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EXECUTIVE SUMMARY

In order to meet the objective of financial inclusion and increasing outreach of
the banking sector to the unbanked, Reserve Bank of India, in January 2006
permitted banks to use intermediaries as Business Facilitators (BF) or Business
Correspondents (BC) for providing financial and banking services. The BCs
were allowed to conduct banking business as agents of the banks at places other
than the bank premises. The categories of entities that could act as BCs were
also specified. Since its inception in 2006, various banks had started promoting
the BC Model in all corners of the country. The Reserve Bank vide its circular
DBOD.No.BL.BC.58/22.01.001/2005-06 dated January 25, 2006 permitted
banks to utilize the services of non-governmental organizations (NGOs), micro-
finance institutions (other than Non-Banking Financial Companies) and other
civil society organizations as intermediaries in providing financial and banking
services through the use of Business Facilitator (BF) and Business
Correspondent (BC) models. Before analyzing the existing business
correspondent model as an effective tool for financial inclusion, let us examine
numerous key issues:
e Were BCs bringing unbanked into formal banking system?
e Were clients accepting the BC Model for opening bank account and to
what extent?
e Reach and scope of BCs.
e Various incentives and regulations for the banks, BC’s and other entities
involved?
e How efficient and scalable were the Institutional set up between BC’s and
the promoting banks?
e What other entities can be considered for becoming BC to increase the
reach of banking services.
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