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ROWTH, as they say,
is the best antidote to
poventty. But this
growth, to sustain,
has to be inclusive,
Maintaining a high (3%-plus)
growth trajectory for India
requires, among other things, the
assimilation of low income house-
holds into the formal financial
system. This is importamnt, both to
tap into savings that have hitherto
been inaceessible, as well as to
enhance productive efficiency
through eredit provision. India’s
growth mormentum will inecrease
with the pereentage of pepula-
tion ereating produetive assets.
Eeonofmie oppertunity is clesely
intertwined with aeeess €6
finanee; as Prof Amartya Sen has
emm peverty 18 a depii-
vation of Basie eapabilities rather
fha_ﬁ merely a 18Wﬁ§§§ of inesmes:
Thig 838t ereation has 8 bs
faeilitated by the Bﬁﬁkiﬂ%ﬂé@&i%
There is 4R 6pBOrtuRLty here as
well=new makriels, iereased
incemes and henee saviAgs:
This hitherto latent opportunity
can now be realised due to a

combination of cilreumstances,
including distribution channel
innovations, low-cost hanking
technology and regulatory facil-
itation. A strategy for commer-
cially viable (and hence sustain-
able) finaneial inelusion initiatives
has to leverage on these develop-
menls, with a suite of banking
products and sefvices that
address the finaneial needs of
lew inesme heusehelds. With this
perspeetive in mind, an effeetive
and sueeessful finaneial inelu:
sief iﬂiéié{ti‘é%@ﬁ%t ad@gﬁtﬁ fhfeg
pronged strategy—stitable prod-
Hets %&E address the needs ef lew
inceme ROV, YAEBAVER:
118Ral distributien channets 4ad
the smart us of tECARORY
That there is a large latent
demand for financial services is
evident from the ubiquitous
moneylenders. Based on succes-
sive surveys highlighting the need
for both savings and credit prod-
ucts, the suite ofi services most
likely to benefit target customers
are savings, microcredit, remit-
tances and distribution of third
party products like miero-insuf-
anee and miere-mutual funds.
Gleballly, refittances have besn
the prifaty finaneial tFansae:
tiens that have fﬁigiﬁft%{él frem
traditiohal Modes 8 mebile félét
_BB Ut a EBﬁﬂHSHE_E of Promis-
ihg develepments will facilitate
the migration of EHstomers frem
a piire ﬂﬂ&§ Hé§ﬂ_ﬂ§ii8ﬂ 162 Hser
of finaneial serviees:
Conventional banking chan-
nels will not be adequate for the
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scale of activities envisioned and
critical for delivery of these ser-
vices. A three tier distribution
structure might be visualised as
concentriic circles spreading out
radiidlly; the innermost distribu-
tion tier consisting of traditienal
brick and mertar branches. The
seeend layer would be a ‘ne frills’
versieh of Aerimal branehes and
weuld Eyﬁiﬁﬁlly_Bé 8pened at rural
eentres. TB@ third and Susrmest
digtribution layer WBtﬂa consist
of the branchiess Banking medsl;
fﬂ%ﬁ%ﬂ_ﬂ%&ﬂ%% _é‘(?(‘f@ﬁ'ﬁ&ﬁdéﬁfé
aRd BUsiness facilifators:
Technology plays a critical
part in providing the ‘last mile
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connectivity’ and in reducing the
service delivery costs on a per-
transaction basis. Very recently,
Axis Bank has successfully field-

tested the electronic data capture
(EDC) model with debit cards
issued to a closed user group of
customers in five tribal village
blocks in Nashik distriict, cover-
ing 29 villages. On successful field
testing, the bank has also done a
full production rollout of this
initiative. This techmology model
is enabled to offer a savings bank
account, a loan account, and a
recurrimg deposit account and
development of a remittance
solution on this platform is under
way. This technology is now in a
‘plug and play’ mode, where it
can be used seamlessly across
multiple financial imclusion
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initiatives and geographiies. Qther
technology options are being ex-
plored, including low-cost mobile
technology that offers real-time
online integration with the bank’s
core banking solutions. These
options will, to a large extent,
depend on their compatibility
with and future adherence to
Unique Identification (UID) stan-
dards, besides availability of con-
nectivity across remote locations.

Despite the increasing deliv-
ery efficiencies through the three-
pronged strategy, effective finan-
cial access to large segments of the
un-banked will have to be through
a collaborative diistribution
approach, riding on the distribu-
tion infrastructure of FMCG,
telecom, insurance and other such
companies with a deep penetration
into rural pockets. Collthoration
with the government and RBI in
furthering the common cause of
financial inclusion will also be
critical. The rollout of the UID
initiative is illustrative of the sig-
nificant role that the gowamment
is likely to play in partmeriing with
the banks, potentially allowing
technology scalability apart from
facilitating issues like Know Your
Client (KYC) eompliame®. The gov-
erniment has also shown credible
intent in this area. Two funds, 4
“Finamneial Inelusion Fund” and
a “Finaneial Inchusion Technology
Fund”, to meet the costs of teeh-
nology adoption, have been
constitutted, each with a eerpus ef
Rs 500 erore, with initial funding
to be contributed by the Unien

government, RBI and NABARD.

Facilitating payments through
electronic benefit transfers (EBT)
is an increasingly important chan-
nel for bringing unbanked lower
income households into the formal
financial sector. The technology-
led cost and delivery efficiencies
can now be increasingly lever-
aged by payments of public sub-
ventions to economically weaker
sections, particularly if initia-
tives like the UID project facilitate
KYC requiremenits. The Union
government alone plans to spend
over Rs 60,000 crore in 2010-11
through various social sector
schemes and entitlement pro-
grammes. Routing even a part of
these payments through electronic
channels can speed up the inelu-
sion process, by giving the banks
a further ineentive to Manage the
ecosyster of tramsactions that is
likely to result. Axis Bank already
serviees 1.5 million EBT benefi:
eiaries and this is likely te éress
2rillien in 2010-11, with a widen-
ing ef serviees te provide full
seale transaetional and ofher bank:
ing faeilities for EBT beneficiary
aeeounts. Axis Bank is working
oh providing full-seale banking
sefviees t6 EBT benefisiaries.

With the key building blocks
gradually being put in place, there
are exciting times ahead for the
banks in terms of accepting the
challenge of financial inclusion
and making it a success.
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