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The Development Project Report
A comprehensive study on Financial Inclusion at Mahuapur village
Abstract
Akul Singh and Soumyakanta Mohakud
(Guided by: Prof. Sujit Jagdale)

Fundamental Action and Research Foundation (FARF) basically works in the field of poor
child education, research, digitization and advocacy. Getting a chance to work with FARF for
45 days motivated us to check the reality of the financial inclusion at village level. Are the
people really going to banks for savings or loans? Are the people reaping the benefits out of
government schemes and subsidies? What are the main sources of livelihood or income and
what are their expenditure patterns? What is the level to which knowledge is penetrating at
grass-root level? With all these questions in mind we approached households of Mahuapur
village of all socio-economic backgrounds. We then interviewed respondents individually to
know how their daily life and yearlong economics goes. We tried to know, are they getting
benefitted of the government schemes like Jan Dhan, Kisan credit card, Pradhan Mantri
Gramin Awas Yojana, etc. How people at ground level perceive credit systems and policies
of present day? Also, what are their aspirations, growth plan for near future, existence and
participation in community based organizations, Self Help Groups or cooperatives. All the
findings are mentioned in the conclusion part of this report.
Keywords: Benefits, Grass-root, Policies, Livelihood, Patterns

CHAPTER 1 - Background
Host Organization: Fundamental Action and Research Foundation (FARF)
FARF was founded in the year of 2014 by Mr. Anand Pandey and Mr. Rajesh Gowda as a
social initiative to transform and empower rural areas irrespective of any discrimination of
caste, color or creed. Currently FARF is engaged in various development initiatives as stated
below.

Digital Service
FARF is providing digital services to the deprived section of people in the village for
application and processing essential certificates and services such as Income certificate, Caste
Certificates, Domicile certificates etc. free of cost. It also helps senior citizen to get their
pension sanctioned.

Poor Child Education Support
The organization has adopted 40 poor children from the rural area of Bhadohi district of Uttar
Pradesh. It extends all possible support including finance and accessories to the children for
their education in reputed private school.

FARF Adarsh Gram Yojana
FARF has adopted seven villages to make them an example for others to follow. FARF is
working to ensure that the development schemes to reach the grassroots level of its adopted
5

villages. It conducts door to door survey and makes comprehensive study about the problems
of the villagers and the feasible solution for the villages.

Research Work
It collects various socio-economic data form rural area and analyses the status of various
development schemes. It has various research and data sharing collaboration with various
research institute and social sector enterprises.

Advocacy
FARF is working as advocating agency on behalf of rural poor for Government benefit
scheme against corruptions in implementation.

Xavier School of Rural Management, Xavier University, Bhubaneswar
(Formerly Known as XIMB - RM)
The Rural Management programme was started long back in 1995 as Post Graduate Diploma
programme in Xavier Institute of Management Bhubaneswar. It has groomed a few thousands
of Rural Managers, who are currently working across sector like Development sector,
corporate sector, Microfinance, Data analyst, CSR Sector etc. It has groomed professionals
who could be compared with a sea turtle, tough enough to work hard and has a
compassionate heart toward the deprived section of society. In 2013, the program again
evolved and was housed as an independent school called as Xavier School of Rural
Management. The School focuses on nurturing reflective professionals and enlightened
knowledge leaders who would enable the effective management of rural institutions,
businesses, development programs and civil society organizations, engaged in progressive
economic development and social transformation work.

CHAPTER 2 - Introduction
Financial inclusion is where individuals and businesses have access to useful and affordable
financial products and services that meet their needs that are delivered in a responsible and
sustainable way. Financial inclusion is defined as the availability and equality of
opportunities to access financial services.
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Picture 2.1: A step towards financial inclusion at Suriyawan block market

2.1 Financial Inclusion – Objectives & Measures
2.1.1 Objectives of FINANCIAL INCLUSION
 Will help in getting institutional credit facilities more easily
 The exploitation of the rural folks would reduce
 More money in the banking system will ensure greater lending capacity
 There would be lesser incidence of death because of crop failures
 It aims to empower the people in the long run
2.1.2 Measures
Opening of no-frills accounts: Basic banking no-frills account is with nil or very low
minimum balance as well as charges that make such accounts accessible to vast
sections of the population. Banks have been advised to provide small overdrafts in
such accounts.
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Relaxation on know-your-customer (KYC) norms: KYC requirements for opening
bank accounts were relaxed for small accounts in August 2005; thereby simplifying
procedures by stipulating that introduction by an account holder who has been
subjected to the full KYC drill would suffice for opening such accounts. The banks
were also permitted to take any evidence as to the identity and address of the
customer to their satisfaction. It has now been further relaxed to include the letters
issued by the Unique Identification Authority of India containing details of name,
address and Aadhaar number.
Engaging business correspondents (BCs) : In January 2006, RBI permitted banks to
engage business facilitators (BFs) and BCs as intermediaries for providing financial
and banking services. The BC model allows banks to provide doorstep delivery of
services, especially cash in-cash out transactions, thus addressing the last-mile
problem. The list of eligible individuals and entities that can be engaged as BCs is
being widened from time to time. With effect from September 2010, for-profit
companies have also been allowed to be engaged as BCs. India map of Financial
Inclusion by MIX provides more insights on this. In the grass-root level, the Business
correspondents (BCs), with the help of Village Panchayat (local governing body), has
set up an ecosystem of Common Service Centers (CSC). CSC is a rural electronic hub
with a computer connected to the internet that provides e-governance or business
services to rural citizens.
Use of technology: Recognizing that technology has the potential to address the
issues of outreach and credit delivery in rural and remote areas in a viable manner,
banks have been advised to make effective use of information and communications
technology (ICT), to provide doorstep banking services through the BC model where
the accounts can be operated by even illiterate customers by using biometrics, thus
ensuring the security of transactions and enhancing confidence in the banking system.
Adoption of EBT: Banks have been advised to implement EBT by leveraging ICTbased banking through BCs to transfer social benefits electronically to the bank
account of the beneficiary and deliver government benefits to the doorstep of the
beneficiary, thus reducing dependence on cash and lowering transaction costs.
GCC: With a view to helping the poor and the disadvantaged with access to easy
credit, banks have been asked to consider introduction of a general purpose credit card
facility up to `25,000 at their rural and semi-urban branches. The objective of the
scheme is to provide hassle-free credit to banks’ customers based on the assessment
of cash flow without insistence on security, purpose or end use of the credit. This is in
the nature of revolving credit entitling the holder to withdraw up to the limit
sanctioned.
Simplified branch authorization: To address the issue of uneven spread of bank
branches, in December 2009, domestic scheduled commercial banks were permitted
to freely open branches in tier III to tier VI centers with a population of less than
50,000 under general permission, subject to reporting. In the north-eastern states and
Sikkim, domestic scheduled commercial banks can now open branches in rural, semi8

urban and urban centers without the need to take permission from RBI in each case,
subject to reporting.
Opening of branches in unbanked rural centers: To further step up the opening of
branches in rural areas so as to improve banking penetration and financial inclusion
rapidly, the need for the opening of more bricks and mortar branches, besides the use
of BCs, was felt. Accordingly, banks have been mandated in the April monetary
policy statement to allocate at least 25% of the total number of branches to be opened
during a year to unbanked rural centers.

2.2 Objective of study
The objective of our study is
 To find the socio-economic status, income sources, expenditure patterns and depicting
the depth of financial inclusion.
 To find the savings pattern and credit/loan schemes availed by villagers.
 To find other issues (including caste based study) at the ground level.

2.3 Data Collection and Questionnaire
Semi structured and unstructured interview was taken by us of the villagers in the village
Mahuapur of Bhadohi district of Uttar Pradesh. The information we had collected includes
the respondent’s name, age, highest educational qualification and number of dependent
member on his/her earning were asked. Sources of income, expenditure patterns in last one
year, major assets owned, access to farm lands and irrigation facilities were also asked in
detail.
The photograph below shows one of us interviewing household members.

Picture 2.2: Interviewing the villagers
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CHAPTER 3 - Financial inclusion based on different segments of
occupation
3.1 Farmers
Most of the surveyed households have been practicing subsistence agriculture practice
because of decreasing farm sizes and increasing the number of stomachs to be fed. Very few
farmers depend on agriculture as their primary source of income and average income from
agriculture comes out to be rupees thirty seven thousand and five hundred per annum only,
which is the least when compared to other modes of revenue generation. Hence, farmers
don’t have the requisite cash to save or invest in any profit making activity. Jan Dhan
accounts were opened there in their name but they have no or very few extra money to
deposit.
Following is the table showing the average annual income from different occupations.

Occupation
Cultivation
Agri Labour
Non-Agri Labour
Business
Others

Avg. Annual
income in
Lacs Rs.
0.375
0.85
1.3585
0.92
3.51

Table 3.1: Sources of Income

3.2 Shopkeepers/retailers
Very interestingly there is couple of shopkeepers in village who have taken loans from
institutional creditors to initiate their businesses and now they have been able to timely repay
the loan in installments. Shopkeepers are way much better financially included than the
farmers. We gathered data from five different businesses in village including three general
stores, one pan shop and one cycle repair shop. All of them seemed very enthusiastic and
young minds full of aspirations to grow and do well in life. Also their shops in most of the
cases served as the points of social gathering in the village.

3.3 Agri Laborers
Agri-labor is not able to generate big profits as the size of farmlands has decreased and
mostly extensive agriculture is practiced by individual households. Even the shopkeepers
have few patches of lands on which they cultivate crops for their own consumption by
themselves only without depending on the external help. Forty one out of fifty households
have less than or equal to 2 acres of land and hence falling under marginal farmer category
which generally do not require much labor input. Hence people in this occupation are mostly
running from hand to mouth with no surplus to save, invest or lend.
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Figure 3.1: Land holding pattern

3.4 Non-Agri Laborer
It is the most common occupation as came out in our study and most of the households have
few migrated members (mostly to Mumbai) who indulge in all kinds of works like driving,
watchman, mechanics, construction labors, etc. These migrated members send money to
family members back in village. Also, locally people indulge in carpet weaving industry to
earn the livelihood.

CHAPTER 4 - Demand and Allocation of Financial resources
across different castes
From our study we got the data clearly depicting the role of social status in deciding the
financial stability of a household. Average annual income of SC households is Rs. 1.07 lacs,
OBC is Rs. 1.55 lacs and for general is Rs. 3.32 lac.

4.1 General
Most of them belong to Brahmin community and enjoy major land holdings of the village.
Most of them are selling their lands to improve their lifestyles and living standards and
remaining lands they are giving on lease to someone else for cultivation purpose. They are
well established and have access to banking facilities from many years. So, they are least
bothered about new government schemes for financial inclusion as they are already dwelling
in their comfort zones.
For example – To finance a marriage in their families, they simply sell their some piece of
land.

4.2 OBC
Most of them indulge in non-agricultural activities like shopkeepers, carpenters, carpet
weavers, etc. Also most of the migrants belong to this category and these migrants only use
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bank accounts to transfer money back to their families in village which is rarely saved by
them in bank accounts. And, they are the first ones to ripe the benefit out of any government
scheme like Jan Dhan Yojana or PMAYG. They are well verse of using electronic banking
facilities like ATM in nearby towns.

4.3 SC
This segment of society is really in much need of financial inclusion as they are at the bottom
of pyramid of social structure so no one easily approaches them or cares about them. Hence,
making it difficult for information flow and eradicating lack of awareness. They developed a
saving tendency by the approach of the government in few recent years as we came to know
about the use of Jan Dhan accounts.

CHAPTER 5 – Attempt by the government
5.1 Jan Dhan Yojana
PMJDY is an initiative by Government of India to make banking facility available to the
poor. The plan envisages of at least one basic banking account under the name of each
household, access to credit, insurance, financial literacy and pension facility. As we enquired
in the nearby bank branches and we came to know that about one hundred and fifty one Jan
Dhan bank accounts have been opened in last one year itself.

5.2 –Kisan credit card scheme
Kisan credit card scheme was conceptualized by NABARD on the recommendations of
R.V.GUPTA committee to provide term loans and agricultural needs. This service is provided
by all commercial bank, Regional rural bank and state cooperative banks so that the
marginalized farmers can cover up their working capital requirement. But due to noncommercial level of farming mostly practiced in Mahuapur village most of the interviewed
households do not feel any benefit or requirement of such scheme to them.

CHAPTER 6 - Effect of financial inclusion on nutrition
The generation old tradition is still continued though, post demonetization some people have
started visiting banks more frequently. To finance ceremonies and rituals still people look up
to their relatives, friends or some jeweler in nearby markets for funding and end up paying
more interest most of the times and hence cribbing about the credit system always. Also, due
to peer pressure in society people generally end up spending more than their capacity and fall
into a never ending debt trap.
In our study it’s clearly visible that more the income of a household more is the proportion of
it spend on food which directly improves the quality and quantity of ingredients available to
each member. The food habits of people across different caste remained the same and inflow
and outflow of money does not hamper the food consumption habits of the people.
Following graph below shows the amount of money spent on food for an average household
is about seventy six thousand yearly versus the 1.77 lac of average yearly income per
household.
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Figure 6.1: Expenditure pattern of villagers

CHAPTER 7 - Effect of financial inclusion on social structure
As per our study the presence of self-help groups or microfinance institutions in nearby areas
were not found but few people admitted to be part of some community based organizations
coming from other districts. The people at Mahuapur have their bank accounts in Union bank
and Kashi Gramin bank both located in Suriyawan at a distance of about 5-6 kilometers from
village. Few of the women know to do the transaction process as we interviewed them in the
bank branches. This makes them feel empowered and believe that their role in society is
changing. But many women at Mahuapur village are bound by narrow domestic walls of
conventional ideas that do not allow them to get liberated as such.
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Pictures 7.1 & 7.2: Women, students and men using banking services at Union Bank of
India Suriyawan
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CHAPTER 8 - Penetration of microfinance institutions
Microfinance institutions have not penetrated this village or nearby area as compared to other
parts of country. These people mostly operate through existing known old names in banking
industry. Most of these transactions are deposit based. About 10 percent of the population use
ATM cards and other banking facilities. It is due to lack of developing trust and strong
orthodox thought process which always resist to change that microfinance institutions having
not entered this region.

CHAPTER 9 – Recommendations
9.1 Steps to be taken at the ground level
First the population needs to be controlled as the members in each generation grow the land
holding per family decreases. In the absence of alternative livelihood they suffer. So making
people aware is important.

9.2 Trickle-down theory
The benefits should be scattered to the un-served. Many creamy layer OBC have taken up
loan and they are just waiting for its waiver by the government. This reduces the money to
lend to the poor. Penetration of information and regular follow ups can improve the
conditions of the households at the bottom of pyramid.

9.3 Forming SHGs and cooperatives
It will be easier for bank to credit a structured group either formal or informal rather than
extending credit services to individual. In this method each person would be made
accountable with one another and also peer pressure makes each member more productive
hence improving all over development of the area. This will take care of the credit risk for the
banks and loans will no more be known as name of unnecessary burden in the society.

CHAPTER 10 – Conclusion
Only 1 in 5 households depend on agriculture for their income. And as the rural India is the
synonym to agriculture and farming so it looks to start fading in Mahuapur village. Also,
government and budgets are inclined towards the upliftment of revenue through agriculture
and agri-businesses so it becomes necessary for the villagers here to give a deep thought
about agriculture before migrating to towns or just simply selling lands to eat out of money
by staying in comfort zone. Too much dependency on Public distribution system has also
made people lazy and has taken everything for granted which plays a major role in
developing the general attitude and mindsets of villagers. Orthodox and rigid social structure
has been aborting allover village development which needs to be changed as early as possible
to take this village to next level.
People to some extent have now developed habit of saving in banks. And better transport
facilities and infrastructure has pushed people to banks. But, credit system needs a
revolutionary change through awareness and follow ups at regular intervals. Government
policies and steps like Demonetization and Jan Dhan Yojana has definitely pulled crowd
toward banks.
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Perspective can be driven through live examples/success stories. So, formation of some kind
of SHG or a small cooperative society or business model can help in a long and effective
way.
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