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ABSTRACT

Financial inclusion is the process of bringing into the ambit the excluded populace
towards access to the diverse product and services rendered within a financial system.
This paper is an attempt to decode the depth of financial inclusivity and access with
regard to the rural areas of three specific north bank districts of Assam. The financial
inclusion at best is and in the narrowest possible sense points towards mediocre or
medium inclusion in the range of scale. This has been largely due to the lack of
aggressive or high financial access, either due to moderate or partial access in addition to
large section of rural households without any financial access. At times when welfare
interventions, direct benefit transfer, and dispensations orientation even for maintenance
of frill accounts are high and loud, such dismal statistics calls for accentuated efforts to
redress this gap. Unless rejuvenated accentuated efforts are made in regard to financial
inclusion, society cannot be expected to be reintegrated in the broader scheme of the
paradigm.

Keywords: Financial Inclusion, Inclusion Dimensions, Financial Access, Index of

Financial Inclusion.
1. Introduction

Financial inclusion is the process of
bringing into the ambit the excluded populace
towards access to the diverse product and
services rendered within a financial system.
While the framework remains the same,
definitions of financial inclusion do vary,
depending on the level of social, economic and

in  housing, health, education, and
entrepreneurial activities to make use of
growth opportunities (World Bank,
2008).1This paper is an attempt to decode the
depth of financial inclusivity and access with
regard to the rural areas of three specific north
bank districts of Assam. Hence the objectives
are a comparative cross-analysis

financial development. Theimport of financial 1. Of the dimensions
inclusion is widely accepted,which therefore, 2. Comparing the inclusivity
brings forth the pertinent query as to how 3. Depth of financial access

inclusive the financial system is to the various
sections of population. Individual indicators
like number of bank accounts, bank branch
and the financial services and products
provided by it or by alternate institutions as
postal network, credit institutions, finance
companies, micro-finance institution (MFIs)
and other formal and quasi-formal non-
banking institutions.

Financial institutions and services,
unless accessible, would not create wealth and
wellbeing. Owing to such access deterrents
individuals and enterprises often rely on petty
personal savings or internal resources to invest
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2. Material and Method

The study is based on three sample districts
namely; Lakhimpur, Dhemaji and Sonitpur. In
the present case, it comprises of 8 blocks, 22
gram panchayat, 59 villages and 600
households with 2962 individuals. The
approach to study is both qualitative as well as
guantitative; based on bothprimary and
secondary data. Primary data was collected
using structured schedule during the first visit,

! Adopted from URL:
https://www.rbi.org.in/scripts/Publications
View.aspx?id=10494.
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which was followed by second visit with semi-
structured questionnaire both open and close
ended. Secondary data includes Global Findex
dataset for various years, reports of banks and
government.

Block headquarters being reference of
spatial and locational backdrop, sample
villages were chosen based on multi stage
samplingi.e. from moderately rural to remotest
clusters. Undoubtedly, the state of Assam is
largely rural in nature. Likewise, the three-
sample district selected comprises mainly of
rural gentryto the tune of 92.96 and 91.24
percent for the contagious districts of Dhemaji
and Lakhimpur,while it is 90.96 percent in
case of Sonitpur district (District Census
Handbooks 2011).All of the sample districts
fall within one agronomic zone, namely; North
Bank of Brahmaputra.

Nonetheless, sample households were chosen
based purely on random basis. Table 1 gives
the summary statistics. Of the surveyed
population (2962) about 2635 are bankable
adults with 2194 active accounts. Leaving
aside the 327 individuals below 14 years of
age group.

Table 1
Summary Statistics

dimensions, namely; banking penetration (d;)
, availability (d,) and usages (d3). The
banking penetration (d;) is defined as
proportion of total number of bank accounts in
the surveyed household upon total surveyed
population. On the other hand, availability
(d) is referred to as the availability of number
of bank branch in the study area to per 100
rural population. Finally, usage (d;) is the
ratio of unbanked or marginally banked
population to total sample population.

The above index reveals the financial
inclusivity, the in depth of inclusiveness is but
revealed only by the amount of access the
beneficiary makes of the various financial
services. As such, a Financial Access Index
(FAI) is constructed to assess the nature of
access at the household level. FAl; is indexed
as the mean value of the scores obtained by
each respective dimensions, namely, savings,
credit, insurance, and payment. In other words

FAIi:(S+C1-I+P),

Where ‘S’ is the savings score and is obtained
by scoring ‘2’ if the households own an
account and have saved (even if meagre) in a
bank, a score of ‘1’ in case it is other than in
banks e.g. SHG/MFIs, and a score of ‘0’ if

Panchayats 2 Active accounts 2194 both are not true. The highest applicable score

is ‘2’ which may apply even when a household

Households Surveyed 600 | Districts (Bank by Organization type) n 3
have both the available accounts and have

Population Surveyed 2962 ATMs in the districts 344 saved somethin g The obtained score is then
Bankable Population 2635 CSPs in the districts 867 normalised with the highest obtainable score
Source: Compiled from field data and secondary sources ie. ‘2’
(http:/islbene.nic.infassam/assam_June2020.zip)
Score
S=
2
and 0<SI<I

3.1 The Framework

For ‘C’, the credit score those households
having access to credit from formalsources for
investment is given the score of °5’, for those
having access to credit from formalsources for
purpose other than business is scored ‘4°,

A simple measure of financial
inclusion is to index it in terms of various
dimensions. For n" dimensions in Euclidian

space, it can be given as
- those having access to credit fromsemi formal
FL=1 (s (1-d) sources are scored ‘3°, those having access to
i vn credit from friends and relative isscored ‘2°,
from money lenders is scored ‘1’ and who

Where IFlirefers to the Index of Financial have not taken any loan is scored 0. Hence

inclusion  andthediare  the respective
dimensions running from 1 to the n® c=Score
dimensions in Euclidian space. However, in 5

this study we limit our case to three
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and 0<C<l1
For ‘I’ the insurance score, the households
having life insurance coverage isgiven a score
of ‘2°, and those without life insurance but of
other types of coverageis scored ‘1°, and those
without any of aforementioned are scored ‘0.
Likewise, ifany households have more than
one insurance coverage the highest
scoredaccommodated is ‘2.

_Score
2

and 0<I<1

For ‘P’ payment score, in order to reflectthe
transaction usages, the transactions through
banks; whetherphysical or virtual is given a
scoreof ‘2’, and those without any transaction
during last two successive financial quarters
are scored ‘1°, and those without the usage
oftransaction is given score 0. Thus,

_Score

P=——,
and 0<P<I
3.2 Interpretation of Indices

With regard to /FI;, depending upon the index
derived, the results can be categorized into
high financial inclusiveness with the indexed
value ranging from 0.5 to 1, as medium within
the bandwidth of 0.3 to 0.5, as low for values
ranging from 0.10 to 0.30, and for the values
below 0.10 as very poor.

On the other hand, the depth of financial
access measured as FAlimay be classified into

four categories as; no access for the
households with FAI equal to 0, partial access
for those greater than O but less than or equal
to 0.40, greater than 0.40 and less than or
equal to 0.70 as moderate and for index
between 0.70 and 1 as high access.Hence,
constructing the FAlior the financial access
index at the households level, the same were
categorised into various groups
aforementioned in percentage.

4. Findings

The details of the dimensions, IFliand FAI are
presented abstractly in Table 2 below. As can
be seen, for the first dimension d,, banking
penetration, the contagious sample district of
Dhemaji and Lakhimpur have almost the same
nature of low banking penetration in the rural
area; 0.70 and 0.72 respectively. Rural gentry
of Sonitpur has relatively better edge in
banking penetration amongst all sample
district at 0.72 respectively. The banking
penetration in rural areas of all the sample
districts i.e. overall banking penetration is 0.74
which is relatively low.

With regard to d,, the availability, Sonitpur
ranks the highest with 1.47 followed by
Dhemaji at 1.17 and by Lakhimpur at 1.09
with an overall dimension of 1.25. In case of
ds;, usage, the dimensional values are
relatively very low, of which, Lakhimpur
ranks the highest at 0.17 followed by Dhemaji
at 0.15 and then by Sonitpur at 0.12. The
overall dimension for all sample district is also
low at 0.15.

Table 2
Dimensions, IFI and FAI
Particulars Dhemaji Lakhimpur Sonitpur Overall
d, 0.70 0.72 0.80 0.74
d, 1.17 1.09 1.47 1.25
ds 0.15 0.17 0.12 0.15
IF1; 0.47 0.49 0.42 0.47
FAIi(Percentage Household)
No Access 8 11.5 6 8.5
Partial Access 33 45.5 30.5 31.67
Moderate Access 43.5 335 46.5 41.17
High Access 15.5 9.5 17 14

therefore, in the most modest sense is medium,
which is also reflected in the overall financial
inclusivity indexed at 0.47 for the aggregated
samples.

Considering IFlwithin the sample districts,
Lakhimpur ranks the highest at 0.49, followed
by Dhemaji at 0.47 and Sonitpur at 0.42. IFlior
the financial inclusivity for all sample districts,
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The surmised analytical implication is the fact
that Sonitpur despite having relatively higher
dimensional values of banking penetration and
availability, compared to Dhemaji and
Lakhimpur, have the lowest financial
inclusiveness amongst the sample districts.
This particular instance is attributable largely
to low level dimensional value for usage.
Contrarily, the rural populace of Dhemaji and
Lakhimpur due to relatively higher usage have
higher financial inclusion despite low banking
penetration and availability.

For the FAlor the Financial Access Index
within the sample districts; it can be seen that,
in Dhemaji 43.5 percent of rural households
have moderate access; which is the highest
category followed by partial access at 33
percent. It is then by high access at 15.5
percent and only 8 percent had no financial
access. Almost similar trait is found in
Sonitpur with moderate access of 46.5 percent
followed by partial at 30.5 percent, then by
high access at 17 percent and with no access at
6 percent.

Unlike Dhemaji and Sonitpur, in Lakhimpur a
reverse trait is found in case of no access and
high access at 11.5 and 9.5 respectively. This
is also true for the partial access and moderate
access at 455 and 33.5 percentages
respectively. The overall financial access
index category wise are highest for the
moderate access at 41.17 percent followed by
partial access at 31.67 percent, high access at
14 percent and 8.5 percentages of households
being without any financial access at all.

5. Conclusion

The financial inclusion in the three sample
districts at best is and in the narrowest possible
sense points towards mediocre or medium
inclusion in the range of scale. This has been
largely due to the lack of aggressive or high
financial access, with simultaneous clogging
in category of moderate or partial
access.Inaddition to it, there is still a large
section of rural households without any
financial access. Certain implications of the
study are:

One, the relatively low level of banking
penetration i.e. dimensional values less than
unity either for overall sample or across
samples is indicative of the fact that there are
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still bankable adults within households without
access to a bank account. The same goes with
the dimension usage — reflecting unbanked and
marginally unbanked populace - underlines
major fault in operational domain of
inclusiveness. At times when welfare
interventions, direct benefit transfer, and
dispensations orientation even for maintenance
of frill accounts are high and loud, such dismal
statistics calls for accentuated efforts to
redress this gap.

Second, while the dimensional value of
availability may come with cost attached,
some alternatives can be put through mobile
banks at call, digital transactions, customer
services points to address the gap. Such may
not only be cost effective but come handy in
tandem with rural based demand; which is
often circular in nature.

Thirdly, with respect to financial access, there
is the need of transitioning the cluttering
households in the moderate financial access
towards high access. If not the aforementioned
transition, at least those in the partial access
category needs to be elevated more
aggressively towards moderate financial
access. Finally, it is not in the least interest of
the welfare dispensation, orientation and
governance that any section of society remains
excluded. At the helm of affair, these
marginalised groups with no financial access
immediately requires attention and redress of
the issues to be included. Unless rejuvenated
accentuated efforts are made in regard to
financial inclusion, society cannot be expected
to be reintegrated in the broader scheme of the
paradigm.
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