ANNEXURE - 9.51

RECENT DIRECTIVES/GUIDELINES ISSUED BY MINISTRY OF FINANCE, GOVT. OF INDIA ON FINANCIAL INCLUSION

F. No.21/13/2009-FI (Pt)

Government of India

Ministry of Finance

Department of Financial Services

Jeevan Deep Building, Sansad Marg,

 New Delhi, dated the 07th September, 2011

To

The Chairman/ CMDs of all Banks

 

Subject:   Strategy and Guidelines on Financial Inclusion 
Sir,

As you are aware, financial inclusion is an important priority of the Government. A number of policy measures have been taken towards achieving the objective of financial inclusion. Under the Financial Inclusion Plan under implementation, in the first instance, habitations with population of 2000 and above, as per 2001 census,  are being taken up for provision of banking services by March 2012.

2.
Only about 5% of the nearly 6 lakh villages in the country have bank branches.   There are 296 under banked districts in the under banked states in the country. With the Financial Inclusion Plan under implementation, around 73,000 villages, having population of 2000 and above, would be provided facilities for banking services by March 2012. The Banking Correspondents and the new bank branches being opened in these villages would also provide services in the adjoining areas. 

3.
The Task Force set up by the Government for the direct transfer of subsidies on LPG, Fertilizers & Kerosene has already presented its interim report. Pilot for direct transfer of subsidies on kerosene and LPG are being taken up this year.  Besides, there are at least 35 other schemes where the benefits are to be transferred to the beneficiaries and adoption of electronic benefit transfer would greatly enhance the efficiency of such transfers, besides reducing the scope of malpractices. Disbursement of MNREGA wages to the beneficiaries is required to be made in a fixed time period. Extension of banking and other financial services to the rural areas will also facilitate and, in fact, accelerate the economic development of such areas.

5.
In view of the above, an urgent need of a strategy and approach for the extension of financial services to the entire country, and thereby extend the benefits of electronic benefit transfer, exists. These guidelines would be applicable for the time bound coverage of the entire country with banking services under financial inclusion. 

6.1
Banking Responsibility:

(i)
Service area approach would be adopted for the coverage of the entire country for financial inclusion. So far the SLBCs have allocated specific villages among the banks. As Gram Panchyats are at the centre of the various development and welfare schemes and would play an important role in the electronic benefit transfer, service area of the banks needs to be defined in terms of the Gram Panchayats. 

(ii) 
Each DCC  shall prepare a plan in a format as given at Annexure A.Changes in exsiting allocation, wherever required, could be finalised at the level of the SLBCs at their next meetings to be held before 15th October 2011. Banks to whom the areas under Gram Panchayats are allocated would be responsible for the financial inclusion activities in such areas. However residents would be free to approach any bank within or outside the service area for any banking service.

6.2  
Coverage Plan :

(i)
Under the present scheme of financial inclusion,  all villages having a population of 2000 or more (72721 villages) have been identified and allocated among banks by the SLBCs to be covered under the Financial Inclusion by March, 2012. Banks must assign the BCs the area of the entire Gram Panchayat or if required also the adjoining Gram Panchayat in accordance with para 6.4 below for their service areas.  Banks must also assign the sub areas to be covered by the BCAs for the Gram Panchayats in which village having population between 1000-2000 fall. Nearly 1.2 lakh such villages have been allocated to banks by SLBCs. Time frame for coverage of entire Gram Panchayats in which such  villages falls, however, would be  finalised after March 2012.

6.3
Branches:


(i)
In the under banked districts as listed by the RBI , the Banks shall  open a regular brick and mortar branch in larger habitations with population of 5000 and above by September 2012. This will be done by the bank in whose service area the village has been assigned by the SLBC. Such branches could initially have lesser staff, say 2 persons, with ATM facilities. The staff strength could be increased as the business grows.  Under the extant Policy of RBI on ranch authorisation, no prior approval is required to open branches in tier 3 to tier 6 areas. In fact, opening bank branches in the under banked districts of the under banked states would entitle the banks to seek branches in tier 1 towns under their Annual Branch Authorisation Plan. Such a branch would be assigned a service area by the DCC/SLBC covering one or more  Gram Panchayats .

(ii)
In other districts, the banks in whose service area the habitation has been assigned, must try to open as many brick and mortar branches in  all habitations of  population of 10,000 and above by September 2012. 

6.4
 Business Correspondents (BC):


(i)
In habitations of 2000 or more population and without a branch, the Business Correspondent would be the main instrument of delivery of financial services.  It is necessary to ensure that the business model of BCs/BCAs is commercially sound and that they become financially viable in a reasonable time, say 2 years. This would require that   each BC handles a reasonable number of household accounts, keeping the geographical coverage in consideration. 

(ii)
Based on the feedback from the various Institutions, it is felt that the BC/Agent should be dealing with 1000-1500 households, or cater to a population of about 5000-8000. In the hilly, tribal and desert areas or where distance is large,  the banks could have lesser number of accounts keeping the geographical and other conditions under consideration. 

(iii)
In the matter, DLCC will take a decision and get it ratified from SLBC.  However, it must be ensured that the each BCA is assigned a sub-service area within the service area of the branch. Gram Panchayat shall be  retained as a unit and BCA could be assigned more than one Gram Panchayat.. All  BC/BCAs must be in place by March 2012. 

6.4.1
While appointing BCAs, Banks will keep following features in mind:

(i)
It is better to appoint an exiting entrepreneur as BCA so that it is an additional income to him/her. This will improve the viability of BCA. 

(ii).
The device to be given to BCA should be interoperable. so that the customer can access to any bank by using the device.

(iii)
The device must have biometric facility and card or password and card

(iv)
The BCA must be responsible to receive and pay money, to transfer money from one to another

(v)
The BCA must have on-line connectivity

(vi)
The BCA will also be acting as an extension staff for micro insurance and micro pension.  The banks will ensure coordination with the agencies,  viz,  LIC and other agencies dealing with these products.

(vii)
An officer of the concerned branch of the bank must be visiting the BCA once in a week on a fixed time and day and will use this visit for receiving applications for all purposes and for follow up of  recoveries.  

(viii)
The BCA must be responsible for routing all transactions of all villages in the assigned villages so that effective marketing and follow up.

(ix)
BCA should be appointed on per transaction basis so that there is  motivation to facilitate transactions of the customers and to provide good services.

(x).
For cash management, a proper arrangement need to be worked out keeping in view the guidelines of RBI by the banks and with the BCA.

(xi).
As the extant guidelines of RBI allow a BC to  represent more than one bank with its  agent representing only a bank at the customer end, this arrangement should  have no conflict with existing guidelines.

(xii).
While approving location of BCA, the place should be such that easily accessible and be preferable by the place of” weekly local ‘Haats

6.5.
Electronic Benefit Transfer: 
(i)
Presently 32 schemes are in operation, (Annex-II), funded by the Government of India, under which benefits  are to be given directly to the beneficiaries.  Transfer of such subsidies into the accounts of the beneficiary under Electronic Benefit Transfer would enhance the efficiency of delivery of such services.  Benefits in the areas covered under Financial Inclusion must be transferred electronically into the accounts of the beneficiaries.  The Convenor Banks of SLBC must take up this matter in the next SLBC and the roadmap for Electronic Benefit Transfer in respect of each scheme must be finalized.’

(ii)
RBI issued the operational guidelines on implementation of Electronic Benefit Transfer and its convergence with the Financial Inclusion Plan on 12.8.2011.  Under this,  one district - many bank- one leader bank model is to be adopted. While State Governments may, for administrative convenience,  deal with only one leader bank, such leader bank will obtain the funds from the State Government and, in turn, arrange to transfer funds through inter-bank transfer to other banks for credit to the accounts of ultimate beneficiaries.  Under the service area approach, while the banks would be responsible for the Electronic Benefit Transfer to the residents in their service area, the  residents would be free to choose the bank through whom they would like such transfer of benefits.

All banks are requested to ensure compliance of the above guidelines. 

Yours sincerely,

(Dr.Alok Pande)

Director (AC/FI)

Tel: 23368509 
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Meeting  on Financial Inclusion with all SLBC Conveners on 03.11.2011 at 1100 hrs.

Minutes

A meeting was held with the SLBC Conveners of the States presided over by Secretary (FS).  In his opening remarks, Secretary (FS) emphasized the critical role of SLBC Conveners in implementing policies relating to the Department.  After discussion the following decisions were taken:

i) All migrant labourers and those citizens in the under privileged classes which do not have bank accounts need to get bank accounts.  SLBC Convenors should take up the matter with the lead District Managers on a periodic basis.

ii) Inoperative accounts are a liability to the banks.  Therefore steps should be taken to revive these by giving them GCC/ KCC.  There are about 12 crore farmer families of which 5.5 crore have been covered under the crop loans SLBC Convenors must send details of KCCs which have been used for crop loan.  The BCA should collect the KCC application and it should be ensured that each eligible farmer gets a KCC.  SLBC will review the KCC accounts and come back on the valid KCC cards and the active KCC cards.

iii) The best practices of opening account of migrant labourers in Raipur and Ludhiana can be shared with SLBC Convenors.

iv) The banks need to become PoP for the Swavalamban scheme of the Government and this should be synergized with the accounts opening of the poor so that the cash flow from the bank account to the pension contribution can be smooth.  One person in the respective Zonal Office of the bank should be made responsible for this.

v) District Service Area Plan and the Branch Extension Plans need to be put on the website of the concerned districts.

vi) One officer from the bank branch must visit the BCs in villages of population of 2000 and above, for follow up and monitoring it should be ensured that the BC Agent is seen to be an extension of the bank.  All activities of banking facilitations must be assigned to the BCs so that they not only become an effective agent of bank but their viability also improves.

vii) Branch Manager of the Service Area Branch must also spend few days in a village and take the BC agents along with them to ensure that the customers get the confidence in BC agents.

viii) The RRBs will have to join the NEFT network of their sponsor banks. Only one review meeting of RRB should be held in a quarter by their sponsored bank.  The representatives from NABARD and RBI should attend this and no separate meetings be held.  RRBs were asked to submit Board approved plans for branches extension by 14.10.2011 as detailed in the Financial Inclusion guidelines circulated by this Department on 21.10.2011.

ix) One person in the Zonal office should be made responsible for driving the  e-payments in the banks.  

x) The concept of one district many banks, one leader bank which can open the account under the Service Area approach of the beneficiaries should be strictly followed.  Wherever this is not being done, SLBCs should correct the anomaly.

xi) SLBCs will be asked to share the GIS data on the same line as the Bullandshahar GIS which was presented to them.

xii) SLBC will send a monthly statement on the financial inclusion progress as per format by the 5th of every month from this month onwards for the information of Hon'ble FM.  

xiii) All SLBC Conveners assured that the targets will be made before the scheduled date.

xiv) It needs to be emphasized that the priority in financial inclusion is to saturate the geography by banks by having an account for at least one member in the family.

The meeting ended with a vote of thanks to the Chair.


( Dr. Alok Pande)

Director ( AC/FI/MF)
