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ABSTRACT

- Deposits products
- Credit products
- Micro-insurance products (life and non-life)

In most developing countries, the vast majority of the population particularly low-income group people have very little access
to financial services, both formal and semi-formal. As a consequence, many of them have to necessarily depend either on their
own or high cost informal sector sources of finance such as moneylenders. The term financial inclusion needs to be understood
in a broader perspective to mean the provision of the full range of affordable financial services, viz access to payments and
remittance facilities, savings, loans, financial advisory services and insurance services by the formal services system to those
who tend to be excluded from these services. Financial inclusion, the remedy for financial exclusion, is a process of facilitating
and ensuring formal and affordable broad range formalized financial services/ products is easily accessible with hassle —free
and at affordable costs to all sectors /segments of the vast unreached population where needed, including the vulnerable such
as weaker sections and low-income groups, un-banked in far-off remotest villages, either as individuals or as groups. The
financial products for the vulnerable clients may have the following categories like-

Introduction

In most developing countries, the vast majority of the popula-
tion particularly low-income group people have very little ac-
cess to financial services, both formal and semi-formal. As
a consequence, many of them have to necessarily depend
either on their own or high cost informal sector sources of
finance such as moneylenders. The term financial inclusion
needs to be understood in a broader perspective to mean the
provision of the full range of affordable financial services, viz
access to payments and remittance facilities, savings, loans,
financial advisory services and insurance services by the for-
mal services system to those who tend to be excluded from
these services. Financial inclusion, the remedy for financial
exclusion, is a process of facilitating and ensuring formal and
affordable broad range formalized financial services/ prod-
ucts is easily accessible with hassle —free and at affordable
costs to all sectors /segments of the vast unreached popula-
tion where needed, including the vulnerable such as weaker
sections and low-income groups, un-banked in far-off remot-
est villages, either as individuals or as groups. The financial
products for the vulnerable clients may have the following
categories like (i) deposits products, (ii) credit products, and
(iii) micro-insurance products (life and non-life)

Objectives of financial inclusion

1. To take banking services to everybody to meet their entire
savings, credit and remittance needs initially

2. To cater to the needs for all other financial products and
services subsequently

3. One of the fundamental aims of comprehensive financial
inclusion is to increase the outreach of the formalized
well-functioning banking system to reach the unreached
poor population and the unbanked areas.

4. To provide banking services to entire population residing
in urban and metro areas through a functional approach

5. To involve stakeholders like non-government organiza-
tion (NGOs), industry associations, mutual fund compa-

nies, and society at large.

Importance of financial inclusion
1. ltis a necessary condition for sustaining equitable growth

2. It protects the poor people from the clutches of usurious
moneylenders.

3. It will make possible for the governments to make pay-
ments under the social security schemes like National
Rural Employment Guarantee programme (NREGA)
through bank accounts of the beneficiaries, by electronic
transfers. This will minimize transaction costs including
leakages.

4. It provides an avenue for bringing the savings of the poor
into the formal intermediation system and channels them
into investment.

5. The large number of low cost deposits will offer banks an
opportunity to reduce their dependence on bulk deposits
and help them to better manage both liquidity risks and
asset-liability mismatches.

Measures by RBI and GOI towards financial Inclusion
Banks The Reserve Bank of India (RBI) and the Government
of India (GOI) have been making efforts to increase banking
penetration in the country. Some of these measures are

1. Cooperative movement

2. Setting up of state bank of India

3. Nationalization of banks

4. Lead bank scheme

5. RRBs

6. Service Area Approach

7. Self Help Groups

More over, the government of India has also expressed its
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explicit concern on the issue of overall inclusion in the de-
velopment process through its various initiatives such as the
Rural Employment Guarantee Scheme, the Bharat Nirman
programme, the sarva shiksha abhiyan.

Initiatives taken by RBI /Government for financial inclu-
sion

1. Concept of no-frills accounts

Basic banking no-frills accounts with nil or very low minimum
balance as well as charges that make such accounts acces-
sible to vast sections of the population. Banks have been ad-
vised to provide small overdrafts in such accounts.

2. Relaxation on know-your-customer(Kyc) norms for
opening of no-frill accounts

Kyc requirements for opening bank accounts were relaxed
for small accounts in august 2005, thereby simplifying pro-
cedures by stipulating that introduction by an account holder
who has been subjected to the full kyc drill would suffice for
opening such accounts . the banks were also permitted to
take any evidence as to the identity and address of the cus-
tomer to their satisfaction .It has now been further relaxed to
include the letters issued by the unique Identification Authroity
of India containing details of name ,address, and Aadhaar
number

3. Business correspondents(BCs) and business
facilitators(BFs) Model

The Reserve Bank permitted banks to engage BCs and BFs
as intermediaries for providing financial and banking servic-
es. The BCs and BFs as intermediaries for providing financial
and banking services. The Bc model allows banks to provide
doorstep delivery of services, especially cash in cash-out
transactions, thus addressing the last-mile problem. The list
of eligible individuals and entities that can be engaged as Bcs
is being widened from time to time. With effect from Septem-
ber 2010, for —profit companies have also been allowed to be
engaged as BCs.

4. Introduction of general credit cards

With a view to helping the poor and the disadvantaged with
access to easy credit , Banks have been asked to consider
introduction of a general purpose credit card facility Up to
Rs.25,000 at their rural and semi-urban branches . The ob-
jective of the scheme is to provide hassle-free credit to banks’
customer based on the assessment of cash flow without in-
sistence on security, purpose or end-use of the credit.

5. Use of technology and micro credit

Recognizing that technology has the potential to address the
issue of outreach and credit delivery in rural and remote ar-
eas in a viable manner, banks have been advised to make
effective use of information and communication technology
(ICT), to provide door step banking services through the BC
model where the accounts can be operated by even illiterate
customers by using biometrics, thus ensuring the security of

transactions and enhancing confidence in the banking sys-
tem.

1. Creation of funds for financial inclusion

Financial inclusion fund and financial inclusion Technology
Development fund were created by Central Government for
meeting the costs of development, and promotional and tech-
nology interventions. A fund of Rs. 5,000 crore in NABARD
was also created to enhance its re-finance operations to short
term cooperative credit institutions.

1. New branches in unbanked rural centres

To further step up the opening of branches in rural areas so as
to improve banking penetration and financial inclusion rapidly,
the need for the opening of more bricks-and —mortar branch-
es, besides the use of BCs, was felt . Accordingly, banks have
been mandated to allocate at least 25% of the total number
of branches to be opened during a year to unbanked rural
centres.

2. Banking services in unbanked villages with a popula-
tion of more than 2000

Banks were advised to draw up a road-map to provide bank-
ing services in every unbanked village having a population of
over 2000 by march2012. The reserve bank advised banks
that such banking services need not necessarily be extended
through a brick-and mortar branch, but could also be provided
through any of the various forms of ICT-based models. About
73,000 such unbanked villages were identified and allotted to
various banks through state-level bankers’ committees.

3. Plan of banks for financial inclusion

The Reserve bank advised all public and private sector banks
to submit a board —approved, three-year financial inclusion
plan(FIP) started April 2010. These plans broadly include
self-set targets in respects in respect of rural brick-and mortar
branches opened; BCs employed; coverage of unbanked vil-
lages with a population above 2,000, as also other unbanked
villages with population below 2,000 through branches;
BCs and other modes; no-frills accounts opened , including
through BC-ICT ; kisan credit cards(KCCs) and general credit
cards(GCCs) issued; and other specific products designed by
them to cater to the financially excluded segments.

4. Consolidation of Regional rural Banks(RRBs)

The central Government has kicked off a major consolidated
exercise among RRBs which will play an important role in the
country’s scheme of financial inclusion.

Conclusion

An inclusive growth will act as a source of empowerment and
allow people to participate more effectively in the economic
and social process. Banks that have global ambitions must
meet local aspirations. Financial access will also will attract
global market players to our country that will result in increas-
ing employment and business opportunities.
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