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ABSTRACT 
Access to safe, easy and affordable credit and other financial services by the poor and vulnerable groups, disadvantaged areas and 
lagging sectors is recognized as a pre-condition for accelerating growth and reducing income disparities and poverty. Access to a 
well-functioning financial system, by creating equal opportunities, enables economically and socially excluded people to integrate 
better into the economy and actively contribute to development and protects themselves against economic shocks. Despite the 
broad international consensus regarding the importance of access to finance as a crucial poverty alleviation tool, it is estimated 
that globally over two billion people are currently excluded from access to financial services. In most developing countries, a 
large segment of society, particularly low-income people, has 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 informal sources of finance and generally at 
an unreasonably high cost. The situation is worse in least developed countries (LDCs), where more than 90 per cent of the 
population is excluded from access to the formal financial system. The paper highlights the basic features of financial inclusion, 
and its need for social and economic development of the society. The study focuses on the role of financial inclusion, in 
strengthening the India’s position and highlighting key factors necessary for financial inclusion. For analyzing such facts data 
for the study has been gathered through secondary sources including report of RBI, NABARD, books on financial inclusion and 
other articles written by eminent authors. After analyzing the facts and figures it can be concluded that undoubtedly financial 
inclusion is playing a catalytic role for the economic and social development of society but still there is a long road ahead to 
achieve the desired outcomes.   
Banking business has done wonders for the world economy.  The simple looking  method  of  accepting  money   deposits  from  
savers  and  then  lending  the same money  to borrowers,  banking  activity  encourages  the flow  of  money  to productive use 
and investments. This in turn allows the economy to grow.  The government of India started the cooperative movement of India in 
1904. Then the government therefore decided to develop the cooperatives as the institutional agency to tackle the problem of rural 
indebtedness, which has become a curse for population.  In such a situation cooperative banks operate as a balancing centre. At 
present there are several cooperative banks which  are performing  multipurpose functions  of  financial, administrative,  
supervisory  and  development  in  nature of expansion  and  development  of  cooperative credit system.  
Keywords: Economic growth, Financial Inclusion or Inclusive Financing, Financial Services, Financial Assistance, 
Indian economy, policy, financial system. 
 
INTRODUCTION  
Financial Inclusion is considered to be the core objective of many developing nations since from last decade as many 
research findings correlate the direct link between the financial exclusion and the poverty prevailing in developing 
nations. According to World Bank report “Financial inclusion, or broad access to financial services, is defined as an 
absence of price or non price barriers in the use of financial services.” In India the basic concept of financial inclusion is 
having a saving or current account with any bank. In reality it includes loans, insurance services and much more. The 
first-ever Index of Financial Inclusion to find out the extent of reach of banking services among 100countries, India has 
been ranked 50. 
Financial inclusion has indeed far reaching positive consequences, which can facilitate many people to come out of the 
abject poverty conditions. It is widely believed that financial inclusion provides formal identity, access to payments system 
and deposit insurance, and many other financial services. Universally, it is accepted that the objective of financial 
inclusion is to extend the scope of activities of the organized financial system to include within its ambit the people with 
low incomes. In India, there is a need for coordinated action amongst the banks, the government and related agencies to 
facilitate access to bank accounts to the financially excluded. In view of the need for further financial deepening in the 
country in order to boost economic development, there is a dire need for expanding financial inclusion. By expanding 
financial inclusion, inclusive growth can be attained by achieving equity. The policy makers have already initiated some 
positive measures aimed at expanding financial inclusion. However, the efforts are opined by many as not commensurate 
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with the magnitude of the issue. There is also a need on the part of the academicians and researchers to study the issue of 
financial inclusion with a comprehensive approach in order to highlight its need and importance. Financial inclusion is 
delivery of banking services at an affordable cost to the vast sections of disadvantaged and low income groups. As 
banking services are in the nature of public good, it is essential that availability of banking and payment services to the 
entire population without discrimination is the prime objective of the public policy[6]. 
 
Financial Inclusion Equation 
 
NFA + BC = FI 
 
Where, BC = Banks + OFIs + MFI + IT 
 
NFA = No Frills Saving Bank Account 
BC = Banks + Other Financial Institutions + Micro Finance Institutions + Information Technology 
OFI = Insurance Companies, Mutual Funds, Pension Companies 
 
FINANCIAL INCLUSION IN INDIA  
The unique features which must be analysed with respect to financial inclusion in India before making strategies are as 
follows:- 
• India has the world’s 2.4% geographical area and its 16% population. It has a vast extent in terms of area. It has 

wide variation in terms of topography and density of population. 
• Within the vast Indian population there are many types of people. They speak number of languages, come from 

varied cultures and have diverse mind sets. 
• There are many social distinctions between people on the basis of minority groups, caste and religion. Tribal people 

have an entirely distinct way of life and method of thinking. 
• There are many parts of India (like Jammu & Kashmir, North Eastern States) that are politically unstable. Thus 

making financial access a challenging task. 
• A majority of the population lives in rural areas. Due to low literacy levels the awareness level of most people 

regarding financial services is abysmally poor. 
• No one policy is applicable on the whole of the nation as a whole, due to varied potentials and needs. Therefore a 

detailed study of financial inclusion is a must.[4] 
 
Overview of Financial Inclusion in India  
SHG-Bank Linkage Programme has been a major tool in achieving FI in India. There has been a steady progress under 
the SHG-Bank Linkage programme with a sizeable growth in the total number of SHGs savings linked with banks 
reaching 74.62 lakh by March 2011. Out of total, exclusive women SHGs were 60.98 lakhs and amongst them 12.94 
lakhs were credit linked. The total number of SHGs having loans outstanding as on 31 March 2011 stood at 47.87 lakhs 
of which exclusive women SHGs were 39.83 lakh and covered 97 million. Total savings amount of SHGs with banks as 
on 31 March 2011 was to the rune of Rs. 7016 crores of which the share of exclusive women SHGs was Rs. 5298.64 
crores. Total amount of loans outstanding against SHGs as on 31 March 2011 was Rs. 31221 crores of which total loans 
outstanding against women SHGs was Rs. 26123 crores.  
Basic banking 'no-frills' account, with 'nil' or very low minimum balance requirement as well as no charges for not 
maintaining such minimum balance, make such accounts accessible to vast sections of the population were introduced as 
per RBI directive in 2005. Banks have, up to June 2011 opened banking outlets in 1.07 lakh villages up from just 54,258 
as on March 2010. Out of these, 22,870 villages have been covered through brick & mortar branches, 84,274 through BC 
outlets and 460 through other modes like mobile vans, etc. As on March 2012, 105.5 million No-frills accounts have been 
opened by banks with outstanding balance of INR 93.3 billion. These figures, respectively, were 4.93 crore and Rs 
4257.07 crore in March 2010. [4] 
 
CHALLENGES OF FINANCIAL INCLUSION 
India currently faces several challenges in the area of Financial Inclusion for Inclusive growth. 
Salient among them are stated here below[1]:- 
 
� Spatial Distribution of Banking Services:- Even though after often emphasized policy.   Intervention by the government 
and the concerted efforts of Reserve Bank of India and the public sector banks there has been a significant increase in the 
number of bank offices in the rural areas; but it is not in tune with the large population living in the rural areas. 
            For a population of 70% only 45% of bank offices provide the financial services. 
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� Regional Distribution of Banking Services: The analysis brings to the fore that there has been uneven distribution of 
the banking services in terms of population coverage .Bank Branches are required to be increased as it has a direct impact 
on the progress of financial Inclusion. It is clearly established that as the bank branches increase number of bank 
Accounts also increase significantly. 
 
� Financial exclusion: It has been found that financial services are used only by a section of the population. There is 
demand for these services but it has not been provided. The excluded regions are rural, poor regions and also those living 
in harsh climatic conditions where it is difficult to provide these financial services. The excluded population then has to 
relies on informal sector (moneylenders etc) for availing finance that is usually at exorbitant rates. These leads to a 
vicious cycle. First, high cost of finance implies that first poor person has to earn much more than someone who has 
access to lower cost finance. Second, the major portion of the earnings is paid to the moneylender and the person can 
never come out of the poverty. Financial excluded sectors in Rajasthan is 47.6% of farmer households are excluded from 
both formal / informal sources ,Outreach of formal financial institutions is around 35% households ,Self Help Groups / 
Micro Finance Institutes – outreach to about 25% families in rural areas but cater to only limited financial needs. 
 
�  High cost: It has also been seen that poor living in urban areas don't utilize the financial Services as they find financial 
services are costly and thus are unaffordable. Hence, Even if financial services are available, high costs deter the poor 
from accessing them.          
 
� Non-price barriers: Access to formal financial services also requires documents of proof regarding a persons' identity, 
income etc. The poor people do not have these documents and thus are excluded from these services. They may also 
subscribe to the services initially but may not use them as actively as others because of high distance between the bank 
and residence, poor infrastructure etc. 
 
� Behavioral aspects: Research in behavioral economics has shown that many people are not comfortable using formal 
financial services. The reasons are difficulty in understanding language, various documents and conditions that come 
with financial services etc. 
 
� Overcoming Bankers’ Aversion for Financial Inclusion: Even though no banker openly expresses his aversion for the 
financial inclusion process, overtly it can be noticed that they are averse to it in view of the cost aspects involved in 
opening of no frill accounts. 
 
Role of RBI in Financial Inclusion 
Reserve Bank needs to take a pro-active role in the accelerating financial inclusion by involving all the stake holders in 
the financial system by using its power of moral suasion as well as regulatory powers. RBI focus led to a few key 
developments: 
 
� No-Frill accounts: In November 2005, RBI asked banks to offer no-frills savings account which enables excluded 
people to open a savings account. Normally, the Savings account requires people to maintain a minimum balance and 
most banks now even offer various facilities with the same. No-frills account requires no (or negligible) balance and is 
without any other facilities leading to lower costs both for the bank and the individual. The number of no-frills account 
has increased mainly in public sector Banks from about 0.4 million to 6 million between March 2006 and March 2007. 
The number of No-frill accounts in private sector banks also increased from 0.2 million to 1 million in the same period. 
No significant increases were there in foreign banks.  
 
� Easier Credit facilities: Banks have been asked to consider introducing General purpose Credit Card (GCC) facility up 
to Rs. 25,000/- at their rural and semi urban branches. GCC is in the nature of revolving credit entitling the holder to 
withdraw upto the limit sanctioned. The limit for the purpose can be set Based on assessment of household cash flows; the 
limits are sanctioned without insistence on security or purpose. The Interest rate on the facility is completely deregulated. 
A simplified mechanism for one-time settlement of overdue loans up to Rs.25, 000/- has been suggested for adoption. 
Banks have been specifically advised that borrowers with loans settled under the one time settlement scheme will be 
eligible to re-access the formal financial system for fresh credit. 
 
� Simple Know your customer Norms: In order to ensure that persons belonging to low income group both in urban and 
rural areas do not face difficulty in opening the bank accounts due to the procedural hassles, the KYC procedure for 
opening accounts has been simplified for those persons who intend to keep balances not exceeding rupees fifty thousand 
(Rs. 50,000/-) in all their accounts taken together and the total credit in all the accounts taken together is not expected to 
exceed rupees one lakh (Rs.1,00,000/-) in a year. 
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� Usage of Regional language: The Banks were required to provide all the material related to opening accounts, 
Disclosures etc in the regional languages. 
 
� Political Will: Political will is an all important aspect in any developmental effort. Political leadership should accord 
adequate importance for financial inclusion in order to motivate and mobilize all the weaker sections of the society.[7] 
 
Importance of Financial Inclusion 
More than half the world’s adult population that is an approximate 2.5 billion Adults do not use any form of formal 
financial service. 2.2 billion Of these adults live in Africa, Asia, Latin America and the Middle East (Rangarajan, 
2008).According to the Rangarajan Committee on Financial Inclusion report, National Sample Survey Organisation data 
reveal that 45.9 million farmer households in India (51.4%), of the total 89.3 million households do not access credit 
either from the formal or the informal sector. Despite the network of bank branches, only 27% of total farm households 
use formal sources of credit.[3] 
 
Financially excluded people include marginal farmers, landless laborers, oral lessees, self employed and unorganized 
enterprises, urban slum dwellers, migrants, unemployed, ethnic minorities and socially excluded groups, senior citizens, 
physically challenged people etc. 
 
� Financial inclusion contributes towards growth in income thus decreasing the vulnerability of the poor. This facilitates 
poverty reduction and growth with equity. Financial inclusion links more economic resources to the formal economic 
system thus leading to overall economic growth and development, specially in the developing nations. 
 
� Today development in most developing countries is a result of the contribution of the economically top few percent of 
the population. While in many countries a lot of public resources are spent on the provision of basic services to the 
economically deprived. Through financial inclusion it is possible, over a period of time, to transform these economically 
deprived people into a large section of society that actively contributes to the economic development of the nation thus 
making true inclusive growth a reality. 
 
� With financial inclusion, banks gain business, providing a further impetus to the economy. For example in India 49.5 
million farm households can be included financially. This may not seem a profitable venture initially however if applied 
properly with appropriate means for capital formation, this is a huge business opportunity.  
 
� Financial inclusion is an effective tool for poverty reduction if applied strategically. With reduction in poverty, at least 
a part of the huge amount of public resources spent on provision of basic needs for the poor can be used for other 
purposes. 
 
� Further financial inclusion can put the check on pilferage of funds. This can bring into the mainstream economy major 
funds which are otherwise lost to the unaccounted black economy. 
 
� Finally, financial inclusion opens up access to a large market. This will attract global market players and foreign 
investment, increasing employment and business opportunities in developing countries. Thus financial inclusion is a must 
for inclusive economic growth. 
 
Five areas of financial inclusion 
• Banking 
•  Credit 
•  Insurance 
•  Savings and  
• Financial advice  
 
 Most major area of concern is Banking .Not having a bank account is the most obvious way that people are financially 
excluded. Being ‘unbanked’ makes it more difficult to gain regular and stable employment, and to receive benefits. It can 
also result in social stigma. The identity requirements for opening a bank account can pose a problem for BME people, as 
it does for low income groups, because they may not have, or be confident in supplying, the requisite identity documents 
(e.g. passport, driving license or utility bill). Language – whether lack of English as a first language, or not 
understanding technical jargon – can also be a barrier. With the advent of Post Office Card Accounts and basic bank 
accounts there has been progress in reducing ethnic disparities in basic banking services. 
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Literature Review 
Financial inclusion, of late, has become the business world in academic research, public policy meetings and seminars 
drawing wider attention in view of its important role in aiding economic development of the resource poor developing 
economies. In the Indian scenario, the term ‘financial inclusion’ is popular in financial circles, especially after the 
Reserve Bank of India (RBI) announced a series of measures in its credit policy for 2006-07 to include many of the 
hitherto excluded groups in the banking net. 
 
Rangarajan Committee (2008) on financial inclusion stated that: “Financial inclusion may be defined as the process of 
ensuring access to financial services and timely and adequate credit where needed by vulnerable groups such as weaker 
sections and low income groups at an affordable cost.” The financial services include the entire gamut of savings, loans, 
insurance, credit, payments, etc. The financial system is expected to provide its function of transferring resources from 
surplus to deficit units, but both deficit and surplus units are those with low incomes, poor background, etc. By providing 
these services, the aim is to help them come out of poverty.[3] 
 
Indian Institute of Banking & Finance (IIBF) opines, “Financial inclusion is delivery of banking services at an affordable 
cost (‘no frills’ accounts,) to the vast sections of disadvantaged and low income group. Unrestrained access to public 
goods and services is the sine qua non of an open and efficient society” 
 
A perusal of literature on finance and economic development reveals that the earlier theories of development concentrated 
on labor, capital, institutions, etc., as the factors for growth and development. There have been numerous researches 
analyzing how financial systems help in developing economies. A great deal of consistency exists among economists 
regarding financial development prompting economic growth. Many theories have established that, financial development 
creates favorable conditions for growth through either a supply leading or a demand-following channel. According to 
Rajan and Zingales (2003), development of the financial system contributes to economic growth.[2] 
 
Scope of the Study 
To achieve greater financial inclusion, financial services should reach the poor of socially excluded group’s particularly 
poor people private finance banks and other financial institution has played a vital role in filling up this gap. This study 
helps us to know the financial inclusion position, awareness level, towards no frills account and saving and credit 
behavior of the low income groups. 
 
Objectives of the Study 
1. To understand the scope and coverage of financial inclusion in India. 
2. To list the various measures & initiatives of state / central    government with Respect to financial inclusion. 
3. To find out the implications of Indian Banks in Reaching out to the unbanked and backward Areas.  
4. To evaluate & analyze the contributions of these initiatives to the Economic development of the nation.  
5. To study the measures taken by the banks for financial inclusion.  
6. To analyze the difficulties involved in the adoption of financial inclusion.  
7. To explore the need and significance of financial inclusion for economic and social development of society. 
8. To analyse the current status of financial inclusion in Indian economy. 
9. To analyse the status of Financial Services for financial inclusion. 
 
RESEARCH METHODOLOGY 
Research methodology is partly descriptive and partly exploratory. For this study Secondary data is    used. The data and 
information has been collected with the help of Books, Magazines, Newspapers, Research Articles, Research Journals, E-
Journals, RBI Report, and Report of NABARD etc.[5] 
 
FINDINGS 
State wise Progress in Financial Inclusion Programme over Year 2011-12 
Progress as on 30.9.2011 (States) 

S.no. 
Name of the 
State 

Total Villages 
Allotted 

Villages  
Covered up  
to 30.9.2011  
 
 

Villages yet 
to be covered 
 

Total BCs 
appointed 
 

Total FI 
accounts 
opened 
 

1 
A & N 
Islands 9 8 1 7 2318 
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2 
Andhra 
Pradesh 6661 4253 2408 3901 2315497 

3 
Arunachal 
Pradesh 11 3 8 3 0 

4 Assam 2327 683 1644 564 57155 
5 Bihar 9213 3856 5357 2465 1403653 
6 Chhattisgarh 1050 590 460 421 142908 
7 D & N Haveli 30 18 12 18 20622 

8 
Daman & 
Diu 7 3 4 2 1347 

9 Delhi 110 60 50 47 20216 
10 Goa 41 41 0 25 2898 
11 Gujarat 3502 2038 1464 1723 579183 
12 Haryana 1838 1416 422 1253 548354 

13 
Himachal 
Pradesh 48 33 15 19 33329 

14 J&K 795 591 204 569 187888 
15 Jharkhand 1541 992 549 904 1546150 
16 Karnataka 3395 2465 930 2266 1181042 
17 Kerala 120 120 0 104 65962 
18 Lakshadweep 9 0 0 0 0 
19 Maharashtra 6661 2570 1722 2116 256317 
20 Manipur 11 34 152 33 2962 
21 Meghalaya 2327 13 26 12 1369 
22 Mizoram 9213 1 13 1 200 
23 MP 1050 1433 1303 1291 430865 
24 Nagaland 30 36 160 19 205 
25 Orissa 7 1160 717 1039 88378 
26 Pondicherry 110 43 0 34 28885 
27 Punjab 41 1141 435 587 200241 
28 Rajasthan 3502 2036 1847 1991 694965 
29 Sikkim 1838 26 17 25 11305 
30 Tamil Nadu 48 3280 1105 3405 902345 
31 Tripura 795 338 81 282 301813 
32 UP 1541 8413 7857 7504 3605991 
33 Uttarakhand 3395 121 95 104 22611 
34 West Bengal 120 3880 3606 2748 1761061 

                                                        74359                 41695                 32664                 35482                  16418035 
Source: SLBC Conveners 
 

S No Name of State  Total No. of No. of  No. of  Total No. of Total No. of FI 
   Villages  Villages  villages yet  BCs  accounts opened 
   allotted  covered  to be  appointed   
       covered     

1 Andaman & Nicobar  9  9  0  9  720 
 Islands           

2 Andhra Pradesh  6640  6639  1  6262  2985903 
3 Arunachal Pradesh  11  11  0  4  45686 
4 Assam  2319  2319  0  629  428695 
5 Bihar  9213  9177  36  7097  2944040 
6 Chandigarh  0  0  0  0  0 
7 Chhattisgarh  1050  1050  0  802  241613 
8 Dadra & Nagar Haveli 30  30  0  23  30615 
9 Daman & diu  6  6  0  6  5486 

10 Delhi  110  107  3  84  35810 
11 Goa  41  41  0  36  6817 
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12 Gujarat  3502  3502  0  2712  998903 
13 Haryana  1838  1838  0  1727  737641 
14 Himachal Pradesh  48  48  0  41  36184 
15 Jammu & Kashmir  795  726  69  618  254749 
16 Jharkhand  1541  1541  0  1487  1554596 
17 Karnataka  3395  3395  0  3035  1704723 
18 Kerala  120  120  0  104  162421 
19 Lakshadweep  0  0  0  0  0 
20 Madhya Pradesh  2736  2736  0  2439  1355462 
21 Maharashtra  4292  4292  0  3988  2212227 
22 Manipur  186  186  0  95  48968 
23 Meghalaya  39  39  0  12  62381 
24 Mizoram  14  14  0  11  4886 
25 Nagaland  196  196  0  73  181782 
26 Orissa  1877  1875  2  1738  614090 
27 Pondicherry  42  42  0  34  33428 
28 Punjab  1576  1576  0  1355  561948 
29 Rajasthan  3883  3879  4  2779  1078613 
30 Sikkim  43  43  0  41  18327 
31 Tamil Nadu  4445  4445  0  4051  1888419 
32 Tripura  419  419  0  414  442872 
33 Uttar Pradesh  16270  16269  1  13452  7849863 
34 Uttarakhand  226  226  0  202  63161 
35 West Bengal  7486  7398  88  7108  3046524 

Grand Total 74398 74194 204 62468 31637553 
Source: SLBC Conveners           

 
Position of households availing banking services: As As per Census 2011  
per Census 2001      
Households Total Number of Percent Number of Number Percent 

 number of households  households   
 households availing  availing   
  banking  banking   
  services  services   

Rural 138,271,559 41,639,949 30.1 167,826,730 91,369,805 54.4 
Urban 53,692,376 26,590,693 49.5 78,865,937 53,444,983 67.8 
Total 191,963,935 68,230,642 35.5 246,692,667 144,814,788 58.7 

 
  
 
 
 

No. of bank branches of SCBs 8,826 
over the years: Number of scheduled  
commercial bank branches as on 31st  
December, 1969  
Number of scheduled commercial 59,762 
bank branches as on 31st March, 1990  
Number of scheduled commercial 1,02,343 
bank branches as on 31st March, 2013  
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  No. of villages and Average 600,000 (approx.)      
  Population per Branch (APPB):          
  Number of villages in India as per the          
  2001 Census             
  Average Population per Bank Branch 12,100        
  (APBB) as on 31.3.2013             

                
 
 

Number of ATMs in the Rural Semi- Urban Metropolitan Total 
country as on 31st March,  Urban    
2013 Rural      
Public Sector Banks 8552 18445 22518 20137 69652 
Old Private Sector Banks 768 2760 2354 1684 7566 
New Private Sector Banks 2214 6484 10995 15842 35535 
Foreign Banks 30 21 244 966 1261 
Total 11564 27710 36111 38629 114014 

 
Progress in Financial Inclusion 
 

  Year ended Year Year Year Progress 
April  

SR Particulars 
ended 
Mar ended ended 

 

Mar 10 
10 - March 

13

 

  11 Mar 12 
March 

13 
         

1 
 
Banking Outlets – Rural Branches 33378 34811 37471 40845 7467 

 

       
         

2 
 
Banking Outlets – BCs 34174 80802 141136 221341 187167 

 

       
         

3 
 
Banking Outlets - Other Modes 142 595 3146 8424 8282 

 

       
         

4 
 
Banking Outlets –TOTAL 67694 116208 181753 270610 202916 

 

       
         

5 
 
Urban Locations covered through BCs 447 3771 5891 27124 26677 

 

       
         

6 
 
BSBD Accounts (No. in lakh) 734.53 1047.59 1385.04 1833.30 1098.77 

 

       
         

7 
 OD facility availed in BSBD Accounts    
(No. in lakh) 1.83 6.06 27.05 39.42 37.59 

 

       
         

8 
 
 KCCs (No. in lakh) 243.07 271.12 302.35 337.87 82.43 

 

       
         

9 
 
 GCC (No. in lakh) 13.87 16.99 21.08 36.29 22.28 
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10  BC-ICT Accounts (No. in lakh) 132.65 316.30 573.01 810.38 677.73 
 

       
         

11 

 
 ICT Accounts-BC-Total Transactions 
(No. in lakh) 265.15 841.64 1410.93 2546.51 4799.08 

 
        

 
Suggestions 
 
� Financial Inclusion as a Policy Priority 
Financial inclusion is an increasing priority for developing countries. Accordingly, financial inclusion must be continued 
as a policy priority for India in order to bring in the vast unbanked rural people into the process of speedier economic 
development. 
 
� Strategize the Provision of Bank Credit 
Need is felt to strategize the provision of bank credit to the rural farmer households. Majority of the marginal farmer 
households are not at all covered by formal finance. As such, public sector banks and the cooperative banks in the rural 
areas have to be sensitized about the need for provision of timely and cheaper credit to these segments. RBI in 
consultation with NABARD should come out with a comprehensive strategy for revitalizing the quiescent rural credit 
mechanism. 
 
� Cover the Poor 
It is imminent to encompass the tenant farmers, oral lessees, share croppers, marginal farmers with small uneconomical 
land holdings, agricultural laborers, rural artisans and people involved in making handicrafts, and also majority of 
weavers in the handloom sector. 
 
� Extensive Use of Cooperatives 
A large number of Primary Agricultural Cooperative Societies (PACS) and primary cooperatives located in rural areas are 
not functioning effectively. Many of such organizations are in such districts where the DCCBs are defunct or moribund. 
Such PACS could provide valuable services to their members if they get access to a commercial bank.  
 
� Procedural/Documentation Changes 
It is inevitable on the part of the regulators to find out an easy way of procuring the documents for opening of bank 
accounts and availing loans. The present guidelines are more tedious and result in huge costs for the poor in accessing the 
banks for any kind of services. 
 
� Proactive Role of Government 
State governments should be asked by the center to play a proactive role in facilitating financial inclusion. Issuance of 
official identity documents for opening bank accounts, creating awareness, involving district and block level functionaries 
in the entire process, meeting cost of cards and other devices for pilot studies/projects, and undertaking financial literacy 
drives are some of the steps that have been taken up by the state and district administration. 
 
� Effective Use of IT Solutions 
The use of Information Technology (IT) enables banks to handle the enormously increasing volumes of transactions 
involving application processing, credit scoring, credit record and follow up. Further, the use of IT solutions for providing 
banking facilities at the doorstep holds the potential for achieving scalability of the financial inclusion initiatives 
 
� Adequate Publicity for the Project of Financial Inclusion 
In a huge country like India, there needs to be widespread publicity for popularizing the concept and its benefits to the 
common man. In this direction, a comprehensive approach has to be developed involving all the concerned at all levels to 
impress upon the need for financial inclusion for accelerating the economic growth in the country.[8] 
 
 
LIMITATIONS 
• The study is based on the data of past three or four years only.  
• The time period of the research was limited.  
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CONCLUSION 
Financial inclusion has, in reality, far reaching positive consequences which can help resource poor people to access the 
formal financial services in order to pull themselves out of abject poverty. The focus on the common man is particularly 
imperative in India as he is the more often ignored one in the process of economic development. Indeed, with the process 
of financial inclusion, the attempt should be to lift the resource poor from poverty through coordinated action amongst the 
banks, the government and other related institutions in order to facilitate access to bank accounts and other related 
services. 
 
The basic aim of financial inclusion is the integration of below poverty line people into the mainstream economy. Today 
the ‘access’ based financial inclusion policy is not meeting this aim of effective ‘usage’. Financial inclusion is a necessary 
step in ensuring the large scale economic development. Today with 50% of the population living below one dollar a day 
India GDP growth rate has been over 8%. Therefore it is easy to imagine the growth possible if the bulk of the Indian 
population starts contributing substantially to the Indian economy. Thus a different model for financial inclusion policy 
has been presented here with the following aspects: 
1. Integration of Financial Inclusion with Poverty Alleviation Programmes 
2. Financial literacy and awareness generation 
3. Customization 
4. Regulation and targets 
5. Check Mechanisms  
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