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ABSTRACT:  

In Indian economy agriculture sector plays a vital role and majority of the people depends on 

agriculture. Developing countries like India 70% of the people are living in rural areas. Rural credit is 

very important for the development of rural economyand alleviation of poverty by providing credit 

facility to the poor and weaker section of the society. It is also helpful to meet their needs improving 

their standard of life and greater access to financial activities. There are many agencies providing 

rural credit. In India the delivery structure such as Commercial Banks, Regional Rural Banks (RRBs), 

Co-operative Banks and District Rural Credit Development Agency (DRDA) etc. These Institutions are 

having more than 1, 53,000 outlets have been serving rural people. One for every outlet is serving 

4,100 populations to deliver credit for poverty alleviation. The main objective of this study is to 

identify the reasons for financial exclusion in rural areas and to estimate the factors influencing 

informal borrowings of rural households. At present, the main challenges before rural credit 

institutions are poverty alleviation, flow of rural credit and build-up the strength of co-operatives 

and regional rural banks. 
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INTRODUCTION: 

For expansion of financial services, access to timely and adequate credit facility required for 

weaker section of the society at an affordable cost for the overall economic development. In this 

connection Self Help Groups and Self Help Group Bank Linkage Programme initiated by commercial 

banks, RRBs and Co-operative banks have emerged as the major micro-finance programme in the 

country. BarnaMaulick (2012), the micro finance sector report 2010 provides Andhra Pradesh is the 

first place in Micro-Finance Penetration Index (MPI) and Micro Finance Poverty Penetration Index 

(MPPI) with the index of 6.35 and 3.64 respectively. 
 

REVIEW OF LITERATURE: 

 Dr. K. Srinivasa Rao, (2011) focused on institutionalization as a means of providing cheaper 

credit to farmers, as a result reduced the share of money lenders substantially. The rural agencies 

are including co-operatives, RRBs and commercial banks have contributed effectiveness of the multi-

agency system. Particularly commercial banks are successfully involved in farm credit packages and 

Self Help Group Bank Linkage Programme has already been promoted on large scale for poverty 

alleviation and to accomplish inclusive growth. To-day multi-agency institutions are commercial 

banks, regional rural banks, co-operatives and land development banksare emerged in rural areas 

for the purpose of formal rural credit delivery mechanism and also fully integrated into the overall 

rural social and community development expressed by T.V. Ramana, (2011). 

 Kisan Credit Cards (KCCs) emerged as innovative credit delivery mechanism this mechanism 

to meet the production requirements in time. It is one of the tool for the rural development. KCCs 

conceptual framework and its progress analysed by Mr. Vijay Singh Hooda, (2011) in his article said 

that the success of this scheme required awareness to farmers and also the bank officials to pay the 

attention and they want to explain the mechanism to the farmers.    Dr.Subra Gupta, (2011) also 

described RRBs have to concentrate on speedy qualitative and secure banking services to retain 

existing customers and attract potential customers. 

Dr. Anurag B. Singh and Priyanka Tendon (2012) discusses the disparity between people by 

way of financial inclusion with the help of micro finance models for improving economic 

development of a country. The paper further represents the goal of financial inclusion through 

policymakers, banks, Micro Financial Institutions, Non-Government Organizations and regularly has 

to work together. In addition to co-operating with other stakeholders, policy-makers believe that 

micro finance can help in speeding up financial education programs. This paper is not contributing 

awareness about financial inclusion in the minds of the rural people. 
 

FINANCIAL INCLUSION: 

Kerala, Maharashtra and Karnataka are found in first three places in Index of Financial Inclusion 

(IFI). United Nations, (2006) says that most of the developing countries have very little access to 

financial services both formal and Semi-formal. This was nearly 90% of the population is excluded 

from access to the formal financial system. 

 


