reach and to reach the large number of masses by
providing comprehensive financial services and
financial advice. Such collaborations will also

ensure that financial inclusion is not

looked upop
as a social obligation but viable business modals
overtime.
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