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FINANCIAL INCLUSION' FUTURE AND PROBLEMS o

: Dr. ijay Annaso Manc -
Head Department of Commerce
Chandrabaz-Shantappa Shendure College, Hupari.

Abstract ;

As the majority of the rural population is still not included in the mcluszve growth, the concept of Jfinancial
inclusion becomes a challenge for the Indian’ economy. Since2005 »many concerted measures are initiated by
the Reserve Bank of India and Government of India in favor of financial inclusion but the impact to these did

"not yield satisfactory resuits. The availability of banking services to the entire population without any
discrimination is the prime objecnves of the public policy. The poor sections of the Society are ignorant
»about the banking servites, suitable products.available Jor them ﬁom the banks. Banking can be lucrative

om'y when financial products.are made available to each and every one in the society. The idea of Financial

, ]nclusxon is.to bring all poor sections of the society into the fold of the formal financial system. Many qforls

have made by the Govemment earlier to promote financial inclusion. Still a number of Rural households are
not covered by banlang network i.e., nearly 40 per cent of rural residents do not have. bankmg access. This

. paper throws light on the bastc concept of Financial Inclusion, varzous issues and problems for banks

Introductmn

-The process of economic progress has started by initiatives taken by the Congress Government in the year

1991 onwards. Economic reforms consisted two distinct stands~- Macroeconomic stablhzatlon, and structuml v

refonns As part of the financial sector reforms Government has appomtcd a commlttee under the *
chairmanship of Mr. M. Narasimham, and this committee has submitted many recommendatlons such as -

nght capitalization, merger of weak banks with strong banks, hcensmg of new private sector banks and -
establishment of Board of Financial chulatxon supervision. In spite of all these reforms still we could see
some causes of concern along with growth and development. Lower income groups, weaker sections of the
society, etc. are still in the clutches of money lenders and indigenous bankers. They are not aware of how to
protect their money and no access to banks also. 40 per cent of Indian lack access to simplest kind of formal

financial services. The availability of banking service to the entire populatlon without any discrimination is

the prime objective of the public policy. The poor sections of the society are ignorant about the banking
services, suitable products available for them from the banks. Baking can be lucrative only when fi nanc:al
products are made available to cach and every one in the soclcty Therefore, the financial mclusnon is a

process by which poor people can be served thh smtable product’s in order to make them to have ..
accessibility to banks.

Objective of the study: .
1) To understand the concept of financial mclusmn

* 2) To know the strategies implemented by Reserve Bank of Indxa to strengthen the financial mclusnon
+ 3) To find out how financial inclusion can help mclusuve growth.

4) To identify the problerms to be faced by ﬂle country to strengthen the financial inclusion.

- Edulndex Impact Factor 5.20 UGC Approved lournal No 48833

- Electronic Interdisciplinary Internat‘innél_ liesearch ]oui;nai (EIIR))




ENRJ ISSN-2277-8721 \ l_vn,&,,',‘m Issue-X1, 16™ March. 2018

Resezrch Methodology :

This research paper is based on only Secondary data. This data is bemg collectcd through various sources
such as books, Magazines, journals, papers and websif

Definition of Financial Inclusion:

According to the Planning Commission (2009), Financial inclusion refers to univessal access to a wide range
of financial services at a reasonable cost. These include rot only banking products but also other financial

services such as insurance and equity products. Financial Inclusion is defined as “the process of ensuiing

acoess to appropriate financial products and services needed by all sections of the society in general, and
Vulnerable groups such as weaker sections and Jow income groups in particular, at an affordable cost in a fair
and transparent manner by regulated mainstream institutional players”.
Financial Inclusion and ¥nclusive Growth:
Today, there is a national as well as global focus on inclusive growih The Financial Stability and
Devetopment councit (FSDC), headed by the Finaace Minister, is Mandated to focus on financial inclusion
and financial literacy. 'All financial sector regulators mc!udmg the Reserve Bank of India are committed to
the Mission. And, very publicly, so are banks ad other financial sector entities. If we are advocating any
kind of stability whether financial, economic, political or social and inclusive growth With' stability, it is not
- possible to attain without achieving financial inclusion.Empirical evidence shows that countries with Taige
propartion of population excluded from the formal financial system also show higher poverty ratios and
higher inequality. Thus, financial inclusion is no tonger a policy choice today but a policy compulsion. And,
Banking is a key driver for fi ial inclusionfinclusive growth.
Role of Banks: ' » )
It is well recognized that there are supply side and demand side factors driving inclosive grdwth. Banks and

other financial services players largely are expected to mitigate the supply side processes that prevent poor
and disadvantaged social groups from gaining access to the financial system. Access to financial products is
constrained by several factors which include lack of awareness about the financial products, Unaffordable
products, high transaction costs, and products which are not convenient, inflexible, not customized and of
low quality. Apart from the supply side factors, demand side factors such as lower income and/or asset
holding also have a significant bearing on inclusive growth. Owing te difficulties in accessing formal source:
of credit, poor individuals and small and microenterprises usually rely on their-personal saving or internal
sources or take resources to informal sources to invest jn health, education, housing and entreprenenrial
activities to make use of growth ‘opportunities. The mainstream financial institutions like banks have an
important role to play in this effort, not as social obligation but as pure business proposition.

What it means to us?

Our broad objective is to take banking to all sections of the society, rural and urban which are excluded. One
attention was specifically attracted to providev banking services to all the 6 lakh villages and mect their
financial needs through basic financial products fike saving, credit, remittance and insurance for obvious
reasons. Though, the focus initially was to cover villages with population above 2000 by March 2012, banks
have since drawn up their broad approved financial inchusion plans to Pput in place a road map for extending
banking services in all villages in an integrated manner over period of next 3 to 5 years.
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. Easy Credit Facilities;: RBI has asked banks to consider introducing General purpose Cre&nt Card (GCC) 3
* facility up to Rs. 25,000/ at their rural and semi urban branches. GCC is in the nature of rotating cri

" Other Rural Intermediaries: Banks were permitted by RBI to use other rural «gmunons
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~ - -

STEPS TAKEN BY RBI TG SUPPORT THE FINANCIAL INCLUSION:

India has a Jong history of banking development. After Independence, the major focus of the Government,
and RBI was to develop a sound banking system which could support planned economic development
through mobilization of resources and channel them into productive sectors. Thus, the Government's desire

. to use the banking system as an important agent of change was one of the important policies. RBI has also

taken | es to achieve greater financial inclusion in India. Some of these measures are as

follows:
Simplified KYC Norms: In order to ensure that low income group (poor people) does not face difficulty in

- opening the bank account due to procedural hasstes, the KYC (Know Your Customer) norms have been

simplified. . In addition, banks are allowed to use Aadhar Card as a proof of both identity and address,

' Financial Education: It was advised by RBI that Financial Literacy Centers (FLCs) and all the rural
" branches of SCBs should scale-up financial lileracy efforts through conduct of Financial Literacy Camps at

least once a month, to facilitate financial inclusion through provision of ‘Financial Literacy” and ‘Financial
Access’,

- Branches in Un-banked Villages: RBI has directed all banks to alfocate at least 25% of !he tota] numbet of

branches to be opened in un-banked (Tier 5 and Tier 6) rural centers.

entitling the holder to withdraw up to the limit sanctioned. The interest rate on the facllxty, _entirely
deregulated. s

n-
government organizations, self-help groups, microfinance mslltutlons efc. for furtheting. llle cauw of ‘
financial inclusion. : '

Simplified Branch Authorization Policy: To address the issue of uneven spread of bank branchcs, in 2009,
domestic scheduled commercial banks were permilt’ed'to freely open branches in tier 11 to tier VI centers
with a population of less than 50,000 under genera!l permission, subject to reporting. Even in North-Eastern

States, domestic SCBs can open branches without having any permission from RBL

Usage of Reglonal Language: The RBI asked banks to provide all the material related to opening accounts,

disclosures etc. in the regional language so as fo increase financial inclusian.

Discussion Paper: The RBI has put out a discussion paper “Discussion Paper on Bankmg Structure in India
— The Way Forward"in Angust 2013 for public comments. One of the main issues relates to “Differentiated
Banking Licenses™, The subject of licensing ‘small banks and financial inclusion’ has been discussed therein,
A view will be taken by RBI after factoring in the comments/suggestions received from the general public,
Basic Saving Bank Deposit: RBI has adviscd all banks to offer such accounts (no frills) with minimum

common facilities such as no minimum balance, deposit and withdrawal of cash at bank branch and ATMs,
. receipt/ credit of moncy through electronic payment channels, facility of providing ATM card el.

Watchdog: All banks had been advised to submit board approved three year Financial Inclusion Plan (FIP).
These policies aim at keeping self-set targets in respect of rural brick and mortar branches opened, coverage
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