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Foreword
The slew of government programs focused on financial inclusion launched over the last two-and-a half
years—starting with near-universal coverage of bank accounts followed by offering risk protection and
old age security through insurance and pension schemes and enterprise loans through MUDRA—were
designed to enable comprehensive access of financial services till the last mile and to the unreached. The
delivery of government programs continues to be channeled through mainstream banks and their business
correspondents (BCs). While the viability of the BC model has been in discussion so far, there have now
been some initial deliberations and studies on the need for code of conduct or client protection standards
for the BC channel. With over 240 million bank accounts (by August 2016), access to formal banking
through Jan Dhan Yojana (JDY) and their Aadhaar seeding can be transformative by reducing leakage
in government payments, promoting electronic payments, and progressively reducing the use of cash.
However, the recent news of banks themselves putting money into JDY accounts under pressure to make
the zero balance accounts ‘active’ raises concerns about ethics, accuracy of data, and potential for misuse.
In parallel, RBI has been working toward setting up of differentiated banks, at a fast pace, resulting in
small finance banks and payments banks getting ready to be operational in the next few months. RBI is also
expected to release guidelines for peer-to-peer (P2P) lending, providing legitimacy to another channel that
would potentially offer services to the unbanked and low-income segments as well. Several non-banking
finance companies (NBFCs) and FinTechs are actively developing technology-led models for credit assessment and delivery, which could scale up in the coming years. While all these initiatives and policies will
positively create a dynamic landscape of institutions and delivery models for financial inclusion, the efforts
of enabling client education and ensuring client protection to keep pace with these developments will need
proactive and concurrent attention of all stakeholders.
Meanwhile, the existing microfinance channels—microfinance institution (MFI) and self-help group
(SHG) bank linkage—continue to provide services to this client segment, albeit with much different growth
rates. Gross MFI loan portfolio grew by 84% over the last FY with growth in client outreach of 44% and
an increase of 65% in the amount of loan disbursed during the year (MFIN MicroMeter). SHG channel in
comparison showed an increase of 23% in loans disbursed and 4% in the number of SHGs with bank loans.
A significant policy direction of the RBI this year has been the requirement for banks to report SHG credit
data to credit bureaus; the progress on this front, however, is yet to be seen since there are gaps in memberlevel data available with banks. A fast emerging channel of credit to microfinance clients is lending by banks
through BCs in addition to bulk loans to MFIs. Concerns on high MFI growth rates have been raised along
with risks associated with (sole) reliance on credit bureau for credit decision owing to possibility of gaps
in bureau data. Incidences of client distress in some districts of Madhya Pradesh and Uttar Pradesh point
to the need for greater vigil on part of institutions in credit policies and processes. The MFI sector, nevertheless, deserves credit for showing progress on embracing responsible practices, which is evident from
examples and best practices incrementally shared across editions of the Responsible Finance India Report.
So, while the Responsible Finance India Report in its earlier avatar largely tracked social performancerelated issues for about 20 million MFI clients, it now needs to expand its sweep to 240 million, maybe
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more, clients from low-income households that have been integrated into the mainstream financial ecosystem through efforts under the Pradhan Mantri Jan Dhan Yojana. How comprehensively this will be done,
will remain a challenge, at least in the short run.
The transition of Microfinance India: Social Performance Management (SPM) Report to broader coverage
of channels beyond microfinance (MFIs and SHGs) was initiated in spirit in 2014 with inclusion of themes
on BCs and (micro) insurance, and in 2015 the report was rechristened to Responsible Finance India Report.
Since SPM is a term not commonly understood and used by stakeholders outside the MFI space, the group
of advisors supported the idea of ‘responsible finance’ as an appropriate term that could cover all channels,
mainstream, and alternate, reaching out to the low-income and poor clients. The challenge, however, of
fully transitioning from microfinance to responsible inclusive finance is still distant because of continued
limitations of availability of relevant performance data beyond outreach numbers for channels others than
MFIs. It is our endeavor to exhort stakeholders to undertake institutional analysis and assessments and
sector-level research to plug the gaps in information on performance of financial inclusion efforts to cover
issues of client protection and depth and quality of services delivered to clients.
We are fortunate that Dr Alok Misra accepted the challenge of authoring the report for another year.
We are deeply grateful for his efforts in progressively expanding the ambit of the report beyond MFIs
while working under the limitations of data availability, and for bringing together a well-structured and
researched document. With transition in the team at Inclusive Finance India Secretariat, Dr Misra had to
manage with limited support this year. We are thankful to all the contributors, individuals, and institutions
that responded to requests from Dr Misra for interviews, insights, data, and studies. We particularly appreciate that Dr Kshatrapati Shivaji, CMD, SIDBI, provided his time and shared insights for the report. Teams
at CRIF High Mark and MFIN were generous with their inputs. We must acknowledge the support from
Department for International Development (DFID) and SIDBI for supporting two client-level studies as
part of the Poorest States Inclusive Growth Programme—one on ‘indebtedness level of clients’ and second
on ‘microfinance client voices’. The studies provided important field-level inputs for this year’s report. I am
thankful to the board of directors and the Inclusive Finance India group of advisors for their guidance on
the structuring of the report.
ASSIST is fortunate to receive consistent support from the key sponsors SIDBI and the World Bank
Group (Finance and Markets) since the inception of this annual document in 2011. We also thank the teams
of Maanaveeya and Dia Vikas for their support to the Responsible Finance India Report. While Standard
Chartered Bank, the original lead supporter of this report, is not a sponsor this year, we appreciate Balaji
at StanC for being a friend and well-wisher and for his continued interest in this initiative. I would like to
thank the team at SAGE Publications for their patience and perseverance with tight schedules in bringing
out the report and hope for much wider dissemination of the publication in India and globally. I am grateful
for Vipin Sharma’s leadership and guidance to the new and small team at ACCESS ASSIST in managing this
sectoral initiative. I must appreciate Keerti’s efforts in coordinating with the publisher and author, Sivani for
leading on the overall management, and Lalitha for ably supporting with the logistics.
I am happy that the sixth edition of Responsible Finance India Report will be released at the inaugural of the
Inclusive Finance India Summit in December 2016. With greater mainstreaming and diversity of financial
service providers and intermediaries, a progressive and enabling policy environment, and the potential
offered through disruptive technology, these are exceptionally exciting times for financial inclusion in India.
I hope the Responsible Finance India Report will continue to track performance of existing and emerging
channels, document and share good practices, raise flags and highlight gaps in policy and practice, and
offer recommendations for promoting ethics, transparency, and client centricity in financial inclusion.
Radhika Agashe
Executive Director
ACCESS ASSIST

Preface
This is the second year of my authoring the Responsible Finance report. The report was rechristened last
year from its earlier name, Social Performance Management. This was done to broaden the coverage of the
report beyond microfinance institutions (MFIs) as responsible finance has become a key theme in financial
sector policy globally. It has been realized that full potential of financial inclusion can be reaped only with
integrating responsible lens in financial sector and responsibility can be broadly defined as matching clients’
needs and preferences. India’s financial inclusion landscape has never looked more promising as in current
times. Last two–three years have ushered in paradigm changes. The policy has shifted from being bank-led to
channel-neutral, and new initiatives in the form of Pradhan Mantri Jan Dhan Yojana (PMJDY), small finance
banks (SFBs), payment banks (PBs), Micro Units Development & Refinance Agency Ltd (MUDRA), and
banking correspondents (BCs) have been added to the existing canvas of commercial banks, regional rural
banks (RRBs), cooperative banks, and microfinance (MFIs and SHG–Bank Linkage Programme [SBLP]).
The impact has been instantaneous in cases like PMJDY, wherein the scheme has enabled universal savings inclusion by opening ~0.25 billion accounts in 18 months. The policy initiatives have been backed by
advances in ecosystem with Jan Dhan, Aadhaar, and Mobile (JAM) trinity coverage covering almost all and
opening up possibilities of robust e-KYC-based infrastructure and mobile phone-based financial services.
In my 26 years of association with the journey of India’s financial sector to reach the unbanked, the possibility of universal financial inclusion to ensure inclusive growth has never looked more achievable. I am
thankful that I was asked to author this report by Vipin Sharma, CEO, ACCESS Development Services, in
current interesting times. I deeply value the opportunity.
As the criticality of ‘Responsible Finance’ is being increasingly recognized, it is important that in the
wave of new initiatives, clients’ needs and preferences are accorded primacy in the delivery of financial
services and mistakes of earlier top–down model are avoided. This is more so when the client segment
belongs to bottom of pyramid and is vulnerable on account of its credit needs. While the new initiatives
will take some time to show results, at present the bottom of pyramid (BOP) segment financial services
space continues to be dominated by microfinance, cooperative banks, and small borrowal accounts of
commercial banks. Microfinance sector in India accounts for an outreach of nearly 100 million clients
and plays a vital role in financial inclusion of the excluded. Commercial banks have ~20 million small
borrowal accounts and cooperatives banks have an equally high outreach—data available for cooperatives is dated. However, the report focuses on MFIs, SBLP, commercial banks through BCs and PMJDY,
and MUDRA on account of twin factors. First, there is enough granular data available for these channels and
second, availability of information/studies on double-bottom-line performance. Also, these channels play a
major role in financial inclusion of the poor and excluded and are also witnessing high growth. The report
analyzes their double-bottom-line performance, analyzes risks to their client-centricity model, and suggests policy and operational suggestions for strengthening the responsible finance agenda. The unifying
thread of the report is that all initiatives and channels have to be evaluated on the touchstone of client
centricity—growth without this is of little use in meeting the inclusion challenge. It is hoped that in near
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future, the stakeholders will be able to evolve responsible finance metrics for all channels; this report can
serve as defining the broad contours of responsible finance.
A sector report of this type requires cooperation and sharing of information from several stakeholders.
I have a lot of people and organizations to thank for providing data, sparing time for discussions, sharing
study findings and reports, and pointing toward useful sources of information.
The chapters on MFIs have benefited immensely from the insights shared by MFI heads and senior
management (Udaya Kumar and Gururaj of Grameen Financial Services Pvt. Ltd [GFSPL], Radhakrishnan
of Janalakshmi, M.R. Rao and Ritesh Chatterjee of Bharat Financial Inclusion Limited [BFIL], Devesh
Sachdev of Fusion, and Sandhya Suresh of EMFIL), Ratna Vishwanathan, CEO of Microfinance Institutions
Network (MFIN), bankers and donors (Manoj Mittal and Prakash Kumar of SIDBI, Jiji Mammen, CEO,
MUDRA, and Ragini Chaudhary from DFID), technical agencies (Manoj Sharma, Director, MicroSave and
Isabelle Barres, Hema, and Tanwi from Smart Campaign), and global platforms (Leah from Social Performance Task Force [SPTF]). Equally significant was the contribution of 24 MFIs who responded to the data
request. It was my good fortune that these senior functionaries spared time to provide valuable insights and
data. The data provided by Parijat Garg, CRIF High Mark Credit Information Services, has been valuable
in analyzing risks in Chapter 5. Special thanks is due to Dr Kshatrapati Shivaji, CMD, Small Industries
Development Bank of India (SIDBI), for being generous in providing substantial time to share his sector
insights and agree for an interview. The chapter on role of self-regulatory organizations (SROs) would
not have been possible but for Ratna Vishwanathan, CEO, MFIN, cheerfully agreeing to provide details
requested by me at short notice and agreeing to point out factual errors in the chapter. Thanks is also due
to Sugandh, Pallavi, and Devika in MFIN. ACCESS was instrumental in commissioning two client-level
studies by IFMR and M2i; Chapter 4 capturing client perspective comes from these studies especially M2i
study. Deepak of M2i also wrote major parts of Chapter 4.
The credit for chapter on SBLP is due to Dr H.K. Bhanwala (Chairman, NABARD), G.C. Chintala (CGM,
NABARD), and C.S. Reddy (CEO of APMAS). Dr Bhanwala agreed to meet at a short notice and shared
his unique perspective on issues pertaining to SBLP and National Rural Livelihoods Mission (NRLM). C.S.
Reddy on account of his long association with SHG movement enlightened me on various historical issues
and current challenges. I cannot thank him enough for sharing the draft report of multi-state SBLP assessment conducted in 2016.
I am thankful to Radhika and Keerti from Access Assist for their help throughout the assignment and
Raja Banerjee for help with data entry. The list can go on and on but considering the length limitation, I
seek apology from those whose names I have missed. This report would not have been possible but for the
generous help of all stakeholders.
Much has been done in advancing responsible financial inclusion and I hope that the report provides
enough thinking and action points for improving the performance of MFIs, SBLP, BCs, and MUDRA to
meet the needs of BOP clients. Action on the policy and operational suggestions in the last chapter will
strengthen the cause of responsible finance for the excluded by the existing and emerging institutions.
Alok Misra

Inclusive Finance at the Cusp:
Keeping Clients at the Core

1.1 GOAL IN SIGHT; DIVERSIFIED
FINANCIAL SECTOR TAKES SHAPE
The quest for universal financial inclusion has been
a central objective of India’s development policy
since independence but its achievement never
seemed so near. While the erstwhile minister of
state for finance declared the task complete with
the implementation of Pradhan Mantri Jan Dhan
Yojana (PMJDY)1 and exhorted the financial sector
to move to the next stage—of deepening access—the
task is far from over. Real universal financial inclusion would require going beyond the opening of
bank accounts, to ensuring functional access points,
availability of varied financial services beyond savings accounts, to credit, insurance, and remittances,
and above all, seeing that the services are ‘demand
driven’ and ‘responsible’. Being responsible, which is
the focus of this report, requires keeping clients at
the core of service delivery and avoiding a top-down
approach, as well as focusing on outreach numbers
as outcome measures. The crucial aspect of ‘client
centricity’ will avoid the mistakes of a supply-driven
past and be meaningful to those for whom it is
intended. Despite this, it is undeniable that in terms
of policy, technology, infrastructure, or institutions,
the situation has never seemed so full of promise.
The past year under review saw a phase of grounding of new institutions and programs announced
in the previous two to three years. The flagship
financial inclusion program of the government—
PMJDY—aimed at ensuring that each household
in the country has access to a basic bank account,
clocked an impressive outreach of 22.37 crore bank
accounts by July 20162. These impressive numbers
in a record time won the PMJDY an entry into the

Guinness Book of World Records. PMJDY is supplemented by pension and insurance schemes to
provide holistic financial inclusion. However, the
outreach under these add-on schemes does not
match PMJDY numbers, with Prime Minister Jeevan
Jyoti Yojana (PMJJY, an insurance scheme) reaching
an enrollment of 3.07 crore by July 2016. MUDRA
was launched in 2015 with the slogan of “funding
the unfunded,” which implied that MUDRA will
provide loans to the small entrepreneur segment
hitherto considered too small by banks and too
big by microfinance institutions (MFIs). MUDRA
claims to have funded through banks 34 million
small entrepreneurs during the financial year 2015–16
with a sanctioned loan amount of `137,449 crore
under Pradhan Mantri Mudra Yojana (PMMY)3.
The two new universal banks given licenses in 2014
(Bandhan and IDFC) have started banking operations, adopting different strategies. While Bandhan
rides on its prebank avatar infrastructure of branches
and clients, IDFC has adopted the route of acquisition of MFIs to cater to the low-income segment4.
Of the 10 entities given in-principle licenses as small
finance banks (SFBs) in 2015, 8 were MFIs; moreover, the year 2016 saw a lot of subsequent activity
on this front. While the smaller-sized MFIs are still
working out their transformation strategy as the
18-month in-principle phase ends early 2017, Equitas and Ujjivan recently concluded their initial public
offer (IPO) to boost their domestic shareholding, for
complying with norms. Both IPOs received massive
responses, being oversubscribed 17 and 40 times,
respectively, for the two institutions. This reflects
the confidence of institutional as well as retail investors in their business model. Equitas and Ujjivan are
expected to commence operations as SFBs late 2016.
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1.1.1 JAM to Provide the Backbone for
Financial Inclusion
While the financial sector has become diverse as
never before with functional specialization, the
most significant change that will provide the backbone for financial access is the implementation of
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Janalakshmi, another large MFI, also plans to commence operations late 2016.
The wave of policies and institutions launched in
2014 and 2015 also included payment banks (PBs), a
concept quite new to the financial sector. The objective of PBs as stated in the guidelines5 is to ensure
cost-effective services, greater proximity, access to
remittances, and small savings. PBs were seen as a
graduation model for prepaid issuers and mobile
network operators (MNOs) similar to SFBs, providing a graduation model for MFIs. However, even at
the time of drafting guidelines, it was felt by experts
that by not allowing PBs to lend, there will be viability issues. The year 2016 has validated some of that
apprehension, with 3 out of 11 in-principle license
awardees deciding not to go ahead6. The Reserve
Bank of India (RBI) governor opined that those withdrawing did not think through while applying, and
added that the model suits those who have an existing infrastructure, such as MNOs and prepaid issuers.
There is merit in that, as even in the case of universal banks, Bandhan with its established network has
forged ahead of other players. Similarly, India Post,
which is one of the entities granted a PB license, is
being wooed by investors and banks because of its
deep pan-India reach through nearly 150,000 outlets.
However, the issue of the lack of a business model
cannot be overlooked, as it has been accentuated
with almost universal coverage of bank accounts and
a wide network of banking correspondents. By the
end of 2016, a few PBs will become operational, adding to the mosaic of financial intermediaries.
The year also saw a move from the Central Bank
in another innovative sphere—peer-to-peer (P2P)
lending—which has seen quite a bit of traction in
the past few years in India (discussed in Chapter 7).
RBI released a discussion paper on P2P lending in
April 2016. The discussion paper attempts to assess
the various P2P models prevalent in India as well as
internationally, and the legal and regulatory framework for their operation. It is expected that the formulation of guidelines on P2P lending will provide
legitimacy and fillip to the operations of existing
P2P lenders in India.

Aadhaar

Jan Dhan

Figure 1.1 The Thickening of JAM–Jan Dhan, Aadhaar,
and Mobile Phone—Coverage over Time
Source: Economic Survey, 2016–17.

the JAM trinity (Jan Dhan, Aadhaar, and mobile
phone). The identity issue is addressed by Aadhaar,
which based on a unique number and biometrics,
and has the capability to authenticate identity electronically. Despite initial skepticism, the coverage
of 1,020 million people and its potential to be the
base on which other financial services can be built
is now being acknowledged by all. The genius of the
concept lies in its use being limited to authentication rather than the normal practice of bundling
authentication with entitlements. Its potential has
been realized through the opening of Jan Dhan
accounts (Figure 1.1), adoption of Aadhaar as Know
Your Customer (KYC) by MFIs, and also the recent
move by few MFIs to use biometric-based authentication of Aadhaar. The ubiquitous nature of Aadhaar lends it for use in multiple requirements of the
citizen, be it bank account, loans, mobile phone
connections, or cooking gas connections as well
as social assistance programs. Aadhaar’s utility of
online authentication provides a common platform
that can be used across programs and institutions.
The platform of biometric-based unique ID, high
penetration of mobile phones, and universal coverage of bank accounts (JAM) provide robust bedrock
on which multiple financial inclusion efforts can be
built further. Delivery of financial services through
mobile phones has already decreased costs, and the
Aadhaar-based authentication adds to risk mitigation strategies. Seeding of all loan and savings
accounts with Aadhaar in the near future could
enhance the reliability of credit bureau checks.
The potential of the JAM trinity to further financial inclusion and be cost effective has been further
enhanced by advances in the payments system. The
launch of the unified payments interface (UPI) by
the National Payments Corporation of India (NPCI)
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Figure 1.2 The Evolution of the India Stack—Built on JAM
Source: Ericsson Mobility Report.

in April 2016 has further bolstered the ecosystem
for financial inclusion as well as India’s movement
toward a cashless economy. The UPI is an advance
over the immediate payment service (IMPS) as
payments up to `100,000 lakh can be made through
an Aadhaar number, a mobile number or a virtual
address through SMS, obviating the need for an
IFSC code, or a bank account number. The UPI
is interoperable across banks. Nandan Nilekani,
the architect of Aadhaar, said that this is leapfrogging of the payments system and added that “Payments have evolved in different ways. You had a
card system, mobile money, Internet e-wallets. But
completely mobile interoperable person-to-person
instant real time with push and pull really didn’t
exist anywhere”7. It is hoped that the UPI, by providing a phone-based real-time payment system
through the banking network, will lead to the elimination of e-wallets.
The evolution of the JAM trinity and its application is nicely captured in Figure 1.2.
The India stack has already achieved key milestones such as direct benefit transfer (DBT) to bank
accounts and electronic Aadhaar-based KYC, and
its future components include e-signature, digital
locker, and UPI. Financial institutions can access
these features and database to know about the customer and customer history, and based on that take
lending decisions.
These technological, ecosystem innovations,
coupled with a vibrant financial sector landscape,
have brought the promise of universal financial
inclusion through responsible financial services
within a striking distance. At the cost of repetition, it
is worth stressing that if the financial services do not
adopt a client-centric approach, the achievement of

numbers will not optimize the potential of inclusion. The Responsible Finance India Report, 20158
brought out the link between financial access and
growth, as empirical studies have shown a strong
positive correlation between deeper financial system and economic growth. Global agencies like the
World Bank also enunciate this view, and critically
say that it is the poor who benefit greatly from
using basic payments, savings and insurance services, stressing that financial inclusion can be a
powerful accelerator of economic growth, helping
achieve the goals of eliminating extreme poverty
and building shared prosperity. At the same time,
it is also important to note that unless the financial
services are client-centric and cater to the special
needs of the poor such as small amounts, frequent
transactions, physical proximity, and cost sensitivity, the link between financial access and development diminishes.
India is at a tipping point in financial inclusion,
and it is imperative that past lessons from supplyled and subsidized approach to inclusion are avoided
and at the same time excesses of the market are not
allowed to be passed on to the poor. A fine balance
between sustainability and affordability is a key to
the approach, wherein clients come first and are
protected against unscrupulous practices, profiteering, and indebtedness.

1.2 FINANCIAL SECTOR PLAYERS AND
LEVEL OF INCLUSION
As discussed in the previous section, the financial
sector has become diverse, with specialized institutions and some institutions focusing exclusively on
the BOP segment while others catering to the entire
spectrum (Figure 1.3).
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Refinancing Agencies—NABARD, SIDBI, National Housing Bank, MUDRA
 Commercial Banks
 Regional Rural Banks
 District Cooperative Banks

 Non Banking Finance
Companies (NBFCs)

 Urban Cooperative Banks

 NBFC-MFIs
 NGO MFIs

 Small Finance Banks

 Pre Paid Issuers (PPIs)

 Payments Banks

 P2P Lenders
 Programmes funded by
CBs, RRBs & DCCBs
 SHG-Bank Linkage
Programme/National Rural
Livelihood Mission

 Insurance
Companies

Figure 1.3 Refinancing Agencies
Source: Author.
Note: Red font indicates exclusive BoP focus.

The landscape is enriched with the presence of
126,000 banking correspondents, who are enabling
the banking system to tackle the last mile. In addition to individual bank BCs, there is a trend of MFIs
increasingly adopting the BC model to build their
portfolio as it obviates capital requirement and
partly offsets credit risk.
Financial inclusion data relating to the BOP segment
are not available readily, as outreach is not mapped
to the poverty profile, and even the limited available
data are in silos. The Global Findex dataset released
in 2015 is the second round of data under the Global
Findex initiative, and that captured the overall financial access scenario in India in 2014. The dataset
has become out-of-date in a short time primarily
because of new initiatives like PMJDY and MUDRA.
As the topic of responsible finance is primarily concerned with the BOP segment, it is useful to look at
financial exclusion in this segment. It is not possible
to have estimates for savings exclusion, as the numbers of bank accounts do not provide insights into
the account holders’ socio-economic status. The RBI
data9 on deposits for scheduled commercial banks
(which includes RRBs) provide area-wise (rural,
semi-urban, urban) and gender-wise breakdown,
but does not go beyond that. However, considering
that PMJDY has achieved coverage of nearly 22 crore
deposit accounts and was directed at the financially
excluded segment, it can be roughly estimated that
the deposit side inclusion at household level is almost

universal. This is a broad estimate, as there is no way
to know whether accounts opened under PMJDY are
new accounts, or additional accounts of existing customers, and which segment they belong to.
A more accurate estimate can be made in respect
of the credit-side exclusion of the BOP segment by
using a proxy indicator of the loan size for bank lending, while it can be safely assumed that the entire
microfinance lending through the SHG-Bank Linkage Programme (SBLP) as well as MFIs is exclusively
for the BOP segment. For scheduled banks, the outreach under two loan sizes can be seen (loans less
than `25,000 and loans less than `200,000), assuming that typically loans to the BOP segment would
not be above this limit. In case of cooperative banks,
the data published by National Federation of State
Cooperative Banks (NAFSCOB) on number of borrowers of primary agricultural credit societies (PACS)
belonging to scheduled caste, scheduled tribe, small
farmer, and rural artisans categories can be taken on
a conservative side for analyzing the outreach under
the BOP segment, though all the PACS borrowers
typically belong to this segment. The size of the BOP
segment can be derived from the poverty percentage
data. The Indian government’s definition of the poverty line can be taken for this, which corresponds to
the World Bank’s $1.90 at the purchasing power parity (2011 Prices) poverty line. This analysis is neither
decimal-perfect nor exhaustive. This is because a few
institutions such as non banking finance companies (NBFCs) and urban cooperative banks are not
included, as their outreach is not focused on the BOP;
however, they also lend a part of their portfolio to the
BOP. Further, the date of various datasets is not consistent and cases of overlap of the same client sourcing
loans from two different sources limit the accuracy.
However, this does provide us a good picture of credit
penetration among the BOP segment (Table 1.1).
The outreach based on this analysis seems quite
flattering, with a 60% coverage. The exemplary contribution of microfinance (both SHGs and MFIs)
is evident from the fact that both contribute about
60% share in the BOP segment, while banks account
for a mere 20% share. However, the ground-level
situation shows a very different picture, with both
sectoral and regional disparities. Evidence for this
comes from the recently concluded FinScope survey10, which shows that a total of 23% households
in four states (i.e., Uttar Pradesh, Madhya Pradesh,
Odisha, and Jharkhand) avail credit. Of this, only
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Table 1.1 Estimate of Credit Penetration at Bottom of Pyramid
S. No. Particulars

Number/Percentage

a.

Population 2011

1,210,854,977

b.

Poverty percentage as per government

c.

BOP segment (a)*(b)

d.

Outreach of scheduled banks as on 31.3.2015 (loans less than `25,000)#

29,858,230

e.

MFI outreach as on 31.3.2016

32,500,000

f.

SHG outreach as on 31.3.2016 (assuming 13 members per SHG)

60,744,073

g.

PACS outreach to SC/ST/small farmers/artisans as on 31.3.2014

29,302,000

h.

Total BOP outreach

i.

Percentage coverage at BOP level (h/c)

21.9%
254,279,545

152,404,303
59.94%

Sources: https://rbi.org.in/Scripts/AnnualPublications.aspx?head=Basic%20Statistical%20Returns; http://nafscob.org/pacs_f.htm,
accessed on September 23, 2016; Micrometer (data as on March 31, 2016, MFIN; NABARD; Economic Survey 2016–17 (Table 9.3);
Census of India, 2011.

7% access credit through banks and 3% through
other formal (non-bank) sources. Despite the policy
emphasis on formal channels, 13% continue to seek
credit from informal sources. Moreover, the FinScope dataset does not focus exclusively on the BOP
segment. This underlies the fact that despite impressive gains, much of which are regionally skewed, a
lot of work needs to be done on credit-side inclusion
in deprived areas (Figure 1.4).
On the savings side, the FinScope study does
validate the assumption of near universal coverage
reporting 92% coverage even in these four poorest
states (Figure 1.5).
The underlying implications of the analysis is
that while savings side access has become almost
universal, credit-side inclusion has a lot of spatial

19.23

19.59

39.86
21.32

Figure 1.4 Percentage Share of Agencies in BOP
Coverage

Figure 1.5 Percentage of Households Having Access to Financial Services in PSIG States
Source: FINSCOPE. 2015. Consumer Survey under the Poorest States Inclusive Growth Programme, Figure, 24.

