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ROLE OF SCB’s IN REACHING THE UNREACHED THROUGH FINANCIAL INCLUSION: AN INDIAN OVERVIEW 
 

PRAVEEN A. KORBU 
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DEPARTMENT OF COMMERCE & MANAGEMENT 

GOVERNMENT FIRST GRADE COLLEGE 

HALIYAL (U.K) KARNATAKA 

 

ABSTRACT 
Financial Inclusion is about delivery of banking services at an affordable cost to vast sections of disadvantaged, first step in FI is to facilitate people in getting 

basic facilities like food, shelter and clothing and then comes the provision of bank account, wherein they can save whatever little they can. For this purpose, how 

the SCBs are equipping themselves to surve vast section of the society? Further, bank infrastructure development in reaching the unreached through financial 

inclusion i.e. number of branches, population per branch, ATMs, services, Business Facilitators (BFs) and Business Correspondents (BCs), Swabhimaan Campaign, 

Ultra Small Branches (USBs), USSD Based Mobile Banking etc. To strengthen the Banking Infrastructure Steps taken by Reserve Bank of India like Direct Benefit 

Transfer (DBT), Expansion of ATM Network etc, are analyzed. It is found that, financial Inclusion of the unbanked & unprivileged masses is to be reached through 

the SCBs infrastructure development. Thus, it needs to identify the untapped potential of Indian economy which can begin revolution of growth & prosperity. 

 

KEYWORDS 
Financial Inclusion & exclusion, SCB’s, Development of Bank infrastructure, ATM, RBI. 

 

INTRODUCTION  
he broader concept of financial inclusion is delivery of banking/financial services at an affordable cost to the vast sections of disadvantaged and low 

income groups. These banking/financial services are savings/deposits, loan/borrowings and, payment/settlement and remittance facilities. The insurance 

services come under savings facilities. Out of these three above mentioned important services if any one of the service is absent the entire concept will 

be considered as incomplete/insufficient financial inclusion. Commercial Banks, RRBs, Cooperatives, Government, M.F.I.s, SHGs, Post offices, NBFCs, NGOs, etc. 

are the provider of financial services and these have either adequate or inadequate presence in rural areas of the country.  

Even the non-issuance of the pass-books to the small customers of savings bank account by the bank can indirectly lead to their financial exclusion (RBI 2006). 

There are several reasons for financial exclusion. In remote hilly, desert and sparsely populated areas the physical and communication infrastructure are 

insufficient. As a result access to financial services/institutions is severely restricted. The barriers of financial inclusion on demand side are illiteracy, lack of 

awareness and financial literacy, low income, pre-owned collateral/assets and social exclusion. The reasons for exclusion from the supply side are long distance 

of branch from the residence, un-adjustable timings of the branch, complicated procedure and intricacies of documentation, unfamiliar language, unsuitable 

products and staff attitudes.  

The requirements of documentary proof of identity and residential address are the most important barrier in opening not only the bank account but also in post 

offices for availing the financial services. The most sufferers are newly married women and migrants in rural areas. The women cannot borrow from the bank 

due to lack of pre-owned collateral (as the women do not have the property rights) despite having the bank account. Even an account holder in the bank cannot 

borrow if he fails to mobilize a guarantor. These are the numerous constraints of financial inclusion.  

 

OVERVIEW OF BANKING AND FINANCIAL INSTITUTIONS  
The banking system in India is significantly different from that of other Asian nations because of the country‘s unique geographic, social, and economic 

characteristics. India has a large population and land size, a diverse culture, and extreme disparities in income, which are marked among its regions. There are 

high levels of illiteracy among a large percentage of its population but, at the same time, the country has a large reservoir of managerial and technologically 

advanced talents. About 30 and 35 per cent of the population resides in metro and urban cities and the rest is spread in several semi-urban and rural centers.   

In order for the banking industry to serve as an instrument of state policy, it was subjected to various nationalization schemes in different phases. As a result, 

banking remained internationally isolated (few Indian banks had presence abroad in international financial centers) because of preoccupations with domestic 

priorities, especially massive branch expansion and attracting more people to the system. Moreover, the sector has been assigned the role of providing support 

to other economic sectors such as agriculture, small-scale industries, exports, and banking activities in the developed commercial centers (i.e., metro, urban, and 

a limited number of semi-urban centers).  

 

FINANCIAL INCLUSION – PATH TOWARDS FUTURE  
Though our country's economy is growing around 9 Per cent, still the growth is not inclusive with the economic condition of the people in rural areas worsening 

further. One of the typical reasons for poverty is being financially excluded. Though there are few people who are enjoying all kinds of services from savings to 

Net Banking, but still in our country around 40% of people lack access to even basic financial services like savings, credit and insurance facilities. So an inclusive 

sector should not only serve the bankable clients, but also integrate the "un-bankable" clients by making them "bankable". Many actions taken by the 

government like Nationalizing of Banks, 40% of credit targets to priority sector, opening of RRBs and LABs etc., for past three decades are one form of financial 

inclusion, but still around 80% of rural households do not have access to credit from a formal source. 

So as a last door step to Financial Inclusion, RBI came up with an initiative of launching National pilot project on Financial Inclusion in Puducherry in 2005. The 

specialty of this Financial Inclusion project is that accounts are opened by the bank officials at the doorsteps of households without insisting on any minimum 

balance or deposits.  

 

ROLE OF FINANCIAL INCLUSION IN BANKING SECTOR  
Banking/financial services are in the nature of public good. Every citizen of India has right to have access to banking and financial services. The main objective of 

the public policy is to make available the banking and payment services to the entire population of the country without any discrimination. The open and 

efficient society emphasizes that there should be unrestrained access to public good and services by the population of the country. The consistent efforts are 

being made to examine the causes of financial exclusion and strategies are also adopted to ensure financial inclusion of the poor and underprivileged at 

international level. The reasons of financial exclusion vary from country to country and the strategies are also varied.  

The developed countries and the developing country like India are making effort for financial inclusion in order to improve the financial condition and standards 

of lives of the poor and disadvantaged. The more developed the society the greater is the thrust on empowerment of the common person and marginal income 

groups in the lower strata of the society. In France it is a statutory right of the every citizen to have bank account. The financial inclusion Task Force in UK has 

identified three priority areas for the purpose of financial inclusion these are (i) access to banking (ii) access to affordable credit and (iii) access to free face–to–

face money advice. Financial inclusion fund is established in UK in order to promote financial inclusion and assigned responsibility to banks and credit unions to 

remove the barriers of financial exclusion.  

T 
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The nationalization of Banks changed the banking scenario in the country. There was paradigm shift from class banking to mass banking. The purpose of creating 

Regional Rural Banks to take the banking service to the marginalized sections of society especially for priority sector lending. The branches of commercial banks 

and RRBs have increased from 8321 in the year 1969 to 68,282 branches at the end of March 2005. The average population per branch office has decreased 

from 64000 to 16000 during the same period. Bihar, Orissa, Rajasthan, Uttar Pradesh, Chhatisgarh, Jharkhand, West Bangal and North-Eastern states are the 

under-banked states. The average population per branch office is quite high in comparison to national average in these states. In India 31, 59 per cent of 

population and adult population respectively have bank accounts. In other words 61, 41 per cent of population respectively is excluded from the coverage of 

banking services.  

 

EXPANSION OF BANKING INFRASTRUCTURE 
The banking system has had to serve the goals of economic policies enunciated in successive five year development plans, particularly concerning equitable 

income distribution, balanced regional economic growth, and the reduction and elimination of private sector monopolies in trade and industry.  

 

TABLE-1: UTILIZATION OF BANKING SERVICES BY RURAL AND URBAN HOUSEHOLDS 

Source: Financialservices.gov.in/banking 

As per Census 2011, 58.7% households are availing banking services in the country. There are 1,02,343 branches of Scheduled Commercial Banks (SCBs) in the 

country, out of which 37,953 (37%) bank branches are in the rural areas and 27,219 (26%) in semi-urban areas, constituting 63 per cent of the total numbers of 

branches in semi-urban and rural areas of the country. However, a significant proportion of the households, especially in rural areas, are still outside the formal 

fold of the banking system. To extend the reach of banking to those outside the formal banking system, Government and Reserve Bank of India (RBI) are taking 

various initiatives from time to time some of which are enumerated below: 

(a) Opening of Bank Branches: Government had issued detailed strategy and guidelines on Financial Inclusion in October 2011, advising banks to open branches 

in all habitations of 5,000 or more population in under-banked districts and 10,000 or more population in other districts. Out of 3,925 such identified 

villages/habitations, branches have been opened in 3,402 villages/ habitations (including 2,121 Ultra Small Branches) by end of April, 2013. 

 

TABLE-2: NUMBER OF BRANCHES OF SCHEDULED COMMERCIAL BANKS AS ON 31
ST

 MARCH, 2013 

 

 

 

 

 

 

 

 

Source: Financialservices.gov.in/banking 

(b) Each household to have atleast one bank account: Banks have been advised to ensure service area bank in rural areas and banks assigned the responsibility 

in specific wards in urban area to ensure that every household has at least one bank account. 

(c) Business Correspondent Model: With the objective of ensuring greater financial inclusion and increasing the outreach of the banking sector, banks were 

permitted by RBI in 2006 to use the services of intermediaries in providing financial and banking services through the use of Business Facilitators (BFs) and 

Business Correspondents (BCs). 

 

TABLE-3: NUMBER OF FUNCTIONING BRANCHES OF SCHEDULED COMMERCIAL BANKS DURING LAST FIVE YEARS 

As on Rural Semi – Urban Urban Metropolitan Total 

March 31, 2009 31,476 19,126 15,223 14,325 40,200 

March 31, 2010 32,493 20,855 16,686 15,446 85,480 

March 31, 2011 33,905 23,114 17,599 16,419 91,037 

March 31, 2012 36,356 25,797 18,781 17,396 98,330 

March 31, 2013 37,953 27,219 19,327 17,844 1,02,343 

Source: Financialservices.gov.in/banking 

Business Correspondents are retail agents engaged by banks for providing banking services at locations other than a bank branch/ATM. BCs and the BC Agents 

(BCAs) represent the bank concerned and enable a bank to expand its outreach and offer limited range of banking services at low cost, particularly where setting 

up a brick and mortar branch is not viable. BCs as agents of the banks, thus, are an integral part of the business strategy for achieving greater financial inclusion. 

Banks had been permitted to engage individuals/entities as BC like retired bank employees, retired teachers, retired government employees, ex-servicemen, 

individual owners of kirana/medical/fair price shops, individual Public Call Office (PCO) operators, agents of Small Savings Schemes of Government of 

India/Insurance Companies etc. Further, since September 2010, RBI had permitted banks to engage for profit companies registered under the Indian Companies 

Act, 1956, excluding Non Banking Financial Companies (NBFCs), as BCs in addition to the individuals/entities permitted earlier. According to the data maintained 

by RBI, as in December, 2012, there were over 1,52,000 BCs deployed by Banks. During 2012-13, over 18.38 crore transactions valued at Rs.16533 crore had 

been undertaken by BCs till December 2012. 

(d) Swabhimaan Campaign: Under “Swabhimaan” - the Financial Inclusion Campaign launched in February 2011, Banks had provided banking facilities by March, 

2012 to over 74,000 habitations having population in excess of 2000 using various models and technologies including branchless banking through Business 

Correspondents Agents (BCAs). 

Further, in terms of Finance Minister’s Budget Speech 2012-13, the “Swabhimaan” campaign has been extended to habitations with population of more than 

1000 in North Eastern and hilly States and to habitations which have crossed population of 1600 as per census 2001. About 40,000 such habitations have been 

identified to be covered under the extended “Swabhimaan” campaign. 

(e) Setting up of Ultra Small Branches (USBs): Considering the need for close supervision and mentoring of the Business Correspondent Agents (BCAs) by the 

respective banks and to ensure that a range of banking services are available to the residents of such villages, Ultra Small Branches (USBs) are being set up in all 

villages covered through BCAs under Financial Inclusion. 

 

 

 

Households 

 

As per census 2001 As per census 2011 

Total number of 

households 

No. of households 

availing banking service 

Per cent Total number of 

households 

No. of households 

availing banking service 

Per cent 

Rural 13,82,71,529 4,16,39,949 30.1 16,78,26,730 9,13,69,805 54.4 

Urban 5,36,92,376 2,65,90,693 49.5 7,88,65,937 5,34,44,983 67.8 

Total 19,19,63,935 6,82,30,642 35.5 24,66,92,667 14,48,14,788 58.7 

Bank Group wise number of branches as on 31
st

 March, 2013 

Bank Group Rural Semi – Urban Urban Metropolitan Total 

Public Sector Banks 23,286 18,854 14,649 13,632 70,421 

Private Sector Banks 1,937 5,128 3,722 3,797 14,584 

Foreign Banks 8 9 65 249 331 

Regional Rural Banks 12,722 32,228 891 166 17,007 

Total 37,953 27,219 19,327 17,844 1,02,343 
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TABLE-4: NUMBER OF SCHEDULED COMMERCIAL BANKS OPENED DURING LAST FIVE YEARS 

Year Rural Semi – Urban Urban Metropolitan Total 

2008-09 706 1,290 1,046 953 3,995 

2009-10 1,021 1,729 1,417 1,139 5,306 

2010-11 1,422 2,258 919 981 5,580 

2011-12 2,453 2,686 1,186 982 7,307 

2012-13* 1,596 1,422 546 451 4,017 

Source: Financialservices.gov.in/banking*Provisional 

A USB would comprise of a small area of 100-200 sq. feet where the officer designated by the bank would be available with a lap-top on pre-determined days. 

While the cash services would be offered by the BCAs, the bank officer would offer other services, undertake field verification and follow up the banking 

transactions. The periodicity and duration of visits can be progressively enhanced depending upon business potential in the area. A total of over 50,000 USBs 

have been set up in the country by March, 2013. 

(f) Banking Facilities in Unbanked Blocks: All the 129 unbanked blocks (91 in North East States and 38 in other States) identified in the country in July 2009, had 

been provided with banking facilities by March 2012, either through Brick and Mortar Branch or Business Correspondents or Mobile van. As a next step it has 

been advised to cover all those blocks with BCA and Ultra Small Branch which have so far been covered by mobile van only. 

 

TABLE-5: NUMBER OF VILLAGES AND AVERAGE POPULATION PER BRANCH (APPB) 

Number of Villages in India as per the 2001 Census 6,00,000 ( Approx) 

Average population Per Bank Branch (APPB) as on 31
st
 March,2013 12,100 

Source: Financialservices.gov.in/banking 

(g) USSD Based Mobile Banking: The Department through National Payments Corporation of India (NPCI) worked upon a “Common USSD Platform” for all Banks 

and Telcos who wish to offer the facility of Mobile Banking using Unstructured Supplementary Service Data (USSD) based Mobile Banking. The Department 

helped NPCI to get a common USSD Code *99# for all Telcos. More than 20 Banks have joined the National Uniform USSD Platform (NUUP) of NPCI and the 

product has been launched by NPCI with BSNL and MTNL. Other Telcos are likely to join in the near future. 

USSD based Mobile Banking offers basic Banking facilities like Money Transfer, Bill Payments, Balance Enquiries, Merchant payments etc. on a simple GSM based 

Mobile phone, without the need to download application on a Phone as required at present in the IMPS based Mobile Banking. 

Steps taken by Reserve Bank of India (RBI): To strengthen the Banking Infrastructure, 

(a) RBI has permitted domestic Scheduled Commercial Banks (excluding RRBs) to open branches in Tier 2 to Tier 6 Centres (with population upto 99,999 as per 

census 2001) without the need to take permission from RBI in each case, subject to reporting. SCB’s also permitted to open branches in rural, semi urban and 

urban centres in North Eastern States and Sikkim without having the need to take permission from RBI in each case, subject to reporting. Domestic SCBs have 

been advised that while preparing their Annual Branch Expansion Plan (ABEP), they should allocate atleast 25% of the total number of branches proposed to be 

opened during the year in unbanked Tier 5 and Tier 6 centres i.e. (population upto 9999) centres which do not have a brick and mortar structure of any SCB for 

customer based banking transactions. 

 

TABLE-6: NUMBER OF BANK BRANCHES OF SCHEDULED COMMERCIAL BANKS (SCBs) OVER THE YEARS 

Number of Scheduled Commercial Banks Branches as on 31
st
 December, 1969. 8,826 

Number of Scheduled Commercial Banks Branches as on 31
st
 March,1990 59,762 

Number of Scheduled Commercial Banks Branches as on 31
st
 March,2013 1,02,343 

Source: Financialservices.gov.in/banking 

(b) Regional Rural Banks (RRBs) are also allowed to open branches in Tier 2 to Tier 6 centres (with population upto 99,999 as per Census 2001) without the need 

to take permission from the Reserve Bank in each case, subject to reporting, provided they fulfill the following conditions, as per the latest inspection report: 

CRAR of at least 9%; Net NPA less than 5%; No default in CRR/SLR for the last year; Net profit in the last financial year; & CBS compliant. RRBs have also been 

advised to allocate at least 25 percent of the total number of branches proposed to be opened during a year in unbanked rural (Tier 5 and Tier 6) Centres). 

(c) New private sector banks are required to ensure that at least 25% of their total branches are in semi-urban and rural centres on an ongoing basis. 

Direct Benefit Transfer (DBT) - The objective of DBT Scheme is to ensure that money under various developmental schemes reaches beneficiaries directly and 

without any delay. The scheme has been launched in the country from January, 2013 and has been rolled out in a phased manner, starting with 26 welfare 

schemes, in 43 districts. The scheme is now being extended to additional 78 districts and additional 3 schemes from 1st July, 2013 and would be extended to the 

entire country in a phased manner. 

The Government has also started the transfer of cash subsidy for domestic LPG cylinders to Aadhaar linked bank accounts of the customers with effect from 1st 

June 2013, in 20 pilot districts. About 75 lakh beneficiaries would be benefitted in these districts. 

Banks play a key role in implementation of DBT and this involves four important steps, viz. (i) Opening of accounts of all beneficiaries; (ii) Seeding of bank 

accounts with Aadhaar numbers and uploading on the NPCI mapper; (iii) Undertaking funds transfer using the National Automated Clearing House - Aadhaar 

Payment Bridge System (NACH-APBS). (iv) Strengthening of banking infrastructure to enable beneficiary to withdraw money. 

Banks are ensuring that all beneficiaries have a bank account. All Public Sector Banks (PSBs) and RRBs have made provision for Aadhaar seeding in the CBS. All 

PSBs have also joined the Aadhaar Payment Bridge of National Payments Corporation of India (NPCI). Banks have also started action for strengthening banking 

infrastructure and providing business correspondents in areas, which were so far unserved. 

Further, advised to provide an onsite ATM in all the branches in identified districts and a Debit Card to all beneficiaries to enable him/her to withdraw the money 

as per his ease and convenience. Issuance of a Debit Card to all beneficiaries to enable him/her to withdraw the money as per his ease and convenience will also 

strengthen the withdrawal infrastructure. 

Expansion of ATM Network: Pursuant to Budget announcement 2013-14, Banks are required to ensure an onsite ATM in all the branches. Out of 34,668 onsite 

ATMs thus identified to be installed by Public Sector Banks, 1,097 ATMs have been installed by end of April, 2013. 

 

TABLE-7: NUMBER OF ATM IN THE COUNTRY AS ON 31
ST

 MARCH, 2013 

Bank Group Rural Semi – Urban Urban Metropolitan Total 

Public Sector Banks 8,552 18,445 22,518 20,137 69,652 

Old Private Sector Banks 768 2,760 2,354 1,684 7,566 

New Private Sector Banks 2,214 6,484 10,995 15,842 35,535 

Foreign Banks 30 21 244 966 1,261 

Total 11,564 27,710 36,311 38,629 1,14,014 

Source: Financialservices.gov.in/banking 

Ministry of Finance, Govt. of India is also playing a pivotal role for the greater financial inclusion in the country. In 2007-08 the Government had set up two 

Funds i.e., Financial Inclusion Fund (FIF) and Financial Inclusion Technology Fund (FITF) with a corpus of Rs. 500 crore each under NABARD. The purpose is to 

extend banking services to the unbanked areas. In the recent budget of 2009-10 the Government has further contributed rupees 100 crore to each of these 

funds in order to strengthen the pace of development of financial inclusion. The contributors to these funds are Government of India, RBI and NABARD. Many 
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countries have developed financial inclusion index in order to check the progress/status of financial inclusion. The Finance Ministry had also asked the 

nationalized banks to submit their financial inclusion plan by 31st March, 2010. The Ministry is going to introduce financial inclusion index from June, 2010 

onwards in order to assess the progress of financial inclusion after the end of every quarter and in the various regions of the country.   

 

CONCLUSION 
Financial inclusion is the key to empowerment of poor, underprivileged and low skilled rural households. SCBs with better infrastructure can truly lift the 

financial condition and improve the standards of lives of the poor and the disadvantaged. Access to affordable financial services, especially credit and insurance, 

enlarges livelihood opportunities through adoption of different economic activities. Better financial inclusion would lead to increasing economic activities and 

self/wage employment opportunities for rural households. As a result rural households will earn greater return/disposable income. A higher disposable income 

at the hands of rural households would lead to greater savings and would provide a wider deposit base to banks and other financial institutions to be helpful in 

undertaking variety of economic activities. Thus, financial inclusion policy of SCBs provides monetary fuel for economic growth and it is considered critical for 

achieving inclusive growth.  
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