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ABSTRACT 

Financial Inclusion has been on the agenda of policymakers for a long time, as it 

has been found by several researchers globally that it helps to alleviate poverty. The 

formal financial system should be inclusive where all the populace, irrespective of their 

income level, may have convenient and regular access to banking products and services. 

In India, there is a large majority of the population that lives in villages, and since the 

number of brick and mortar bank branches is limited, it becomes challenging to 

accommodate the large number of unbanked people. They are even required to sacrifice 

their daily wages and pay travel expenses to access the banking services, making it tough 

to use them consistently.  

Accordingly, RBI introduced the Business Correspondents and Facilitator Model 

in the year 2006 so that rural banking services could be delivered at the doorsteps of 

villagers. The banks enter into agreements with the Corporate BC, which appoints 

Business Correspondents in the field to impart the banking services to the clients. 

Initially, not-for-profit companies along with other individuals were permitted to offer 

the services, but from 2010 onwards, for-profit companies were also authorized, which 

changed the path of the agent banking system in the country. Further, with the 

introduction of the Pradhan Mantri Jan Dhan Yojana, the approach to including the 

unbanked populations within the banking ambit has entirely changed, with Business 

Correspondents playing a crucial role in enhancing the financial inclusion program. 

There has been no study conducted in the districts of North Bengal regarding the 

role of business correspondents in accelerating financial inclusion. This study has tried 

(i) to gauge the outreach and spread of BCs in India and especially in North Bengal; (ii) 

to examine appointment and monitoring process of BCs by banks and corporate BCs; (iii) 
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to examine the activities carried out by BCs and find out the income generated from these 

activities and also whether the income is enough to generate surplus for the BCs after 

meeting the operating and fixed expenses; (iv) to examine whether the income, expenses 

and profits differ between different operating models of BCs; (v) to identify and measure 

the various factors responsible for influencing the intention of BCs to continue their 

business and (vi) to investigate whether the quality of services perceived by the customers 

from the BCs and the expectations of quality of services differ. 

The present study has been performed in the eight districts of North Bengal in 

West Bengal, i.e., Darjeeling. Jalpaiguri, Kalimpong, Alipurduar, Coochbehar, Uttar 

Dinajpur, Dakshin Dinajpur, and Malda provide banking services to customers in rural, 

semi-urban, and urban areas. The sampling frame was comprised of 3176 BCs from eight 

public sector banks, including 02 regional rural banks and 02 private sector banks. The 

minimum sample size computed was 247 BCs, but the sample was set at 318 BCs. The 

questionnaire was administered using a 5 point scale to the BCs, out of which 13 filled-

in questionnaires were rejected and the final sample size stood at 305 BCs, comprising of 

190 Kiosk model operators and 115 POS Model operators. Similarly, two sets of 

questionnaires were presented to the BC customers to measure their perceptions and 

expectations regarding the quality of services offered by the BCs in their area. 

The data obtained was examined using statistical techniques such as descriptive 

statistics, exploratory factor analysis, confirmatory factor analysis, structural equation 

model, independent two sample t-test and paired t-test using statistical tools like MS 

Excel, SPSS 23 and Amos 20. The study revealed that the compounded annual growth 

rate (CAGR) of bank branches in India from 2010-20 was 4.66 percent, whereas the 

CAGR of BCs was 41.38 percent over the same period. Similarly, the CAGR of BCs in 

rural areas was 38.58 percent while in urban areas it was 82 percent. The number of BC 
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transactions has increased from 26.52 million to 3518.3 million, and the total amount of 

transactions has grown from 6.92 billion to 8287.95 billion. The bank branches in North 

Bengal were found to be expanding at a CAGR of 8.3 percent during 2015-19, whereas 

the CAGR of BCs was 32.32 percent during the same period. 

It was also discovered that the appointment of BCs was not uniform throughout 

the banks, and the branch manager generally visited the BC outlet quarterly once or twice 

as per convenience, while the corporate BCs controlled the operational and monitoring 

aspects of the BCs. The average commission generated by the Kiosk Model BC is 

Rs.275,700 per annum and the POS Model BC gets Rs.1,74,513 per annum. Similarly, 

the average profit earned by BCs using the Kiosk Model is Rs.1,43,685 per annum and it 

is Rs.87,963 per annum for BCs using the POS Model. 

Further, using the exploratory factor analysis, five constructs were identified with 

70 percent of the variance explained, i.e. liquidity aspects, technical aspects, training 

aspects, commission aspects, and intention to continue their business aspects. CFA was 

used to confirm the identified factor structure, and model fit indices such as chi-square – 

1.73; GFI-0.9; NFI-0.91; CFI-0.96; and RMSEA-0.04 were all good and above the 

recommended value. The structural relationship was also found to be statistically 

significant, with the liquidity, training, and technical aspects all having a significant 

positive relationship with the commission aspect, and the commission aspect having a 

positive relationship with the intention to continue aspect. SERVQUAL was used using 

a paired two t-test to assess the expected and perceived service quality of BCs banking 

services by the customers. It was also observed that there was a difference between the 

expected and perceived services by the BCs customers and opened the way for a clear 

message that quality of services play a vital role in getting the unbanked population 

financially included. This phenomenon will naturally enhance the demand for agency 
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banking, and once these new customers get the taste of being financially included and 

have the ease of transaction, they will be induced to carry more transactions and also draw 

more people into the system. 
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1.1 Introduction 

Financial Inclusion is a process where the unbanked people are provided an 

opportunity to access financial products and services by bringing them within the 

financial system of a country. A well-functioning financial system should be inclusive 

and easily accessible to the large population, which can improve the financial condition 

of the poor and deprived sections. There are large segment of the population living their 

livelihood below the poverty line who are being deprived from reaping the benefit arising 

from the economic growth of a country, the policy should be to provide equal access to 

all sections of society, irrespective of their financial capacity, due to the banking service 

being in the nature of public goods. 

Financial Inclusion has considered financial access as a key strategy for 

decreasing extreme poverty by the World Bank and has set a target of attaining universal 

financial access by 2020. There is no one globally recognized standard definition of 

financial inclusion and the majority of the definitions use dimensions like access, usage, 

and quality as criteria for measuring financial inclusion (Beck et al., 2007; Allen et al., 

2012; World Bank, 2014; Demirguc-Kunt et al., 2015). Here, the term access signifies 

the depth of the outreach of formal financial services; usage indicates how individuals 

utilize financial services; and quality reflects the usefulness of products that match the 

needs of the customers. Thus, outreach is an essential feature of financial inclusion, since 

close proximity to the bank branch would contribute towards the formation of banking 

habits among the clients, leading to a rise in deposits and credit. Similarly, according to 

the Committee of Financial Inclusion in India, "financial inclusion may be defined as the 

process of ensuring access to financial products and services needed by all members of 

the society in general and vulnerable groups in particular at an affordable cost in a fair 
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and transparent manner by mainstream institutional players" (Rangarajan Committee, 

2008). 

The objective is to bring the large unbanked section of society within the 

mainstream financial system where they can easily access the financial products and 

services at their doorstep and avail the banking services regularly. Thus, providing 

vulnerable groups with easy access to safe and affordable financial services accelerates 

growth while reducing income disparities and poverty.Hannig and Jenson (2010) also 

opined that "Financial Inclusion aims at drawing the unbanked population into the formal 

financial system so that they have the opportunity to access financial services ranging 

from savings, transfer, payments and insurance". The basic policy drive in promulgating 

financial inclusion is to reduce the population who are basically excluded from the formal 

financial system and increase their accessibility to products and services offered by them. 

According to the Global Findex Database (2017), around 79.9 percent of our 

population have formal bank accounts, compared to 53.1 percent in 2014. Furthermore, 

23.4 percent of those without an account cited the distance between the financial 

institution and their home as the reason, while 21.7 percent cited a lack of necessary 

documents, and 51.6 percent stated that someone in their family has an account with a 

formal financial institution. 

The major thrust of policymakers should be to increase the financial access of the 

deprived section living at the bottom of the pyramid and provide uninterrupted services 

at their doorstep, too, at an affordable cost, which can potentially be a viable business 

opportunity for the banks. Catering to the unbanked segment leads to their participation 

in the country's economic development. Empirically, there is a strong link between the 

level of financial access in terms of commercial bank branches per 100,000 adults and 

deposits per 1000 adults and the progressive increase in the countries income level. 
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In India, there are large sections of the excluded population residing in rural areas 

who do not have easy access and availability of financial services like account opening, 

savings, credit, insurance, and remittance facilities in their location, leading them towards 

the local money lender who charges exorbitant interest, making it nearly infeasible to pay 

the debt amount. Nearly 51% of the farmer households residing in the country are 

financially excluded from both formal and informal sources. Furthermore, even though 

there is a vast network of bank branches, only 27% of the farm households have access 

to the formal sources of credit (Chattopadhyay, 2011). 

Similarly, the Committee on Financial Inclusion formed by the Government of 

India reported that nearly 73% of the farmers' households have no access to any form of 

credit through an approved institution. Financial institutions need to adopt a holistic 

approach to cover the under-banked and unbanked regions through a cost effective 

delivery channel to provide banking and financial services in a transparent and equitable 

manner that can be easily affordable to excluded segments of the populace. 

1.2 Initiatives for Financial Inclusion in India 

Financial inclusion is a policy that has been undertaken by the Government of 

India, RBI, and policymakers to provide banking services to every nook and corner of the 

country. The goal is to incorporate the excluded sector into the paradigm of the formal 

financial system where affordable banking products and services may be offered with 

simplicity and convenience. Even if the policy is designed to include the excluded sector 

into the financial purview of a country, it is observed that the bankers are hesitant to 

compromise and give up their drive for profitability to accommodate the least privileged 

and unbanked residents of the far flung rural areas. The agenda is to provide banking 

services with an emphasis on retaining profitability, which has ultimately led to variation 
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in the coverage of the villages throughout the country. While the growth is visible in some 

places, there are many areas that still lack even basic banking services. 

(i) No-Frill Accounts (NFAs) - In November 2005, the RBI introduced the No Frill 

Account and asked scheduled commercial banks and regional rural banks to offer nil or 

low minimum balance accounts to customers who wanted to open such accounts. The 

account will give the facility of zero balance, deposit, and withdrawal facility of cash at 

the bank branches and ATM overdraft facility, receipt and credit of cash through the 

electronic payment channel, restricted charges and ATM card facility. Further, it was 

noted that although the huge number of No Frill Accounts were created by the bank, its 

performance in terms of growth was overshadowed due to the lower utilization and high 

inactivity in the accounts. The majority of the accounts were non-operative and remain 

dormant even though they are designed to cater to the needs of the poor and weaker 

sections of society. The issues acting as hindrances to its utilization were the expense of 

accessibility, i.e., the cost incurred for accessing the nearest branch, lack of financial 

knowledge and stigma connected with it being labelled as a poor person account. Thus, 

in 2012, RBI changed the title of the account to a Basic Savings Bank Deposit (BSBD) 

account with an intern to bring uniformity and provide an equitable banking facility to 

the customers. The number of BSBD accounts increased tremendously, from 73 million 

with a deposit of 55 billion in March 2010 to 535 million with a deposit of 987 billion in 

March 2017 (RBI, 2017). 

(ii) Simplification of Know Your Customer (KYC) Norms- The majority of low-

income households belonging to the disadvantaged section of society lack adequate 

identity and address documents, which are generating hindrances in opening an 

account.RBI came up with a modified and simplified KYC requirement for creating a 

‘Small Account’ without any officially valid documents. It has specific limitations, such 
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as aggregate credit of one lakh rupees in a fiscal year, balance of 50,000 rupees per year, 

and aggregate withdrawal and transfer of 10,000 rupees in a month, making it easier for 

the impoverished sector to open a formal bank account. After 12 months, the customers 

can convert the small account into a normal saving account by submitting any one of the 

officially valid documents as both proofs of identity and proof of address, viz., passport, 

driving license, Permanent Account Number (PAN), Voter Id issued by the Election 

Commission of India (ECI), Job Card issued by MGNREGA and signed by the State 

Government Officer, and a letter issued by UIDAI containing details of name, address, 

and Aadhaar number. 

(iii) SHGs Bank Linkage Programme - NABARD launched a pilot project in the year 

1992 to provide access to financial services to the rural poor by linking Self Help Groups 

(SHGs) with the banks. After the initial success of the project, it was transformed into the 

SHG-Bank Linkage Programme with NABARD funding and support, which was 

transformed into one of the most obvious microfinance programs in the world. It has 

successfully contributed to uplifting the poorest of the poor through group-based 

activities, addressing major issues like social and economic empowerment of rural 

women. The easy availability of microcredit has resulted in productive activity, 

improving their financial situation, and allowing poor women to participate in family 

decision-making. Initially, it was through savings and later loan products were offered 

that catered to the micro-credit requirements of the rural poor, who were excluded from 

the formal financial system. The total number of SHGs linked to banks is 87.44 lakh with 

an amount of Rs.19592.12 crore. Out of the total SHGs, there are 73.90 lakh exclusive 

women's SHGs with an amount of Rs.17497.66 crore. Similarly, there are 50.20 lakh 

SHGs having an outstanding loan amount of Rs.75598.45 crore. There are 45.49 lakh 
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exclusive women SHGs whose outstanding loan amount is 70401.73 crore as on March 

31, 2018. 

(iv) Creation of Financial Inclusion Fund - During the year 2007-08, the Government 

of India (GOI) announced plans to set up a Financial Inclusion Fund and a Financial 

Inclusion Technology Fund with an overall corpus of Rs.500 crore each, to be contributed 

in a phased manner for a maximum period of five years. The objective of the Financial 

Inclusion Fund was to support ‘development and promotional activities among the poor, 

less privileged sections, and low-income groups in the unbanked areas. Similarly, the goal 

of the Financial Inclusion Technology Fund was to promote investment in information 

and communication technology (ICT), improving financial inclusion, strengthening the 

technology absorption ability of consumers and service providers, and fostering a creative 

environment. Later, GOI amalgamated the Financial Inclusion Fund (FIF) and Financial 

Inclusion Technology Fund (FITF) and established the Financial Inclusion Fund with a 

total capital of Rs.2000 crore. 

(v) Kisan Credit Card (KCC)-The Kisan Credit Card Scheme was created in 1998 to 

enhance the credit demand of impoverished farmers, covering the production, investment, 

and consumption requirements of the Kisan cardholders. The plan gradually simplified 

the credit demand of financially excluded poor farmers by providing appropriate and 

hassle-free credit support through the single window banking system.NABARD has 

started the work of promoting and popularizing the program among the farmers by 

cooperating with the formal financial institutions and distributing smart cards and debit 

card to all the new farmers along with the existing KCC holders. Since its establishment, 

KCC has garnered popularity among farmers, with 46 million cards already given along 

with an outstanding credit of 5805 billion as of March 31, 2017 (RBI, 2017). 



7 
 

(vi) General Credit Card (GCC) - The RBI encouraged banks to provide general credit 

card facilities to their clients based on an assessment of their income and cash flow, with 

no requirement for security or credit end-use. The total credit facility provided to the 

customer shall not exceed Rs.25,000, and credit shall be granted on a revolving basis. 

Banks have the freedom to float their own program to market the product among rural 

clients. Banks have issued one million general credit cards with an outstanding credit of 

35 billion as of March 2010, which has now been raised to 13 million GCC customers 

with 2111 billion in outstanding credit as of March 2017 (RBI, 2017). 

(vii) Adoption of the Business Correspondents and Business Facilitators Model- In 

January, 2006, RBI issued guidelines to banks to use the services of business facilitators 

and business correspondents as intermediaries for providing banking services to the large 

populace residing in rural areas. Business Facilitators can recommend clients and pursue 

the client's proposal, whilst Business Correspondents can interact on behalf of banks. 

Initially, intermediaries such as NGOs, Cooperatives Societies, SHGs, insurance brokers, 

Village Knowledge Centre, Section 25 businesses, registered NBFCs that do not accept 

public deposits, post offices, and other civil society groups. Furthermore, during the year 

2010-11, RBI authorized ‘for-profit’ firms to be engaged as business correspondents. 

Gradually, the list of eligible entities has been growing. This methodology opened the 

foundation for the notion of branchless banking in India. The BF/BCs concept delivers 

banking services to the poorer section of the population dwelling at the bottom of the 

pyramid at their doorstep. The number of BCs offering services in the villages was 33042 

in March 2010, which grew to 95767 in March, 2012.Similarly, the number of banking 

outlets covered by BCs in villages was 34174 in March 2010 and rose to 5,43,472 in 

March, 2017 (RBI, 2018). 
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1.3 Business Correspondents – A Unique Model of Spearheading 

Financial Inclusion 

The intent to bring the financially excluded section within the paradigm of the formal 

financial system can trace its roots back to the nationalisation of banks during 1969 and 

1980 in India. Even though RBI has initiated several measures to increase banking 

outreach to the poor and underprivileged sections of our society and provide banking 

services to a large section of our unbanked population, they have not yielded the desired 

results. During the last few decades, a large and strong banking network has been created 

across the country. However, there are more than 111.5 million households that do not 

have any access to formal means of credit and nearly 17 million households are in debt 

with local non-institutional money lenders (Rangarajan Committee, 2008). The term 

"financial inclusion" was first used by RBI in its Annual Policy Statement of 2005-06, 

wherein it raised concern regarding the banking practices prevalent among bankers to 

exclude the people living at the bottom of the pyramid and urged them to review their 

practices in order to align them with the objectives of financial inclusion. Moreover, it 

has regained its importance as there is a growing realisation among policymakers that 

without including the lower segment of our population, poverty alleviation will be a 

tedious task. Since it is believed that easy access to financial products and services can 

improve the financial capability of the weaker and lower income groups, numerous efforts 

are being made to introduce new and innovative models to increase the banking ambit 

and provide banking services at the doorstep of the last mile populace. 

Even at the global level, an effort is being made to increase access to finance for 

marginalised and vulnerable groups. The World Bank has declared the objective of 

achieving universal financial access by 2020, recognising the importance of financial 

inclusion in fostering economic growth and alleviating poverty. According to the Global 
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Findex Report (2017), there are nearly 1.7 billion adults in the world who do not have a 

formal bank account. Similarly, in a lower-middle-income country like India, the 

percentage of adults aged 15 and up with formal bank accounts increased from 53% in 

2014 to 80% in 2017, adding 300 million accounts in just a few years, with the Jan Dhan 

Yojana scheme serving as the primary driver of the increase in financial inclusion 

program. Thus, there was a need to bring the unbanked and underbanked population into 

the paradigm of the formal financial system, making it more convenient to serve the left 

out section of the population. Further, it was found that banks were setting up brick and 

mortar branches to increase and expand their outreach towards the unbanked areas, but 

still large parts of the population were left out of the banking services. It was not feasible 

to set up brick and mortar branches as their operating costs were too high and unviable in 

a sparsely populated region with uneven distribution. According to Subbarao (2010), only 

30,000 of nearly 600,000 habitations had commercial bank branches, and 40% of the 

population had bank accounts. Technology has the potential to address the issues related 

to outreach and credit delivery in rural and backward areas by introducing innovative 

models and expanding its presence among the rural inhabitants of our country at an 

affordable cost. 

RBI introduced the BC model in the year 2006 to address the accessibility and 

usage concerns of unbanked and underbanked people. It was one of the most ground-

breaking measures adopted by policymakers to increase banking outreach, utilizing 

agency banking, which brought significant changes in increasing financial inclusion in 

India. The Central Bank relaxed various regulations from time to time so that the model 

could be effectively embraced by the stakeholders and achieve its desired objectives. The 

agent banking system was adopted by the RBI due to its success in enhancing financial 

inclusion in Brazil, where the banking agents were permitted to offer services like 
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withdrawal, deposits, transfers, mobile phone top-ups, sourcing of loans and credit cards, 

bill payment, foreign transfers, and collection of loan amounts. The majority of the BC 

engaged in Brazil were the existing retailers, and more than 100,000 agents were set up 

by the Brazilian banks covering the length and breadth of the nation, owing to which the 

model has helped to lower the transaction costs and covered a large section of the 

populace. 

Business Correspondent Model has the potential to serve both the demand and 

supply side objectives by providing opportunities for the banking sectors and inculcating 

financial awareness among the customers, which would raise the demand for financial 

products and services. Similarly, it may provide the appropriate financial products and 

services at a low cost at their doorstep, reducing travel expenses. This approach has been 

largely driven by the banks in cooperation with the Corporate BCs, and they have spread 

their banking coverage to the major unbanked villages in the country through the BC 

Agents. Initially, individual BCs together with the not-for-profit Corporate BC were 

authorized to function as BCs with technology such as POS machines, mobile phones, 

fixed kiosks, swipe cards, and other portable devices. Further, the guidelines also limited 

the scope and growth of the agents by stating the profile of the BC agents and the distance 

from the base branch at which the BCs could offer their services, but gradually the 

guidelines were relaxed by the policymakers and the restrictions and limitations imposed 

on BCs were removed through multiple circulars issued throughout the year. 

During 2010, RBI authorized several individuals and organizations, including for-

profit companies, to function as BCs in India, which progressively enhanced their 

efficacy. Thus, there has been an improvement in the coverage of the unbanked villages 

with the quick development of BC outlets throughout the country. As of December 2020, 

there are 55073 bank branches in villages, up from 33,378 in 2010, representing a 64% 
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increase in bank branches in the last ten years. Similarly, the total number of banking 

outlets in villages covered by BCs was 34,174 in 2010, which has grown to 12,36,809 in 

2020, a staggering growth of 3519 percent in a decade (RBI, 2021). Further, the urban 

areas serviced by BCs have risen from 447 in 2010 to 3,24,345 banking outlets in 2020. 

The number of Basic Savings Bank Deposit Accounts opened through BCs in 2010 was 

130 lakhs, which has grown to 3601 lakhs BSBD Accounts through 2020, and the amount 

mobilized through the BSBD account was Rs.1100 crore in 2010, which has also 

increased to 77163 crores. Further, the number of ICT transactions performed by BCs 

was 270 lakhs in 2010, which grew to 35183 lakhs transactions through 2020, and the 

total amount of transactions was Rs.700 crore in 2010, which also drastically increased 

to Rs.8,28,795 crores by 2020. Gradually, the agent banking system has gained popularity 

among the rural population with the rise in accessibility. 

The BCs network played an essential role during the COVID-19 pandemic in 

supplying financial services to the last mile population. As fewer than 15% of villages 

are covered by brick-and-mortar branches, nearly one million agents serve 340 million 

people in face-to-face transactions, and reaching the unbanked population during the 

pandemic was a herculean task as the government of India announced two relief packages 

totalling USD 260 billion, which was nearly 10% of GDP for the poor and vulnerable 

section of the population. It was a part of Pradhan Mantri Garib Kalyan Yojana so that 

the hardships encountered by the impoverished people during the lockdown could be 

minimised. The Government of India categorized BC outlets as essential services so that 

timely and hassle-free payments could be made to the beneficiaries. Even in those places 

where there were no banking outlets, the district government put the obligation on the BC 

agents to offer financial services. Several BCs go occasionally to different villages so that 

cash-in-cash-out services may be performed. Numerous challenges like overcrowding, 
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ensuring social distancing, sanitising the biometric authentication devices, hiring 

additional support staff, increased trips to the base branch to rebalance, additional queries 

and grievances, health hazard and liquidity issues were faced by the agents during this 

crisis still they pursued their state of operation so that the poor and unbanked population 

were served during this period. 

1.3.1 Business Correspondents – A Global Perspective 

Agent banking system has been adopted by many countries in the world to 

enhance financial access to the large segment of the rural population who are outside the 

financial ambit of the formal banking system. Various empirical studies conducted 

throughout the world have found that an inclusive financial system leads towards poverty 

reduction and also helps in minimising income inequality (Claessens and Perotti, 2007: 

Beck et al., 2009; Mukhopadhyay, 2016). Similarly, there are several studies citing a 

positive relationship between financial development and a higher level of economic 

growth throughout the world (Greenwood and Jovanovic, 1990; Levine, 1997; Demirguc-

Kunt and Levine, 2008). Further, it is important to understand and identify the areas in 

the agent banking system that are successful in different countries and can be adopted in 

the Indian context so that the agency banking system can be executed successfully in 

achieving the inclusion of the unbanked population. 

1.3.1.1 Brazil 

The Brazilian model of agent banking is largely driven by banks such as Bradisco, 

Banco Popular, and Caixa Federal. Initially, they followed a bank-based agent banking 

model, and after its success, a non-bank based agent banking model has emerged (EFInA, 

2011). The agents mostly included grocery stores, post offices, and other retail outlets, 

and were equipped with traditional card or POS terminals to conduct the transactions. The 
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Central Bank of Brazil permitted the agents of the banks to offer various services such as 

withdrawals, deposits, remittances, bill payments, international transfers, mobile phone 

top-ups, credit card, sourcing of loans, and collection of loan repayments. Banks were 

fully responsible for the activities conducted by the agents and were required to check the 

service quality and prevent frauds. They also appointed an ombudsman so that customer 

complaints could be redressed. The banking correspondents doubled the number of bank 

accounts between 2000 and 2008, and the majority of the accounts opened during this 

period were active and operational. Both the government and the Central Bank of Brazil 

played a crucial role in creating a suitable environment for the successful operation of the 

agent banking system by providing regulatory clarity and issuing guidelines for its growth 

and sustainability. Due to the widespread agent network, the model has reached a large 

number of people residing in rural and remote areas, reducing the transaction costs. 

Further, agent banking in Brazil mostly remained focused on transaction and payment 

services, while the other services like deposits and withdrawals were comparatively 

lower. 

1.3.1.2 South Africa 

The financial inclusion status improved tremendously through the corresponding 

banking model after the introduction of the Mzansi account by four large banks along 

with the post bank in 2004. It was the financial sector charter through which a social pact 

was entered between the government, labour, civil society and the formal financial service 

sector who came together to achieve the usage and accessibility of financial services for 

the lower segment population. The initiative to join and develop the Mzansi brand was 

largely taken up by the major banks and post offices, while the smaller banks did not 

participate in it. There was an extensive advertising and awareness campaign for the 

Mzansi brand. The major advantage of the Mzansi account was that a client could use one 



14 
 

free cash deposit transaction per month, any network of ATMs, any branch of 

participating banks, and debit card accepting POS devices free of cost. Further, monthly 

fees or transactional accounts were waived off and Mzansi account holders could 

withdraw funds at the post office branches irrespective of their accounts being issued by 

other banks, which resulted in the opening of 6 million accounts by 2008, increasing the 

banking population from 44.5 percent to 63.5 percent. It was the regulatory discretion 

given by the South African Reserve Bank to use non-bank third parties to offer banking 

services that led to this phenomenal growth. 

The third party agreements were entered into by the banks subject to legally 

binding outsourcing agreements and the condition that the agents would perform the 

services as per the internal policies and standards, identify the weaknesses in their 

services, and provide the regulators with information on the outsourced functions and 

activities. This resulted in an enhanced spread of agency banking, leading towards the 

inclusion of the unbanked population. 

1.3.1.3 Kenya 

The Government of Kenya through the Central Bank of Kenya introduced the 

agent banking system by amending its Banking Act in 2009 so that the bank could provide 

banking services through its agent in an unbanked location. Nearly, 11 banks were given 

permission by Central Bank of Kenya to carry on the agent banking services out of which 

08 banks immediately launched their services. The rules permitted collaboration between 

microfinance and agency banking through telecom service providers to increase the 

financial inclusion status of the nation. Further, the introduction of mobile money made 

a significant contribution to delivering financial services to the unbanked and 

marginalised population, enabling them to perform transactions like account opening, 
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deposit, loan repayment, and transfers to other parties through integration between banks, 

service providers, and telecom service providers. M-PESA, the most popular product of 

Safaricom, has 8.8 million accounts with 15,200 agents, making it the most successful 

mobile banking model in Kenya. The Kenyan model is primarily a telecom company-led 

approach sponsored by the Central Bank of Kenya. M-PESA does not pay interest on 

deposits, nor does it offer any loans to its clients. According to the Global Findex 

Database (2017), approximately 55% of adults have a formal financial institution account. 

Kniyanjui (2011) revealed that Kenya Commercial Bank, Cooperative Bank, and Equity 

Bank have a substantial retail reach through their agent banking network. Both the 

cooperative bank and Equity bank have succeeded in capturing low income customers 

with their business strategies. 

1.3.1.4 Bangladesh 

The Central Bank of Bangladesh issued guidelines on agent banking on December 

09, 2013. The two private commercial banks, namely Dutch Bangla Bank Limited and 

Bank Asia Limited, started offering agent banking services to the people of Bangladesh 

on a limited scale in 2015, but after two years, they started giving full-fledged services. 

Agent banking contributes to the formal banking system's reach out to the marginalised 

and unbanked through its agents. It spanned the gap between the formal banking and 

unbanked segments and made banking services accessible to the rural populace at a lower 

cost and greater convenience at their doorstep locations. Almost 16 commercial banks are 

licensed currently to conduct agent banking activities in Bangladesh, with nearly 60 

percent of the market shares being controlled by Dutch-Bangla Bank Limited, 26 percent 

by Bank Asia, and 14 percent by the remaining banks. 



16 
 

As of September, 2020, almost 28 banks have agent licenses and 24 banks are in 

business. Similarly, the number of agents designated by all banks has risen to 10,163 

agents with almost 14,016 outlets and 82,21,893 accounts being opened till date (Khan, 

2021). Various bankers and experts argue that agent banking has developed as an 

alternative to branch-based banking in those areas where full-fledged offices are not 

financially feasible. Further, the number of agent banking accounts opened has reached 

more than 1 crore, with 77.83 percent of accounts opened in rural regions and the 

remaining 22.17 percent of accounts in urban areas. Similarly, as a result of the Covid-19 

outbreak, the number of banking agents increased by 48.11 percent to 12,123 in February 

2021, while the amount of transactions through agent banking increased to TK 9064.200 

crore, loan disbursement theory banking agents increased to TK 192.8 crore, and deposits 

collected by bankers increased to TK 16628.5 crore due to improved cost efficiency. 

1.3.2 Business Correspondents in India – Genesis and Growth 

Business Correspondents is an Information & Communication Technology based 

model which ensures doorstep delivery of financial product and services to the unbanked 

people at a lower cost in the rural areas. This alternative delivery channel is also popularly 

referred to as “Banking correspondent” or “Agent banking “system. Most of the banks 

follow Corporate BC or Business Correspondent Network Managers model of banking 

agents. In this model, the banks enter into third party contract with the Corporate BC who 

are entrusted the task of appointing, training and managing the banking agents and 

provide the banking services to the customers residing in the unbanked locations 

including the urban areas. It represent a major departure from the conventional brick and 

mortar bank branches. There are various stakeholders involved in the Business 

Correspondents Model who plays a crucial role in ensuring successful delivery of formal 

financial services in an effective manner to the vast segment of the underprivileged and 
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low income group population who were earlier deprived from the affordable banking 

services in the rural unbanked areas. The following are the stakeholders involved in this 

model -                                         

(i) Banks                                                                                                                                                                                                               

(ii) Corporate Business Correspondents (CBCs)  

(iii) Business Correspondents (BCs) 

(iv) Customers         

                                                 

(i) Banks - Banks are entrusted with the major task of covering the unbanked villages, 

allotted through the Sub-Service Area by State Level Bankers Committee (SLBC). All 

those villages, which are unbanked and having a population beyond a certain threshold 

number are required to cover the unbanked villages either through the opening of bank 

branches or through the fixed point outlets i.e. Business Correspondents. The success of 

BC model depends to a very larger extent on the initiative, support and cooperation of the 

bank which plays a crucial role in the entire network of banking agent. Each bank looks 

after 3 – 10 BCs and their appointment approval is also done by the link bank branch 

manager. Bank plays an important role in the proper functioning of the BCAs as the entire 

support related to liquidity, grievance redressal, passbook printing, customer support and 

financial awareness is provided by the link bank branch. Bank are responsible for the 

conduct of the BCs/CSP operators. The participating banks in the study includes 06 Public 

Sector Bank (Allahabad bank, United Bank of India, Central Bank of India, State Bank 

of India, Bank of Baroda and Bank of India), 02 Private Sector bank (HDFC bank and 

IDFC bank) and 02 Regional Rural Banks (Uttar Banga Kshetriya Gramin Bank and 

Bangiya Gramin Vikash Bank) providing banking agents services in the different districts 

of North Bengal. 
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(ii) Corporate BCs - Corporate Business Correspondents (CBCs) are also known as 

Business Correspondents Network Managers (BCNMs) who are appointed by the banks 

on the basis of the lowest bidding quotation for a circle to offer financial inclusion 

services through their agents in the unbanked regions. Corporate BC can be a BC for more 

than one bank in a state, but the BCs at the customer interface should be offering banking 

services for one bank only. Furthermore, Corporate BCs can be either National Corporate 

BCs that operate as BCs across several states or Circle BCs that operate in one particular 

state only. The majority of the Corporate BC are for-profit businesses operating in several 

states with adequate human resources, offering innovation in the field of agent banking 

business. Corporate BCs cooperate with the Technology Service Provider (TSP) to 

deliver the software to the BCs to perform the banking transactions on a real-time basis. 

Similarly, several banks have created their own core banking platforms to deliver 

financial services to clients through the BC agents. 

Furthermore, many banks appoint individual BCs directly to provide banking 

services to their end clients. Here, the banks are expected to assume full responsibility for 

the acts of omission and commissions of the individual business correspondents and are 

required to undertake comprehensive due diligence and extra precautions to limit the 

agency risk. BCs are not permitted to collect any additional commission on the product 

and services provided to the customers apart from the amount indicated in the transaction 

receipts. Gradually, owing to the increasing amount of financial fraud perpetrated by 

Individual BCs on their clients, banks have ceased appointing Individual BCs and have 

gone towards the appointment of Corporate BCs, since the risk connected with Corporate 

BCs is much less compared to that of Individual BCs. 

Corporate BCs operating the agent banking business using the Kiosk model and 

POS model in the different districts of North Bengal are Atyati Technologies Private Ltd, 
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SAVE Solutions Private Ltd, Drishtee Development and Communication Ltd, Asthana 

Rural Development and Services Private Ltd, Zero Mass Foundation, IDFC First Bharat 

Ltd, CSC E-Governance Services India Ltd, Sarna Infocom Private Ltd, Integra Micro 

System Private Ltd and Senrysa Technologies Private Ltd. 

(iii) Business Correspondents (BCs) - Business Correspondents are also known as 

Business Correspondents Agents (BCAs), Banking Mitra (BM), Customer Service Point 

(CSP) Operators, Banking Agents, or Bank Sathi. All these terms are interchangeably 

used in the study. Business Correspondents (BCs) are agents of one bank at the customer’ 

outlet but provide banking services to the clients of all banks using an interoperability 

system. BCs provide banking operations like account opening, cash deposit, cash 

withdrawals, transfers, fixed deposit, recurring deposit, APY, PMSBY, PMJJBY, 

passbook printing, mini statement, balance inquiry, etc. to unbanked clients. They also 

provide doorstep banking services to the customers by visiting different villages and are 

the essential link in the success of the financial inclusion initiative. Business 

Correspondents Agents typically use the Kiosk model and POS model in offering 

financial services in the different regions of North Bengal. 

(iv) Customers – Business Correspondents offer financial services to all customers, 

whether they live in rural, semi-urban, or urban areas. Their presence is primarily centered 

in the rural unbanked regions. The majority of these customers are impoverished and 

disadvantaged, spending their lives at the bottom of the pyramid. They are brought within 

the ambit of the formal financial system through the BCs. 

1.4 Statement of the Problems 

Setting up brick and mortar branches in every nook and corner of the country can 

possibly be an ideal solution for including every person under the formal financial system.  

However, like all ideals the actual task of financial inclusion has lagged due to the high 
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cost of setting bank branches in distant and topographically inaccessible places. 

Therefore, one has to shift the focus towards such delivery models which may extend the 

outreach to the un-banked people living at the bottom of the pyramid in a low-cost and 

sustainable manner in the long run. The model has to be such that it can deliver service at 

the doorstep of the client with simplicity and convenience. Despite the fact that the RBI 

has approved the use of the ICT-based BC (Business Correspondents) Model to achieve 

its goal of 100 percent financial inclusion, its viability has been a critical issue that 

policymakers and researchers have focused on. The BC model, launched in 2006 with the 

objective of increasing financial inclusion by bringing the banker to the doorstep of 

clients, is relatively new but has an ambitious target ahead. Being a system where a 

network of bankers, Corporate BCs, BC Agents, and Technology Service Providers 

(TSPs) collaborate to provide banking services, it is expected that all these partners 

operate in perfect synchronization for excellent service delivery through this model, but 

issues in synchronization remain and call for the attention of researchers. 

Some investigation has been conducted in this respect, figuring out the hindrances 

that do impact the smooth operability of the model. RBI (2009) under the Chairmanship 

of Vijay Bhaskar, reviewed the experience of the Business Correspondent (BC) Model 

and concluded that, given the transactions done by the BCs are cash-based, the flow of 

cash is the largest concern. Similarly, processing of a significant amount of cash raises 

operational risk along with the higher expenditures. The working group also highlighted 

that, due to a lack of basic financial knowledge among customers, they are prone to 

misdirection, with clients seeing the BCs as banks rather than acting on their behalf. The 

working group also observed on the profitability of the business correspondents and 

highlighted that the commission paid by the banks to the corporate BC is not enough to 

generate sufficient surplus after meeting the necessary expenses like staff salaries, 
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electricity, rent, and travelling expenses, etc. Similarly, they observed that engaging BCs 

to offer banking services exposes banks to credit risk, operational risk, legal risk, liquidity 

risk, and reputational risk, all of which require adequate safeguards. 

Furthermore, the rural customers face difficulties in carrying out transactions 

owing to the numerous technical and connectivity issues which are not always easy to 

resolve by the banks or BC on a priority basis. These have adverse effects on the volume 

of transactions as well as customer reliance on the agent outlet. Similarly, one of the key 

obstacles in attaining financial inclusion is a lack of awareness of the financial products 

and services provided by banks and BCs. According to Subbarao (2010), financial 

inclusion and financial literacy are the twin pillars wherein financial inclusion operates 

from the supply side while financial literacy promotes the demand side. Lack of financial 

knowledge among the poor and unbanked, time and travel costs, lack of savings in their 

hands, and a lack of tailor-made products designed for the poor are all challenges that 

impact the drive toward financial inclusion but have not been adequately explored by 

policymakers and researchers. 

Concerns about the depth or level of financial inclusion in the state of West Bengal 

and specially the northern part of this state, commonly referred to as North Bengal have 

also been raised by researchers.  Laha and Kuri (2011) examined the inter-state variation 

in the level of financial inclusion using three measures, namely, the index for penetration, 

the index for availability and the index for usage, and found that West Bengal ranked 20 

with an Index of financial inclusion of 0.13. Out of 18 districts in West Bengal, five 

districts in North Bengal rank 10 or higher, which clearly demonstrates the extent of 

exclusion in the state. The Index of Financial Inclusion (IFI) of Darjeeling was 0.17 (2nd); 

Malda-0.034 (10th); Cooch Behar–0.025 (12th); Dakshin Dinajpur–0.016 (13th); 

Jalpaiguri–0.011 (14th); & Uttar Dinajpur–0.003 (18th). Similarly, as per the Census of 
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India (2011), the total number of households availing banking services in the district of 

Darjeeling was 55.18 percent; Jalpaiguri – 41.99 percent; Coochbehar – 39.41 percent; 

Uttar Dinajpur – 39.41 percent; Dakshin Dinajpur – 33.72 percent and Malda – 29.78 

percent, which clearly indicates the extent of financial exclusion faced by the people 

residing in the different districts of North Bengal. Even though the population density in 

the different districts was high, the number of BCs assigned to fulfill their banking 

requirements in the rural areas is inadequate to cover all the population.  Though there 

has been a good growth in number of BCs in North Bengal, yet the outreach needed when 

considered in terms of people in the rural areas, is not adequate and is a matter of concern 

especially when targets are fixed for 100% financial inclusion. 

Similarly, many other problems have come to surface from field visits, 

observations and findings of some researchers.  Notably, there is a variation in the 

appointment process of Corporate BC and BC Agents by the different banks, resulting in 

inefficiency in their functioning process. Further, any client facing issues during their 

operation with BCs needs to wait for a long period of time to redress their concerns since 

no adequate customer grievance redressal process exists. It has also been highlighted that 

the activities of BC agents and customers suffer owing to the liquidity issue and lack of 

financial assistance from the corporate BC and banks. Again, lack of tailor-made 

products, connectivity issues, server problems, inadequate training, incidence of frauds, 

lack of financial awareness, limited support from the bank branches and delay in payment 

of commission by the banks and corporate BC are concerns which are limiting the 

viability of the BC model in India. Similarly, there is need to identify an agent banking 

model which can be used by the BCs to increase their earning potential along with the 

better client services The thesis in the following chapter take up these problems in the 

form of specific objectives and address them in details. 
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2.1 Review of Literature 

Financial inclusion has drawn the attention of a large number of researchers, 

notably in the last decade. The role of Business Correspondents in financial inclusion has 

attracted researchers too, but in a much lower span than the broad area of financial 

inclusion. The review of literature presented in this thesis covers a decade of important 

work that has been done in these areas. The review is aimed to be indicative and cannot 

claimed to be comprehensive as inclusion of all research done in these areas would have 

resulted in an unimaginable voluminous document. The reviews are presented in different 

sections below. 

2.1.1 Financial Inclusion and Financial Access 

Kandari et al. (2021) intended to investigate the relationship between financial 

inclusion, socioeconomic variables, and demographic factors, with ownership of bank 

accounts, use of mobile banking, and availing of loan facilities being the major indicators 

of financial inclusion investigated. It was carried out on 780 rural households in 

Uttarakhand. The study discovered a strong positive relationship between socioeconomic 

variables and financial inclusion, as well as that the likelihood of a customer having a 

bank account, using a mobile banking facility, and availing credit increases as financial 

literacy increases, whereas women are more vulnerable than men in terms of mobile usage 

and credit availability. As a result of the research, it was concluded that an effort should 

be made to target the economically disadvantaged population first, and then financial 

literacy should be extended throughout the region so that unbanked individuals may be 

brought into the formal banking system. 

Singh (2021) performed research to examine the demand-side obstacles impacting 

credit demand and financial inclusion in India. The study approach was descriptive and 
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exploratory, with primary data obtained from lower socio-economic classes and statistical 

techniques such as exploratory factor analysis and structural equation modeling 

employed. The study showed operational and implementation challenges, financial 

literacy, and affordability as the major latent factors, while usage and access attributes 

further impact financial inclusion, which necessitates major policy attention so that 

financial inclusion can be enhanced and supply-side measures can be complemented. 

Negre and Cook (2021) attempted to investigate the role of instant payment 

systems and interoperability in enhancing financial inclusion, where instant payment 

refers to a digital payment that can be processed in real-time and is available 24 hours a 

day, seven days a week, at the lowest possible cost, and interoperability improves 

customer convenience by allowing them to make payments and transact easily with 

customers belonging to other organizations. According to the study, interoperability 

increases competition, lowers service costs, and results in an expansion of service 

offerings, which improves customer experiences and strengthens the payment system, 

leading to the use of instant payment services and accelerating financial inclusion in the 

country. 

Dahiya and Kumar (2020) intended to investigate empirically the relationship 

between financial inclusion and economic development in the Indian economy. They 

identified access, usage, and penetration of financial services as the most important 

aspects of financial inclusion. According to the study, there is a substantial positive 

relationship between the use of financial services and the rate of GDP per capita growth. 

It further argued that merely having access to and penetration of financial services is 

insufficient to accelerate financial inclusion and that using banking services is far more 

essential in transforming savings into investments that enhance a country's GDP. They 
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also advised the government to make a concerted effort to improve banking habits among 

rural people through financial literacy initiatives, which will raise their knowledge level 

and allow them to handle their funds more efficiently, resulting in improved economic 

growth. 

Demirguc-Kunt et al. (2020) stated that financial inclusion has the potential to 

accelerate development through the use of various financial services, including digital 

services. It assists individuals in escaping poverty by accumulating money in their 

accounts for their health, education, and business, as well as managing financial 

emergencies that may lead to destitution. Digital technology must be supported by a better 

payment system, good physical infrastructure, consumer protection safeguards, and better 

regulations and financial services must have a tailored-made product to meet the needs of 

disadvantaged groups, such as those with low literacy and those who are first-time 

financial services users. Furthermore, users should be able to utilize their accounts to 

make or receive payments, as well as save money, securely and easily. In India, over 48 

percent of the population with a bank account is inactive, which is double the norm for 

emerging economies. The users must attempt to use accounts rather than cash. Financial 

service providers must provide trustworthy and convenient products, as well as an 

appealing option for utilizing their accounts to pay their obligations. 

Dutta (2017) attempted to measure financial inclusion in West Bengal to 

understand its impact on the financially disadvantaged rural and semi-urban poor residing 

in the remotest corners of the country. According to the study, financially educated 

households have a better grasp of conventional financial services as compared to semi-

literate or illiterate households. Similarly, rural people with bank savings are generally 
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more satisfied with security for the banking services collaboration and support from bank 

employees. 

Demirguc-Kant et.al. (2017) on the other hand stated that the problems of 

financial inclusion and access to finance are completely opposite. There are certain 

groups of individuals that do not wish to use financial services, even when they are 

inexpensive and easily available. The opposite is also true in case of certain people who 

wish to utilize financial services but cannot access them because of excessive service fees, 

lack of access to the papers necessary to create accounts or the unavailability of banking 

services. Efforts should be made by policymakers to bring people who have been 

inadvertently excluded from the mainstream financial system into the system so that they 

can access banking services at a lower cost. 

Pant (2016) conducted a study to analyze the policy measures undertaken in Nepal 

to promote financial inclusion and put forth specific strategies to increase access to the 

formal financial system for the excluded populations. Some of the proposed measures to 

promote financial inclusion include the use of bank accounts, the implementation of 

financial literacy programs, mobile banking penetration and the use of digital financial 

services, the redesign of business strategies to serve the lower-income segment, the 

formulation of the National Financial Inclusion Roadmap, the facilitation of MFIs and 

the monitoring of progress and the measurement of financial inclusion outcomes. 

Sharma (2016) tried to examine the relationship between the different dimensions 

of financial inclusion and economic development in the Indian context, using data for the 

period 2004-2013. Financial inclusion, in all of its manifestations, has been proven to be 

a key economic driver. Furthermore, it was observed that higher banking penetration, the 

availability of banking services, and deposit usage of banking services resulted in higher 
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economic growth. Similarly, the government's efforts to foster inclusive growth through 

the Pradhan Mantri Jan Dhan Yojana Scheme, as well as financial literacy and 

information dissemination, are critical to the financial system long-term viability and 

growth. 

Gwalani and Parkhi (2014) attempted to evaluate the numerous models of 

financial inclusion adopted in India. They suggested that the adoption of the model is not 

sufficient to enhance financial inclusion, but that necessary regulatory and legislative 

reforms need to be made to the country's financial system. Due to high society coverage, 

it is possible to serve the unbanked section and make a reasonable profit, but there are 

major constraints such as high service costs, inadequate incentive structures, limited staff, 

lack of adequate credit facilities and inadequate technology that hinder their growth even 

though MFIs have catered to the last mile of the population, but due to lack of proper 

regulation, they are also suffering. Thus, a tailored model is a necessity for an hour that 

will lead to a country's financial progress. 

Massara and Mialou (2014) argued that Financial Inclusion may be assessed 

through three-dimension i.e. access, usage and quality. Here, the access dimension 

pertains to the physical and breadth of financial goods and services where the individual 

may get the product and services at a service point. Similarly, the usage dimension 

examines an individual's potential to derive long-term purpose and utility from specific 

financial services. The quality dimension examines the relevance of financial products 

and services to the satisfaction of the clients. 

Forster et al. (2013) conducted a study to identify factors that affect the 

relationship between proximity and access. It has applied geospatial information system 

data to locate a population cluster with the number of customers needed to make the outlet 

financially sustainable with a reasonably affordable price policy. It was also discovered 
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that a single teller kiosk needed at least 2000 customers per month to function in both 

urban and rural areas, while a full-service agent needed 700 customers per month to 

ensure its sustainability in urban areas. 

Allen et al. (2012) conducted a survey of 1,24,000 people in 123 countries to 

investigate the extent of their financial account use, in which they found that almost 91 

percent of adults in high-income countries had accounts at a formal financial institution, 

72 percent of whom used their accounts regularly, while in developing countries, only 41 

percent of adults used them. They also discovered that those who withdraw more than 

three times per month prefer electronic payment accounts over banks, indicating that once 

people start using their accounts and conducting transactions, they will gradually shift to 

digital transactions. 

Bhanot et al. (2012) studied and found that the accessibility of North-East India 

is exceptionally low, providing banks with numerous opportunities to enter a new market 

in the distant region. Financial information from several sources has assisted in growing 

inclusion, but the bank should continue to cooperate with policymakers and the 

government to speed financial information to a large section of society. Similarly, as part 

of their social obligation to society, banks should make a real effort to assist low-income 

people in mountainous and rural locations so that they can be brought within the financial 

domain. 

Khan (2012) opined that financial inclusion plays an important role in a growing 

economy like India because bringing the unbanked segment of the productive sector into 

the formal financial system will augment domestic demand driven by income and 

consumption growth, creating a multiplier effect in the economy. Furthermore, the 

additional savings generated from the bottom of the pyramid will result in banks 

expanding lending and investment. Increased engagement of the disadvantaged and 
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under-banked people in the formal sector would improve their financial situation, living 

standards, income generation, and resilience to future shocks. 

Collins et al. (2009) claim that improved financial access will encourage people 

to save money and have easy access to credit, which will eventually lead to much more 

small-dollar borrowing and increased financial resilience, allowing them to build assets 

and invest in their education and businesses. 

2.1.2 Business Correspondent Model 

Jaiswal and Dhar (2021) studied the operational challenges experienced by BCs 

while servicing the unbanked population and suggested measures to deal with the 

impediments. The study revealed lower commission, lack of awareness, liquidity issues, 

lack of continuous accessibility, digital transaction obstacles and lack of an effective 

grievance redressal system as the major factors influencing the operations of the BC 

Agents. Further, they suggested that tailor-made products and services should be offered 

to people and commission should be paid regularly on a specific date, awareness 

programmes have to be conducted along with the branch officials, liquidity support 

should be provided by the banks and corporate BCs, uninterrupted services should be 

offered by BCs, interoperability service has to be enhanced and a proper grievance 

redressal mechanism has to be established so that operational difficulties can be 

encountered at the grassroots level. 

Alehegn (2020) investigated the challenges faced by the Commercial Banks of 

Ethiopia regarding the adoption of agency banking where he found that lack of trust with 

agents, frauds, liquidity issues, lack of customer awareness, inadequate training for agents 

and bank staff and technological challenges are the main constraint behind the adoption. 
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Chassin and Balaba (2020) offer developing ideas on outreach expansion and 

improved usage through better touchpoints and highlight the necessity of agent liquidity 

management. According to the report, lack of liquidity is recognized as the main problem 

encountered by the agents next to the network outages. Similarly, the issue of liquidity 

with agents is considered to be the primary reason for customer discontent, depriving 

users of their own money and sometimes it also leads to split transactions influencing the 

cost of withdrawal by the consumers. Further, they indicated that agent liquidity 

management may be smoothened and enhanced by providing liquidity planning, liquidity 

monitoring and liquidity rebalancing. 

Dhar and Jaiswal (2020) tried to empirically examine whether transactions denial 

and customer dissatisfaction result due to liquidity management problems. The study 

applied EFA, CFA and SEM to identify the constructs, verify the factor structure and find 

the causal relationship among the factors. The study identified rebalancing frequency and 

distance, float adequacy and finance, fluctuation in demand and support from banks as 

having significant influence on disruption and denials of transactions by BCs and stated 

that proper remedies have to be adopted by BCs and banks to counter the liquidity 

challenges. 

Muniarty et al. (2020) reported that the agent banking system effectively and 

efficiently connects unbanked and under-banked inhabitants within the formal financial 

system at a reduced cost and motivates them to avail the services physically to perform 

cash transactions, account registration, micro-insurance, etc. at the agent outlets. 

Palaon et al. (2020) explored the business satisfaction, continuity and viability of 

branchless banking agents in Indonesia. According to the survey, the two major reasons 

to remain as banking agents are to enhance profitability and to serve the local community. 
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Similarly, banks may give routine counseling to agents to develop their abilities in 

servicing clients, educate them about various financial products and provide monthly 

transaction targets and enhance their moral satisfaction. Further, the government and 

regulators can frame policies where social assistance benefits can be provided by agents 

to the consumers and increase the quality of infrastructure and internet network which 

will boost their purpose to continue the business. 

Margaret and Ruth (2019) conducted a study to investigate the influence of agent 

banking services on their company's performance in Kenya. The study revealed that the 

factors that motivate the entrepreneur to register for agent baking services are the highly 

favourable agency banking regulation by CBK, strong indication of potential growth in 

their business income after registering as a banking agent, availability of banking services 

attracts more customers to the stores, their image and reputation increases due to the 

association with the sponsor banks. Further, it was found that various factors of an agency 

banking like turnover per month, client footfall stimulate the entrepreneur to stay as 

banking agents. 

Abrol (2018) performed research on the Business Correspondent Model where 

demand and supply-side issues in Jammu and Kashmir were studied. The primary 

problems experienced by the BCs were liquidity issues, technology issues, limited 

services, lack of financial literacy, commission issues and lack of recognition, which are 

acting as a constraint in the smooth functioning of BCs business. 

Ahmed and Ahmed (2018) analyze the method followed by Agrani Bank in 

extending banking access to an unbanked majority in the rural parts of Bangladesh 

through Agent banking. The study showed that they have utilized non-conventional ways, 

like the use of technology and creativity, in delivering services to left out people with 

adequate security while availing of real-time banking. Agent banking functions are 
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adequately controlled by Bangladesh banks regulations and to reduce the agent banking 

service risk, banks have chosen agents that have regular cash handling experience and 

business in the region. Similarly, consumers get quick messages after the confirmation of 

their purchase. Agent banking is progressively extending its services and is being 

regarded as a viable method of boosting financial inclusion in the country. 

Cull et al. (2018) conducted a study on the activities of agents in the Democratic 

Republic of Congo where they discovered that the microfinance institutions supplied POS 

equipment, biometric fingerprint readers to ease KYC compliance. Further, the support 

given in terms of call centres, weekly monitoring, overdraft facilities and premises 

branding increases the number of transactions, leading to a greater commission for the 

FINCA DRC agents. Similarly, the increase in the competition has led to a reduction in 

their average monthly commission income. They observed that agents can be more 

effective among the urban poor lacking financial alternatives in densely inhabited regions 

that have a significant level of commercial activity compared to a less densely populated 

location where the foot traffic is low at the agent point. 

Kiarie et.al (2018) investigated the liquidity management challenges of the Agent 

Network in nine African and Asian nations. As liquidity is a significant problem in 

guaranteeing the credibility and sustainability of the agent network, it is important to 

create an innovative strategy to ensure adequate liquidity at the end of the process. The 

major challenges cited as obstacles for most countries were unforeseen fluctuations in 

client demand, long queues at the rebalancing point, lack of resources to acquire enough 

float and the necessity to shut down to rebalance the e-float. Furthermore, it was observed 

that the cost of rebalancing in proportion to the monthly revenue of agents is the greatest 

in Indonesia and Pakistan. Similarly, approximately 20 percent of daily transactions in 
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Tanzania were rejected owing to a lack of e-float, with the agent reflecting the necessity 

of arranging and managing the liquidity efficiently. 

Bersudskaya (2017) performed a study in Kenya to investigate the attitude, 

perception and behavior of agency banking. He interviewed the agent network manager, 

bank support staff, industry expert, banks, and MNO agents in Nairobi and discovered 

that agents may be actively engaged in running the agency business by managing the 

liquidity proactively, investing in float, and educating consumers. Further, he also 

suggested that there has to be system reliability before the launch of BC business and 

proper processes are framed so that complaints can be efficiently redressed within the 

time frame and negative word of mouth can discourage potential agents as well as the 

current and potential users of financial services. 

Ho (2017) argued that traditional banks are least cost-effective in delivering 

services to rural clients compared to agent banking. An average rural customer has to 

drive approximately 8 to 20 km to the closest branch to obtain banking services, whereas 

it is extremely convenient for rural clients to access the same services from the local agent 

outlet. Agent banking services are a win-win scenario for the banks, agents and clients 

since the banks can grow their customer base by bringing new customers within their 

reach and can minimize their infrastructure and manpower costs, resulting in increased 

revenue. Similarly, banking agents gain by earning additional income through a high 

number of transactions owing to their easy accessibility and affiliation with well-

recognized banks. Further, customers gain benefits owing to easier access to financial 

institution services which were earlier beyond their scope by reducing their travel time 

and expenditures along with the case of convenience and lower transaction fees. Further, 

agents may sell a greater variety of banking products and services to the customers at a 

lesser cost and bring the people within the baking ambit of the economy. 
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Kilonzo et al. (2017) performed a study to assess customers’ perceptions 

regarding agent banking in Kenya. The study revealed that banking products offered at 

agent outlets and the speed of agents in service delivery had a significant impact on the 

customer. Similarly, the unavailability of certain services like cheque books, credit 

facilities, debit cards, foreign exchange and cash transfers to other banks influences 

customers’ perception. Further, agency banking adoption has positively enhanced the cost 

of accessibility and ease of convenience by offering banking services beyond working 

hours to people who are busy throughout the day and week. 

Onwonga et al. (2017) performed research to determine the obstacles encountered 

by agency banking in their expansion in Kenya. According to the study, customer attitude, 

technology needs, and customers’ data confidentiality are positively connected with the 

expansion of agent banking. They also advised that lenders should enhance the 

technologies utilized for serving customers. Similarly, customers' data security should be 

strengthened so that the privacy of the customers is not compromised, an awareness 

campaign should be launched and more tailor-made products and services should be 

offered to accommodate unbanked clients through agency banking. 

Santu et al. (2017) studied five commercial banks in Zimbabwe that were actively 

running agent banking and discovered that technical progress, policies and procedures, 

and control issues were the main factors that led to the successful operation of agent 

banking. Operational risk, liquidity risk, reputational risk, and legal risk were identified 

as fundamental concerns in agency banking. Similarly, the bank-specific challenges of 

agent banking operations include remote agent placement, lack of competent client 

handling, non-compliance with standards and procedures, and cross-selling problems. 

Kochar (2016) evaluated the doorstep delivery of financial services through 

branchless banking in rural India where it was found that the opportunity cost associated 
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with financial transactions through bank branches has been eliminated and, since BCs 

earn commission on each transaction, there is an incentive to mobilize households to save 

regularly, resulting in more inclusion. Further, different welfare payments and transfers 

to families are channeled through bank accounts which allow agents to earn commission 

on each such transaction, providing regular revenue to the agents. 

Krishna and Kuberudu (2016) sought to examine the function of BCs in the 

financial inclusion of the East Godavari district. The study found that BCs should be 

provided with adequate remuneration so that uninterrupted services can be provided in 

rural and difficult terrains, the regular training program should be conducted, transaction 

costs should be lowered, technology should be improved, connectivity problems have to 

be redressed, and transaction limits have to be increased. Similarly, they recommended 

that the cash limit of BCs should be increased, the bank should inform customers that 

they are responsible for the actions of BCs, qualified BCs should be recruited, technology 

should be utilized optimally to cover remote areas, BCs should be monitored by the bank 

branches frequently, and the BC model should be made customer-friendly and customer-

centric, and customer awareness should be increased through financial literacy camps. 

Gitau (2014) sought to investigate the function of agency banking and its 

influence on the operational performance of a commercial bank. The study revealed that 

banking agents had been effective in diverting existing customers from overcrowded 

branches by giving a supplementary convenient channel and tapping more clients at a 

cheaper cost from a different geographical area, which was an expensive affair for bank 

branches. Agency banks have enhanced the performance of commercial banks by 

lowering bank premises building expenditures, human resource expenses, training 

expenses, and equipment like furniture and computers. Similarly, the ease of convenience 

of accessing banking services at an extended hour has encouraged rural customers to avail 
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their services regularly, resulting in an increase in bank revenue at minimum cost, regular 

income for BC agents and bringing the unbanked population into the formal financial 

sector by the government. 

Kolloju (2014) conducted a study on financial inclusion using the Business 

Correspondent model, highlighting the efforts made by BCs to enhance financial 

inclusion in rural areas while also strengthening the relationship between the unbanked 

segment and the formal financial system. According to the author, BC provides a large 

level of exposure to rural people, who may readily obtain basic banking services without 

paying any additional cost. Furthermore, a lack of proper financial education among rural 

people is hindering the efficient utilization of the services offered to customers under this 

model. The author also argues that if banks provide adequate support to the BCs in their 

operations, the BC model has the potential to bring the country's rural unbanked 

population into the formal financial system. 

Chiteli (2013) intended to examine the competitive strategy followed by 

commercial banks in employing banking agents. The study revealed that banking agents 

have extended their business to different geographical areas, decongested bank branches 

and increased the number of clients, while they have experienced problems like liquidity 

risk due to lack of enough cash to satisfy customers' demand. Similarly, credit risk may 

emerge owing to one party not settling the transaction and operational risk due to potential 

losses stemming from a failed transaction, system failure, and external events. Further, 

commercial banks have encountered various problems, such as reputational risk, technical 

risk, consumer protection and legal risk. 

Stanford (2013) conducted a survey in Brazil where he found that nearly 44% of 

Brazilian households have at least one formal savings product and 66% of Brazilian 

households have at least one formal credit product. Similarly, it was revealed that 
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approximately 31 percent of Brazilian households make installment purchases and 34 

percent of heads of institutions have their names on the bad credit register. Furthermore, 

it has been observed that banking correspondents have primarily catered to the urban 

population, expanding their access to financial services within five km of the service 

point, while they are more than 10 km away from the banks in rural regions. Almost 68% 

of Brazilian households make at least one payment to their banking correspondent, and 

9% pay their power bills once a month. However, a deep dive into the Brazilian use of 

banking correspondents revealed that the majority of users use the channel for bill 

payment, deposits, and withdrawals, with the majority being the poorer and excluded 

sections, implying that banking correspondents have had a far-reaching impact on 

changing the lives of the disadvantaged sections who have been financially excluded from 

the formal system of the economy. 

Kumar (2013) found that the branch network has a strong positive impact on 

accelerating the financial inclusion process in India and the measures taken by the Central 

Bank to relax the opening of the branches, the establishment of business correspondents 

to serve the rural masses and the enhancement of the ATM Kiosks are delivering the 

desired results for policymakers. 

Chattopadhyay (2011) stated that the Business Correspondents Model can be 

effectively utilized to address both the demand and supply-side issues of financial 

inclusion. Since local people are employed to provide banking services, it is simpler for 

the least educated and disadvantaged section to receive financial services through the BCs 

without having to visit bank branches. Similarly, they are also promoting financial 

awareness among the rural population through financial literacy camps. 

Lauer et al. (2011) identified operational, technological, compliance, and 

reputational risk that may occur due to the usage of agent banking. The operational risk 
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is due to insufficient training, lack of capacity, and essential instruments that include 

fraud, unauthorized fee collection, data entry mistakes, poor cash management, 

disrespectful service and inability to handle customer concerns. The technological risk 

may emerge due to software or hardware failures or malfunctions leading to service 

unavailability and loss of information. Legal and compliance issues may occur as a result 

of agent theft or privacy law breach and abuse of customers data. Reputational risk 

develops owing to underperformance by agents, liquidity deficits, leaking of confidential 

customer data, and negative coverage due to system failures. 

Natu et al. (2008) researched to examine an innovative mechanism to enhance 

financial inclusion by integrating it into social security systems. It focused on expanding 

the customer's access along with its use by offering a consistent revenue stream, albeit for 

a limited period in a year. The research proposes that BC be able to open an account and 

pay weekly wages to the beneficiaries when credited to their account. The expense of 

transit, as well as the opportunity cost of time needed to visit the bank branch, would be 

avoided and BCs may provide savings and credit services to the beneficiaries of social 

programs at their doorsteps. 

2.1.3 Service Quality in Banking 

Mujinga (2019) performed research to find out the quality of services offered by 

retail banks in South Africa. The study employed the SERVQUAL model based on 

customers' perceptions and expectations, utilizing gap analysis on 184 retail banking 

clients. It was observed that retail banking consumers anticipate a greater level of service 

compared to the one they are receiving from the banks. Further, there is the largest gap 

identified in reliability, responsiveness, and empathy dimension with responsiveness 

having the most negative gaps that call for a measure to improve the staff degree of 

contact with customers in redressing their inquiries. Similarly, the reduced negative gap 
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in a tangible dimension indicates that the retail banks are very close to satisfying the 

consumer expectation for the physical infrastructure, dress code, and material distribution 

to clients. 

Hamzah et al. (2017) sought to determine the dimension of SERVQUAL from the 

customers' perspective and its link with the perceived overall SERVQUAL in retail 

banking in Malaysia. The study revealed that the four aspects of SERVQUAL, i.e. 

tangibility, empathy, reliability and security, and online banking impact the total 

SERVQUAL in banking. Further, the quality performance of tangibility, empathy, 

reliability and security, and internet banking is essential for banks to satisfy their 

customers and build the trust of consumers, and increases the reputation of banks. 

Kakouris and Finos (2016) sought to empirically examine the service quality 

perception of consumers of banks in Serbia. They employed the SERVQUAL instrument 

for assessing the service quality using the standard 22 item questionnaire with a five-point 

scale dimension to 287 respondents. The study showed an overall Servqual gap of -0.507 

with the greatest observed Servqual difference for the Reliability dimension being -0.598 

and the lowest gap was discovered in the Assurance dimension being -0.440. Similarly, 

there was a negative Servqual gap of -0.496 in the Tangibility dimension,-0.464 in 

Empathy dimension, and -0.527 in Responsiveness dimension, which shows that there 

was a degree of discontent among consumers about the service quality of those banks. 

Ali and Raza (2015) sought to examine the link between service quality and 

customer satisfaction among Pakistani Islamic bank clients. A Modified SERVQUAL 

model with a compliance component was created that was administered to 450 clients of 

Islamic banks and the sample data was statistically evaluated using EFA followed by CFA 

and SEM. The conclusion of the study revealed that all six aspects, i.e. assurance, 

responsiveness, tangibles, empathy, reliability, and compliance of service quality were 
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unique constructs and had a positive and substantial effect on customer satisfaction. 

Further, each factor has a favourable and substantial relationship with the quality of the 

service of Islamic banks. 

Choudhury (2014) examined the influence of a different dimension of service 

quality on customers' word of mouth in the context of the retail banking business. The 

expectation part and perception portion of the questionnaire were created to measure the 

customers' service quality level on a seven-point scale. The outcome of the study revealed 

substantial support for the prediction of perceived service quality on word of mouth 

communications with the four dimensions of service quality, i.e. attitude, competence, 

tangible, and convenience having a great impact on influencing the word of mouth about 

the banks. 

Lau et al. (2013) conducted a study to measure the service quality in the retail 

banking sector in Hong Kong. A Servqual model was adopted and a questionnaire was 

administered to 119 retail bank customers to identify the influence of the five dimensions 

of the Servqual model of customer satisfaction. The study found that all the five 

dimensions, i.e. empathy, tangibility, responsiveness, reliability, and assurance were 

found to be important predictors of customer satisfaction. Further, it was recommended 

that employees of the banks should provide professional services, pay extra attention to 

customers need and protect the customers privacy by avoiding revelation of any data to 

marketers. 

Kumar et al. (2009) tried to determine the factors affecting the service quality of 

banks by applying the SERVQUAL model using dominance analysis. A systematic 

questionnaire was used to obtain information from 308 Malaysian bank clients. The study 

identified four dimensions, i.e. tangibility, reliability, competence, and convenience, 

which have a substantial difference between perception and expectations of the bank 
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customers. Furthermore, tangibility has the smallest gap while convenience has the 

largest gap. Similarly, the dominant approach was used to lower the SERVQUAL gap by 

76%, implying that banks should be more responsive and convenient to their clients. 

In addition to these literature, some more research on Service Quality  has 

been discussed in Chapter six where the study has been stated by Ananda & Devesh 

(2018) ; Mongi & Mokaya (2018) ; Suri (2017) ; Tan, Chew & Hamid (2016) ; Masila, 

Chipkulei & Shibairo (2015) ; Salma & Shahneaz (2013) ; Rao & Lakew (2011) ; 

Santhiyavalli (2011) and Ezirim (2005). 

2.1.4 Operational Aspects of Business Correspondents 

Some research on the operational aspects of Business Correspondents have also 

been reviewed in Chapter four as a precursor to carrying out empirical analysis. Details 

of the review are available in the aforesaid chapter. 

Intention to continue their business - Aghaei and Sokhanvar (2019); Hung et al. (2017); 

Kassim and Ramayah (2015); Al-Harrasi et al. (2014); Ndungu (2014); Ombutora and 

Mugambi (2013); Koe et al. (2012); Uddin and Bose (2012); George et al. (2011); 

Kautonen et al., (2011); Moriano et al. (2011); Wu (2010); Mas (2009); Schwarz et al., 

(2009); Parker (2004); Krueger et al., (2000); Bird (1998); Kruegar and Carsrud (1993); 

Ajzen (1991). 

Liquidity Aspects - Gupta et al. (2020); Frydrych (2019); Kiarie et al. (2018); Mehrotra 

et al. (2018); Kiarie and Bersudskaya (2017); Mehrotra and George (2015); Pandey & 

Wright (2015); Kolloju (2014); Maurer et al. (2013); Ujjawal et al. (2012); Flaming et al. 

(2011) and Medhi et al. (2009). 

Commission Aspects - Alehegn (2020); Uddin and Sultana (2019); Amit (2018); Patel 

et al. (2018); Roy (2017); Kochar (2016); Ndungu and Wako (2015); PWC (2015); 
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Kumar & Balasubramanian (2014); SIDBI (2014); Grameen Foundation and Enclude 

(2013); Kapoor and Shivshankar (2012) and Flaming et al. (2011). 

Technical Aspects - Bhat et al. (2021); Genga et al. (2018); Nanjero et al. (2017); George 

et al. (2016); Mehrotra and George (2015); PWC (2015); Pandey & Wright (2015); 

Shukla (2015); SIDBI (2014); Microsave (2014); Kumar & Balasubramanian (2014); 

Aduda et al. (2013);  Wright et al. (2013) and RBI (2012). 

Training Aspects - Nisha et al. (2020); Ahimbisibwe et al. (2018); Mehrotra et al. (2018); 

Patel et al. (2018); (CRFIM, 2017); Kiarie and Bersudskaya (2017); Tiwari and 

Srivastava (2017); George et al. (2016); Wright (2015); Shukla (2015); PWC (2015); 

Kapoor & Shivshankar (2012); APMAS (2012) and Platt & Tiwari (2012). 

2.2 Identification of Research Gaps 

The review of literature reveals that a varied emphasis of work has been 

undertaken in an attempt to delve into the models and strategies of financial inclusion and 

access in India and other countries in the world. Agency banking has been explored as an 

alternative to the brick and mortar model in terms of cost-efficiency, service quality, 

efficacy in the mobilisation of household savings, influence on financial inclusion, 

technological aspects and even fraud. However, a large research gap exists in empirically 

finding as to how factors such as liquidity problems in BC operations, earnings by the 

BCs, technology operations, and training obtained by BCs can influence the intention of 

these banking agents to continue working in this system. This thesis aims to address this 

gap. Further, very little information has been brought out through the earlier studies as to 

whether the commission generated through BC activities is sufficient to cover the 

expenses of banking operations through kiosks and handheld devices and then generate a 

surplus for the people who worked as BC Agents. Research gap also exists in the areas of 
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appointment and monitoring of BCs by Corporate BCs and banks. Though diverse 

practices exist, no research work has yet attempted to focus on these aspects, though they 

represent one of the key facets of working of the agency banking model. Attempts have 

been made to dent with this gap in this thesis. 

Further, while the supply side of this model can be investigated by concentrating 

on these aspects, the research gap which exists regarding the demand side needs to be 

explored too. Though service quality has been assessed for banks, no research has yet 

been conducted to assess whether the customers who subscribe to this model are satisfied 

with the service quality of the BCs. This research attempts to fill this gap. 

Furthermore, there is no evidence of research carried out by other researchers 

focusing on the outreach of the BC model in North Bengal. The Index of Financial 

Inclusion in West Bengal is 0.257 with penetration at 0.227, availability at 0.372 and 

usage at 0.185, as pointed out by Chattopadhyay (2011). North Bengal is made up of eight 

districts in West Bengal, with the majority of its people residing in rural areas and brick 

and mortar branches being located in urban areas. This poses a significant challenge in 

bringing the unbanked population within the banking system through agency banking. 

In an attempt to fill up the research gaps, the objectives of the study are stated 

below. 

2.3 Research Objectives 

i. To gauge the outreach and spread of Business Correspondents in India and especially 

in North Bengal. 

ii. To critically examine the appointment and monitoring processes of Business 

Correspondents by banks and corporate BCs 
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iii. To examine the activities carried out by the Business Correspondents, the income 

being generated from these activities and find whether the income is enough to 

generate surplus for the BCs after meeting operating and fixed expenses. 

iv. To examine whether income, expenses and profits differ between different operating 

models of BCs. 

v. To identify and measure the various factors responsible for influencing the intention 

of BCs to continue their business. 

vi. To investigate whether the quality of service perceived by the customers from the 

BCs and the expectation of quality of services from them differ. 

2.4 Hypotheses 

The main proposition or principle hypotheses of this study is that the agency 

banking model has been expanding in North Bengal, delivering the services as expected 

and generating a good self-employment opportunity for the BCs. 

The specific hypotheses are as follows: 

i. The profits earned from BC activities are positive and the income and operating 

expenses of the Kiosk model and POS model do not differ. 

iii. Liquidity aspects, training and technical aspects are the factors that determine the 

commission earned by the BCs. 

iv. The amount of commission earned by the BCs in turn determine the intention of the   

BCs to continue their business. 

v. There is no difference in the expectations and perceptions of the BC customers 

regarding the quality of services given to them. 
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2.5 Significance and Scope of the Study 

The significance of the study stems from the fact that exploration of facets of 

outreach and spread of this model, the appointment and monitoring process of BCs, the 

viability of their operations in terms of income and expenses, intention to continue as BCs 

and satisfaction of customers have the essence of ground reality as the major portion of 

data collected was through rigorous field research. However, considering the amount of 

information to be collected from BCs, clients of the BCs and bankers, the scope of the 

research was confined to eight districts of West Bengal. These districts together comprise 

what is known as North Bengal. The confinement of the field research to these regions 

was also based on consideration of time to be spent and the expenses to be made. As 

viewed as precedence from other research in this area, most of the studies have limited 

their scope to specific areas. This does not present future studies to be conducted in other 

geographical regions through banking agents or Business Correspondents which in real 

sense will bring financial inclusion system to the doorsteps of the impoverished. 

2.6 Research Methodology 
 

2.6.1 Data Source 

To carry out the research, both primary and secondary data were collected. The 

secondary data was obtained from various sources, ranging from the Business 

Correspondents Registry of the Indian Bank Association, the RBI database, the Bank 

website and the Corporate BCs website and officials. Similarly, primary data was 

collected through extensive field research. The field investigations comprised 

participatory observational research, where substantial time was spent with numerous BC 

agents to observe and note their operations and problems. Personal interviews, focus 

group interviews with BC agents, corporate BCs, and bankers also formed a major source 
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of collecting primary data. Two sets of structured questionnaires were also personally 

administered to the sample BCs operating in various districts of North Bengal and to the 

customers of BCs. 

2.6.2 Sampling 

Sampling is the process of selecting respondents for research in such a manner 

that they reflect the characteristics of the population. The major objective behind using 

sampling is to collect information about the population through the sample so that the 

results obtained from the sample adequately represent the population, leading to the 

generalization of the study. It is also important that the sample chosen truly reflects the 

population, so that unbiasedness can be removed and a proper conclusion may be formed 

from the findings of the study. 

Population and Sampling Frame – The population for this study comprises of all 

Business Correspondent Agents functioning in the eight districts (Coochbehar, 

Darjeeling, Alipurduar, Jalpaiguri, Kalimpong, Malda, Uttar Dinajpur & Dakshin 

Dinajpur) of North Bengal, offering financial services to customers in urban, semi-urban 

and rural areas. For fixing the sampling frame, the banks, which had at least 50 BCs in 

North Bengal, was taken up for the study. A sampling frame is a list of all items in the 

population. It is proper to mention here that “a population is general and the sample frame 

is specific” (Turner, 2003). In case of this study, banks such as Union Bank of India, UCO 

Bank, Punjab National Bank, Indian Overseas Bank, Corporation Bank, Indian Bank, 

Syndicate Bank and Axis Bank could not provide the list of BCs as they had less than 50 

BCs and probably their focus on agent banking was low. The sampling frame was 

therefore constituted of BCs whose complete list was obtained from the concerned banks. 

The population therefore consisted of 3329 BCs and the sampling frame consisted of 3176 
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BCs.Therefore, 3176 BCs as indicated in Table 2.1 from 08 Public Sector Banks 

including two Regional Rural Banks and 02 Private Sector Banks constituted the 

sampling frame when the primary field survey started in September 2018. 

Sample Size – Before conducting the study, it was kept in consideration that a large 

sample size would be necessary because it is widely accepted that to employ sophisticated 

statistical techniques like Structural Equation Modelling (SEM), large sample size is 

necessary for the results to be reasonably stable (Kline, 2005). A sample size of 100 is 

regarded as modest, while a sample size of between 100 and 200 is considered moderate, 

but this is not always the case because it relies on model complexity, and a sample size 

of more than 200 cases is considered large. According to Hair et al. (2010), a sample size 

of 200 is recommended to test the theoretical model using the Structural Equation Model. 

Sample Size Estimation: Sample size estimation is done using the following formulae 

as suggested by Aaker et al. (2008).  

𝑛 =

𝑧2 × �̂�(1 − �̂�)
ℇ2

1 +
𝑧2 × �̂�(1 − �̂�)

ℇ2𝑁

 

Z = Z score (1.96) 

ℇ = Margin of Error (6%) 

N = Population Size (3176) 

P̂ = Population Proportion (50%) 

 

The minimum number of sample size required is 247. It was decided that the 

sample for this study would have to exceed 247 and each district would have to be 

proportionately represented. Accordingly, lists of BCs for each district was prepared 
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separately and 10% of the BCs from each district was sampled by generating random 

numbers. The sample was thus initially fixed at 318 BCs as shown in Table 2.1. However, 

after collecting and processing the questionnaires, it was discovered that 13 filled in 

questionnaire were incomplete, so they were rejected and only 305 questionnaires were 

used in the final study. Thus, the final sample size stood at 305 BCs out of which 190 

carried out their operations through Kiosk model and 115 through POS model. 

    Table – 2.1 Sample Distribution of BCs according to Districts & Banks 

DISTRICTS 
ALIPUR 

DUAR 

COOCH 

BEHAR 

DAKSHIN 

DINAJPUR 

DARJEE 

LING 

JALPAI 

GURI 

KALIM 

PONG 
MALDA 

UTTAR 

DINAJPUR 

TOTAL    

BCs 

BANK-

WISE 

 

ALLAHABAD 

BANK 
4 10 22 6 16 0 49 24 131 

UNITED BANK 

OF INDIA 
17 38 53 37 64 0 95 57 361 

CENTRAL 

BANK 

OF INDIA 

64 101 11 46 68 39 20 25 374 

STATE BANK 

OF INDIA 
48 158 121 102 201 67 255 218 1170 

BANK OF 

BARODA 
0 21 3 18 29 0 27 11 109 

BANK OF 

INDIA 
13 19 17 18 18 0 12 13 110 

HDFC BANK 
8 20 17 16 14 0 0 11 86 

IDFC FIRST 

BANK 
0 26 2 7 13 0 68 19 135 

UTTAR BANGA 

KSHETRIYA 

GRAMIN BANK 

64 169 0 60 97 0 0 0 390 

BANGIYA 

GRAMIN 

VIKASH BANK 

0 0 58 0 0 0 110 142 310 

TOTAL BCs 

POPULATION 

DISTRICT-WISE 

218 562 304 310 520 106 636 520 3176 

POPULATION 

PROPORTION% 
10% 10% 10% 10% 10% 10% 10% 10% 10% 

TOTAL 

SAMPLE 
22 56 30 31 52 11 64 52 318 
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The demographic aspects of Business Correspondents include gender, age, marital 

status, jobs, educational qualifications and yearly income. The demographic 

characteristics of the BCs are presented in Table 2.2. 

Table 2.2 – Demographic Profile of the Business Correspondents 

Demographic 

Profile 

Categories Frequency Percentage 

(%) 

Gender 
Male 198 62% 

Female 121 38% 

Age  

20-30 99 31% 

30-40 132 41% 

40-50 68 21% 

50-60 17 6% 

60 and above 3 1% 

Marital Status 

Married 147 46% 

Unmarried 166 52% 

Separated 6 2% 

Educational 

Qualification 

MP/Secondary 60 19% 

HS 80 25% 

Graduation 134 42% 

Post-Graduation 20 6% 

Other Degree 25 8% 

Annual Income (₹) 

up to 50,000 35 11% 

50,000 – 1,00,000 57 18% 

1,00,000 – 1,50,000 74 23% 

1,50,000 – 2,00,000 83 26% 

2,00,000 and above 70 22% 

It can be observed from Table 2.2 that almost 62 percent of respondents are male 

and 38 percent of respondents are female. 

Similarly, as far as the age group is concerned, nearly 41 percent of the 

respondents belong to the age group of 30-40 years, followed by 31 percent of the 

respondents in the 20-30 years age group and 21 percent in the age group of 40-50 years, 
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with 6 percent of the respondents belonging to the 50-60 years age group, followed by 2 

percent in the age band of 60 years and above, as shown in Table 2.2. 

Nearly 46 percent of the respondents are married, while 52 percent of the 

respondents are unmarried and 2 percent of them are separated, as indicated in Table 2.2. 

There is about 42 percent of the respondents who are graduates, followed by 25 

percent of respondents having upper secondary. Similarly, 19 percent of the respondents 

have completed madhyamik pariksha or secondary examination, 8 percent have obtained 

various degrees and the rest 0.6 percent have post-graduation as indicated in Table 2.2. 

According to Table 2.2, 26 percent of total respondents have an annual income of 

INR 1,50,000 – 2,00,000, 23 percent have an income in the range of INR 1,00,000 – 

1,50,000, and 22 percent have an annual income of more than 2,00,000. Similarly, 18 

percent of the respondents lie in the income bracket of INR 50,000 – 1,00,000 and 11 

percent of the respondents receive a yearly income of up to INR 50,000. 

2.6.3 Tools and Techniques for Data Collection and Analysis 

The data collected was analyzed using statistical techniques such as descriptive 

statistics, exploratory factor analysis, confirmatory factor analysis, structural equation 

model and independent two sample t-test and paired t test using statistical tools like MS 

Excel, SPSS 23 & AMOS 20. 

For the collection of relevant information and required data, several research 

techniques were applied. First and foremost, participatory observational research was 

conducted on more than 60 BC agents to record points regarding their operations, 

liquidity, transit to banks, dealing with banks and their problems. Further, personal 

interviews with several bank managers and corporate BC officials and focus group 

discussions with BC agents were also conducted to get insight into their operational 
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challenges and grasp their perspectives on the viability of the agent banking model. Based 

on this information, a structured questionnaire was prepared for the BC Agents. The 

responses to each statement in the questionnaire are collected on a five-point scale, with 

5 indicating strongly agree, 4 indicating agree, 3 indicating neutral, 2 indicating disagree 

and 1 indicating strongly disagree. The questionnaire was pilot tested on 45 BC agents 

and then revised to remove the defects. After the data collection, it was statistically 

evaluated to find out its feasibility and discussed with the domain knowledge expert, after 

which it was finalized for the final survey. The reliability of the scale was found to be 

0.715 as shown in Table-2.3, which is higher than the stated acceptance level (Hair et al., 

2010).  

   Table 2.3 - Reliability Statistics 

 

The second set of questionnaires were prepared for customers of the BCAs to 

evaluate their expectations and perceptions of services obtained from BC agents. The 

details of this questionnaire and sample respondents are given in Chapter 5. 

2.7 Plan of the Study 

This chapter has been divided into seven chapters. 

 The first chapter, ‘Conceptual Framework and Background of the Study', 

introduces the concepts of financial inclusion, its initiatives in India. Next, it 

elucidates the concept of Business Correspondents, its global perspective, genesis 

and growth, along with the different BC Systems in India. This chapter also 

explains the statement of the problems and the significance of the study. 

Cronbach's Alpha No. of Items 

0.715 49 
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 The second chapter, ‘Review of Literature, Objectives, Scope of the Study and 

Research Methodology', covers the previous studies regarding Financial 

Inclusion, Business Correspondents and Service Quality. Next, it identifies the 

research gap and scope of the study and then describes the research questions and 

the research methodology. 

 The third chapter, ‘Business Correspondents – Outreach, Appointment, 

Monitoring and Business Viability', examines the outreach of the Business 

Correspondents in India and specifically in North Bengal. Following that, the 

procedures for appointing and monitoring BCs, as well as their income, expenses 

and profit were investigated. 

 The fourth chapter ‘Intention to continue as Business Correspondents – An 

Investigation into the Influencing Factors’ has been studied. Here, the study has 

tried to identify the factors influencing the intention of BCs to continue their 

business. 

 The fifth chapter is ‘Confirmation of Identified factor structure and Identification 

of Relationships between the Constructs through Structural Equation Modeling’. 

The present study attempts to confirm the factor structure identified through 

Exploratory Factor Analysis and tries to find the relationship between the 

endogenous and exogenous variables. 

 The sixth chapter, ‘Service Quality of Business Correspondents – Perception of 

Clients, explored the quality of services as expected and as perceived by the 

customers of the BCs. 

 The seventh chapter, ‘Summary of Findings and Conclusion', is the final chapter 

of the present study, which includes the findings and their policy implications 

along with the scope of future research and limitation of the study. 
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3.1 Introduction 

The intent to bring the large unbanked populace within the ambit of formal 

banking services is a huge challenge in a country like India, where the majority of the 

population dwells in rural areas and a large number of bank branches are situated in urban 

and semi-urban areas, leaving many villages outside the banking purview. Nearly 72.2 

percent of our people reside in our 6,38,000 villages but less than 15 percent of villages 

have a brick and mortar bank branches (Gupta et al.,2020). It is in this context, that the 

outreach of the BCs assume importance especially in the rural areas. This chapter 

therefore delves into the outreach of the BCs and their growth during this decade. The 

extent of outreach has not only been discussed in the context of India, but also for North 

Bengal. However, coupled with outreach, it is extremely important how appointment and 

monitoring of the BC agents are done by the Corporate BCs and banks so that the outreach 

and spread once attained does not decline. Activities which shape livelihood of people 

should be those which generate income. The same is applicable for BC agents as growth 

in number of BC agents have to be backed up by the fact that they generate sufficient 

earnings to have a sustainable livelihood. It is in this context that this chapter investigates 

into the costs, revenues and profits generated by activities pursued by the BC agents.   

3.2 Outreach and Spread of Business Correspondents 

Financial outreach is a crucial component in making formal financial products and 

services available to a broad proportion of the public, where unbanked people and 

unprivileged portions are typically tend to be barred from accessing them in developing 

countries. (Ghosh, 2012). It has almost been 15 years since the introduction of the BC 

model in India and there has been a substantial shift in its guidelines and operations in 

India throughout this period. The products and services have been steadily extended from 
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the No-Frill Account to the Basic Savings Bank Deposit Account featuring a credit 

facility along with a debit card. The poor and vulnerable sections, who could not think of 

going to bank branches, found financial services at their doorstep. The BC model not only 

covered large unbanked communities but also provided an alternative for policy makers 

to service the poor and less privileged population with regular banking service outlets. 

The number of villages covered by Business Correspondents increased from 54,288 

villages in March, 2010 to 3,52,309 villages in March, 2013, while during the same 

period, the number of villages covered by bank branches increased from 21,475 villages 

in March, 2013 to 26,440 villages in March, 2013 (RBI, 2013). 

The major changes to the expansion of the BC Model occurred with the launch of 

the Pradhan Mantri Jan Dhan Yojana (PMJDY) announced by the Government of India 

on 28th August, 2014. This effort proved to be a key element in expanding the relevance 

of the BC Model in India. The PMJDY Scheme was launched based upon six pillars, i.e. 

universal access to formal banking services both from branches and BCs outlets; an 

overdraft facility of Rs.5000 for every household having a basic savings bank deposit 

account; enhancing financial literacy; creation of a credit guarantee fund; accidental life 

coverage of Rs.100,000 as an insurance and pension scheme for the unorganised sector.  

The focus was gradually shifted from covering "every household" to covering 

"every unbanked adult" with the financial inclusion program during August, 2018 along 

with enhancement of accidental coverage from 1 lakh to 2 lakh rupees, doubling the 

overdraft limit from Rs.5000 to Rs.10,000. This effort raised the number of PMJDY 

accounts from 17.90 crore in August, 2015 to 40.35 crore in August, 2020, out of which 

almost 63.6 percent of accounts belong to rural customers. Further, out of 40.35 crore 

PMJDY accounts, almost 86.3 percent of accounts, i.e. 34.81 crore accounts, were 

functional. Similarly, the total deposit balance under PMJDY increased from 22901 crore 
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in August, 2015 to 1.31 lakh crore in August, 2020, which is an increase of 5.71 times 

from 2015, and the average deposit per account has increased from Rs.1279 in August, 

2015 to Rs.3239 in August, 2020, which is an increase in average deposit of 2.5 times, 

clearly indicating that there has been an increase in usage of accounts and savings habits 

among the account holders. Further, the number of Rupay debit cards issued in PMJDY 

accounts grew from 15.74 crore in August, 2015 to 29.75 crore in August, 2020 and 

substantial credit for the necessary banks linkages for this scheme was provided by the 

BCs. 

The Committee on Medium Term Path on Financial Inclusion led by Deepak 

Mohanty recognised in its report submitted in December, 2015 that there has been 

substantial progress in terms of access to financial products and services in India, though 

some gaps were also observed in terms of usage, last mile delivery problems, and 

exclusion of women and marginalised farmers. To guarantee the rise in banking 

penetration in rural regions and control over the operations of BCs in India, the RBI in its 

circular issued in April, 2011 ordered all banks to dedicate at least 25 percent of their new 

bank branches to unbanked rural areas. It also ascertained that ultra-small branches should 

be established between the base branch and BC locations so that proper coordination 

could be established, leading to improvement in the cash management system, redressal 

of customer grievances, close supervision of BC operations, and proper documentation.  

Similarly, a new rules on branch authorization policy released in 2017 led to the 

enhanced outreach of BCs. The policy specified ‘banking outlets’ as a fixed point service 

delivery unit where deposit, withdrawal, transfer, lending money, and encashment of 

checks may be assured by bank employees or BCs for a minimum duration of 4 hours per 

day for at least 5 days a week. Further, the banking outlet should have standard signs with 

the names of the banks, contact data, and frequent off-site and on-site monitoring so that 
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adequate supervision, uninterrupted service, and fast redressal of client concerns may be 

assured. They should also show working hours and days at the banking locations (RBI, 

2017). This strategy also resulted in a rise in the number of BCs in unbanked rural areas, 

increasing their outreach.  

3.2.1 Outreach of Business Correspondents in India 

 

The following Table 3.1 shows the increase in the outreach of BCs.  
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The figure that follows exhibits the trend in rise of villages brought under the ambit of 

financial inclusion by providing linkages with banks. 

Figure 3.1: Villages covered by Banks & BCs in India 

Source: Table 3.1 

There has been a remarkable rise in the outreach of BCs throughout the country 

as shown in figure 3.1. During 2010, the overall number of banking outlets in villages 

covered by bank branches was 33,378 while the rural villages covered by BCs remained 

at 34,174. In 2011, the number of banking outlets grew to 34,811 villages while the 

villages covered by BCs increased to 80,802, which was 1.36 times larger than in 2010. 

Similarly, up to 2020, 55073 villages were brought within the coverage of brick and 

mortar branches while the number of villages covered by BCs was boosted to 12,36,809, 

which is 22 times higher than that of the bank branches. Thus, the compounded annual 

growth rate (CAGR) of bank branches in India between 2010 -20 was 4.66% while the 

compounded annual growth rate of banking agents during the same period was 41.38%. 

Further, the compounded annual growth rate of BCs in rural areas between 2010-20 was 
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38.58% while for the urban locations covered through BCs it was 82% which indicates a 

massive jump in the agent outlets.  

The next figure 3.2 shows that due to increased outreach of BCs, the basic bank 

deposit accounts opened by BCs have increased dramatically. 

Figure: 3.2: Basic Savings Bank Deposit Account 

Source: Table 3.1 

The number of BSBD accounts opened by BCs up to 2020 was 360.1 million, 

whereas bank branches opened 289.1 million accounts over the same period, which 

indicates the amount of coverage offered by BCs. The above diagram shows the number 

of Basic Savings Deposit Accounts opened by BCs, but in order to bring in more 

granularity in our analysis, the total amount of money deposited by BCs in these accounts 

have been presented in Figure 3.3 
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Figure: 3.3: Deposits in Basic Savings Bank Deposit Accounts by BCs 

 Source: Table 3.1 

Similarly, the total money in the BSBD account was Rs.2030.61 billion till 2020, 

out of which almost 40 percent of the deposit, i.e. Rs.771.63 billion, was mobilised by 

BCs. 

The next figure 3.4 exhibits the number of transactions along with the amount of 

transaction conducted by BCs using Information and Communication Technology (ICT)  
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Figure 3.4: ICT Accounts – BC Transactions 

Source: Table 3.1  

Further, the number of transactions completed surged from 26.52 million in 2010 

to 3518.3 million transactions in 2020 with a transaction amount of Rs.6.92 billion in 

2010 to Rs.8287.95 billion transaction amount in 2020.  

Similarly, the rural and urban BCs in villages increased from 34,621 in 2010 to 

15,61,154 villages covered by BCs in India. It was the initiative taken by the policymakers 

and government that channelled the subsidy, payment and welfare programmes through 

Direct Benefit Transfer, which assured a rise in the number of transactions for the BCs 

increasing its outreach in the unbanked villages and providing regular banking services 

to the rural populations. 

During the October-November, 2014 – Phase I, the availability of BCs was 89 

percent, which decreased to 84 percent during the Phase II, April-May, 2015. During 

Phase – III in October-November, 2015, the availability increased to 97 percent, which 

suggests that the BC channel has matured after the introduction of the PMJDY scheme 
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and the channel has moved from initial phases to a more operational and reliable basis in 

providing services in their allocated SSAs (Sharma et al. 2016). Similarly, the average 

number of transactions done by BCs each month grew by 44 percent towards the end of 

2015. Thus, the extension of banking services through the BCs have enabled a branchless 

banking system which has increased the accessibility and usability of the banking 

products and services by the rural customers who were earlier outside the ambit of the 

banking system 

3.2.2 Outreach of Business Correspondents in North Bengal 

North Bengal is made up of eight districts, i.e. Alipurduar, Dakshin Dinajpur, 

Darjeeling, Jalpaiguri, Kalimpong, Coochbehar, Malda, and Uttar Dinajpur, in the state 

of West Bengal, out of which two districts, i.e. Alipurduar was created from Jalpaiguri 

districts on June 25, 2014, as the 20th district of West Bengal, and Kalimpong, was 

created from the Darjeeling district as the 21st district of West Bengal on Feb 14, 2017. 

According to the Census of India, 2011 about 68.13 percent of the total population 

of West Bengal resides in rural regions, while 31.87 percent of the population lives in 

urban areas. Dakshin Dinajpur has an 85.9 percent rural population of 14,39,981 and a 

14.10 percent urban population of 2,36,296 with 1582 villages and 395358 households, 

of which only 33.72 percent access banking services, with rural households accounting 

for 28.5 percent. Similarly, Darjeeling has a 60.58 percent rural population of 11,18,860 

and a 39.42 percent urban population of 7,27,963 with 687 villages and 3,89,003 

households, out of which only 55.18 percent of households are accessing banking 

services, with 45.56 percent being rural households. Jalpaiguri has a rural population of 

72.62 percent (28,12,495) and an urban population of 27.38 percent (10,60,351), with 733 

villages and 8,66,379 households, of which only 42 percent households are availing 

banking services with 36.85 percent being rural households. Coochbehar has a rural 
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population of 25,29,652 which includes 89.73 percent of the population and a 10.27 

percent urban population of 2,89,434 with 1194 villages and 6,64,885 households, out of 

which only 39.4 percent of households use banking services, with rural households 

making up 36.46 percent . Malda has the highest population density of any district in 

North Bengal, with 34,47,185 rural residents and 5,41,660 urban residents (86.42 percent 

rural, 13.58 percent urban).It has 1771 villages and 8,45,089 households, with a 

population density of 1069 people per square kilometre and only 29.78 percent of 

households having access to banking services, with rural households accounting for 26.36 

percent of those. Uttar Dinajpur has an 87.95 percent rural population of 26,44,906 and a 

12.05 percent urban population of 3,62,228 with 1494 villages and 6,02,579 households, 

of which only 26.46 percent use banking services, with 22.48 percent being rural 

households.  

Figure 3.5 displays the number of business correspondent outlets and bank 

branches in North Bengal from 2015 to 2019. 

Figure: 3.5 Business Correspondents Outlets and Bank Branches in North Bengal          

Source: RBI Data, Bank Manager, Corporate BCs, BC Registry & Bank Websites 
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The compounded annual growth rate (CAGR) of bank branches in North Bengal 

from 2015-19 was 8.3% and during the same period the compounded annual growth rate 

of business correspondents was 32.31% signalling a massive rise in the growth of 

business correspondents in the different districts of North Bengal. 

Table: 3.2 displays the number of BCs in each district of North Bengal from 2015 

to 2019. 

 Table: 3.2 Business Correspondents Outreach in North Bengal 

 

 

 

 

 

Source: Authors compilation using data available from Bank Managers,  

 Corporate BC Officials, SLBCs, RBI and Banks website.  

The number of BCs covering the unbanked regions in several districts of North 

Bengal has tremendously increased with the implementation of the PMJDY Scheme. The 

overall number of BCs have grown from 918 in 2015 to 3722 in 2019. Similarly, the 

number of BCs during 2015 in Alipurduar was 49; Dakshin Dinajpur – 107; Darjeeling – 

102; Jalpaiguri – 162; Kalimpong – 0; Coochbehar – 187; Malda – 166 and Uttar Dinajpur 

– 145, which further increased in 2019 to 247 BCs in Alipurduar; 386 BCs in Dakshin 

Dinajpur; 390 BCs in Darjeeling; 591 BCs in Jalpaiguri; 121 BCs in Kalimpong; 612 BCs 

in Coochbehar; 721 BCs in Malda and 654 BCs in Uttar Dinajpur. The extension of BCs 

in rural areas and urban areas of various districts of North Bengal has led to the delivery 

of banking services to unbanked or underserved customers who otherwise would have 

District 2015 2016 2017 2018 2019 

Alipurduar 49 92 154 223 247 

Dakshin Dinajpur 107 148 246 313 386 

Darjeeling 102 134 277 325 390 

Jalpaiguri 162 311 405 550 591 

Kalimpong 0 0 71 106 121 

Coochbehar 187 366 495 576 612 

Malda 166 304 512 652 721 

Uttar Dinajpur 145 364 487 584 654 

Total  918 1719 2647 3329 3722 
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needed to travel to the bank branches, incurring travel expenses, and possibly missing 

their daily wages.  

There are around 7510 villages in the different districts of North Bengal while the 

number of bank branches is 6172 and there are nearly 3722 business correspondents 

working till 2019. The ratio of the number of bank branches to villages is 0.821, but the 

ratio of the number of BCs to villages is 0.495, which clearly indicates the level of under-

penetration in the number of BCs in North Bengal. Even if the BC numbers are growing, 

they are considerably below the required number that is essential to cover the unbanked 

villages since the population density in most of these areas is large while the number of 

banking outlets is low. Similarly, the cost of putting up the BC outlet is relatively low 

compared to the brick and mortar branches, and it can give regular accessible to the 

underprivileged and disadvantaged community at their doorstep, bringing them within 

the scope of the formal financial system. 

The variety of products and services offered to less privileged and impoverished 

clients is steadily growing, with BCs attempting to offer a comprehensive basket of 

financial products and services so that a product ecosystem of appropriate products and 

services is formed. Further, the availability of BCs have significantly increased in the 

rural regions following the PMJDY program, and they are playing a key role in delivering 

regular products and services to unbanked clients and promoting financial inclusion in 

the country along with regular accessibility.  

Having had an idea of the outreach of BCs, it is imperative to know how these 

vast milieu of BCs are appointed and monitored. 
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3.3 Appointment Procedure 

The effectiveness of agent banking hinges on the right appointment of corporate 

BCs by the banks. Similarly, corporate BC designate BCs as third party agents who are 

charged with delivering banking services to the unbanked people in the rural regions. 

3.3.1 Appointment Process of Corporate BC and BCs 

The appointment method of Corporate BC is as follows- 

• The Bank invites applications from interested firms to work as National level/State level      

Corporate BCs by launching a Request for Proposal (RFP) tender. 

• The applicant should be an MFI/NGO/Post Office/Co-operative Society/Payment bank. 

• The Bank reviews the RFP papers and on the basis of the lowest (L-1) bid, the contract 

is given to the Corporate BCs. Though other considerations like security deposits, 

performance bank guarantees, and other qualifying requirements are also taken into 

consideration before granting the contracts. 

• The firms are selected as Corporate BCs by the banks for a specified time stipulated in 

the terms of the agreement and their performance is annually assessed by the banks. 

  After the appointment of Corporate BCs, they appoint BCs to provide banking services 

in unbanked rural areas, and their appointment method is as follows - 

• The State Level Bankers Committee (SLBC)/Lead District Manager (LDM) designates 

a set of villages as a Sub-Service Area (SSA) for a bank branch which is needed to be 

served by BCs. Similarly, bank branches may report to regional offices/Head Office to 

designate BCs according to the conditions in their regions of operation. 
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• Interested applicants need to submit an application to the branch manager which is 

routed through the Corporate BCs and, subsequently, the branch manager submits it to 

the Regional Office. 

• Individual citizens holding the following credentials can be designated as BCs to carry 

out financial inclusion activities – 

 He should be a local inhabitant of the region and have a strong understanding of 

the local language. 

 His age should be between 18 years and 60 years. 

 He should be a minimum of 10th passed and have a functional understanding of 

computer operations. 

  He should not have any criminal police record. 

 He should not have any political ties. 

 He should have a decent reputation and image in the local communities. 

 He shall finish the IIBF Bank certificate course within 6 months of his joining. 

 He shall meet any other requirements specified in the circular published by banks 

from time to time. 

• After inspection of the application at the Regional Office, the qualified people are 

shortlisted and informed for the interview. 

• The Branch Manager conducts an interview and provides the final recommendation to 

the Head of Financial Inclusion Department through the Regional Office after 

performing the due diligence process and completing KYC norms. 
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• After the selection, the BCs are granted an engagement letter by the Corporate BCs 

including the terms and conditions of engagement and obligations etc. authorized by the 

banks. 

• BCs are obliged to submit a security deposit in the form of a term deposit as per the 

directive provided by the Corporate BCs. 

• Further, BCs are also needed to open a bank settlement account or bank overdraft 

account with a linked branch with suitable KYC requirements and notify the account 

details to the corporate BCs. 

• Corporate BC gives an identity card to the BCs and the Technology Service Providers 

(TSPs) install the software on their laptop or PC. 

• BC system is integrated with the Financial Inclusion Core banking server of the banks, 

which offers real time basis transactions. 

• Further, the corporate BCs mention the items like computers/laptops, biometric devices, 

printers, pin pad machines, registers, furniture, and display boards necessary to be 

acquired by BCs. 

• Corporate BC provides induction training about the functioning of the system and 

running the BC outlets 

 BCs start providing the banking services to the customers. 

  Even though the aforementioned standards are typically followed by numerous 

banks in their appointment procedures, some kind of deviance is seen regarding the 

involvement of corporate BCs and BCs. Deviation is more likely in the case of BC 
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appointments, which are typically processed by the link branch. Since, BCs are the 

interface between banks and corporate BCs, they have a vital role to play in improving 

the financial inclusion of the rural regions and inculcating banking habits among rural 

customers. BCs are appointed from the villages where the banking outlet is supposed to 

be opened. Generally, the agents are local faces known to the masses, having a good 

reputation and credibility in the entire region, so that wider acceptance from the customers 

in the target market can be achieved during the launch of the services. Similarly, 

collaboration from the link branch is a crucial factor in the effective appointment process 

of BCs. Shukla (2015) further observed that the assistance and engagement from the 

banks in the selection of agents has a key role in the overall success of the concept. 

Further, it is also observed that those CBCs that appoint BCs on the basis of the 

recommendation from the bank staff, past experience, educational qualification, 

reputation and standing, conduct higher transactions at the agent outlet. 

3.4 Monitoring Procedure 

The legal relationship between the banks and corporate BCs is that of a principal 

and agents formed by a legally binding contract where BCs are appointed by corporate 

BCs with the consent of the banks. Similarly, it is the technological service providers that 

function as a link between banks, corporate BCs, BCs and the clients. It is the BCs who 

have direct interaction with the clients when delivering banking services. Thus, any act 

of misconduct, negligence, or fraud by BCs can immediately impact the goodwill of 

banks, corporate BCs, and technological service providers. The RBI Committee on 

Medium Term Path on Financial Inclusion highlighted monitoring of BCs by linking bank 

branches as one such proposal, apart from developing a BC registry, BC training and 

certification for the responsible BC channel in the country.  
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3.4.1 Monitoring mechanism by Banks 

Monitoring of BCs is a key component of rural banking services and the RBI also 

realizes the necessity of BC monitoring. It has been proposed that BC model 

implementation should be constantly monitored by the linked bank branches so that their 

functioning is recorded and any departure from the standard process is easily recognized 

during their periodic visits to the bank branches. Similarly, an institutional structure 

should be created by the banks so that the operational functioning of BCs may be 

examined regularly by the banks when assessing financial inclusion progress at board 

level meetings. 

The bank has a major task of ensuring that the activities carried out by the BCs on 

the field are as per the standards prescribed and agreed by both parties, as the transactions 

conducted by the customers look like a mini bank of the banks, and thus, any deviation 

from the regular services brings down their credibility and goodwill. Thus, to guarantee 

sufficient oversight over the operations of the BCs, link branch work in collaboration with 

the corporate BCs and monitor their activities at the sub service area level. Further, at the 

bank level, the branch manager has a responsibility to oversee the operations and 

functioning of the BCs, where they conduct a regular visit and conduct a meeting with all 

the BCs of the link branch and brief them regarding their role in providing quality banking 

services which can increase the trust level of the customers. 

The major items that are routinely checked by banks during their visits: 

• Cash management system 

• Transaction receipts verification 

• Account opening form 

• Customer transaction register 

• Complaints register 
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• BCs grievances 

• Customers feedback 

• Display of signboard, BC certificate and contact number of the BC and Link   

   Branch Manager at the CSP/BC Outlet. 

Further, the bank authorities also examine the operating system of BCs and propose 

required steps if any variation is found. The visit of the bank manager and its staff 

enhances the confidence of the clients and creates trust regarding the BC system. 

Similarly, regular visits by the branch manager enhance the morale of the BCs. 

 3.4.2 Monitoring method by Corporate BCs 

Generally, it is Corporate BC who takes a major role in overseeing the actions of 

the BC Agents at the ground level. They not only assure the operation of the BCs but also 

care for their day to-day activities, which directly influence the rural consumers. 

Corporate BC appoints a district coordinator and an area coordinator to supervise the 

operations of BCs located within a sub-service area. Each district coordinator oversees 

the operations of the BCs through its area coordinator, who periodically visits the CSP 

and gets input from the customers. They aim to collect information regarding whether BC 

overcharges clients, whether any fraudulent transactions are made, and their performance 

in expanding banking services frequently. 

 Similarly, District Coordinators have a WhatsApp group to provide information 

to the BCs, handle their issues and track their actions. DCs also go for a surprise visit to 

the BC stores operating in the districts and perform essential inspections and queries on 

their activities. There is a considerable amount of money paid for monitoring the BC 

agents by the corporate BCs as the bulk of the BCs are located in rural areas spread 

throughout the districts and there are parts where the connection is extremely weak and 

the terrain is also tough. However, corporate BCs guarantee that the monitoring activity 
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is done routinely by the CBCs personnel. Similarly, an internal audit system has been 

developed by the CBCs so that any abnormalities may be identified immediately and 

suitable measures can be framed. 

 The major factors that are monitored by the Corporate BCs include – 

• Customer complaints register 

• Number of transactions conducted per day 

• Average customers footfall 

• Customers complaint and feedback 

• Agent motivation 

• Transaction receipts 

• Software and Hardware system status 

• Display of bank branches and CBCs contact data at the CSP 

• Verification of cash in hand 

The proper monitoring system allows the corporate BCs to discover the financial 

aberrations or fraud committed by BCs, and early identification can lead to punitive action 

against the BCs, including their termination. Similarly, regular inspections allow the 

district coordinator to detect whether unnecessary charges are being collected by the BC 

from the clients for their transactions. Similarly, regular inspections and monitoring have 

resulted in a rise in transactions along with the confidence level of clients in many rural 

regions. Mehrotra et al. (2018) also found that the visits by CBCs and branch managers 

have resulted in an increase of an average of four transactions per day compared to those 

BCs who do not get any monitoring visits. The number of visits varies substantially, as 

16 percent of BCs reported at least once a week support visits, while 27 percent of BCs 

said once a month visits and 32 percent of BCs revealed no set regularity regarding the 

visits by bank manager and corporate BCs. Even the survey performed by ANA showed 
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that the top perceived difficulty encountered by BC is dealing with customer care if 

something goes wrong. Many BCs feel that they can handle the operational and technical 

issues efficiently if they are frequently supervised and educated by the banks and CBCs 

(Wright, 2015).  

 Once the BCs are appointed and commence operations, the immediate and long 

term questions that arises are whether the venture taken up by BC as agents of banks are 

financially sustainable. These issues are taken up in the next section.  

3.5 Financial Viability of Business Correspondents 

BC Agents are an important link in the success of the agent banking system. It 

plays a key role in supporting the last mile customers among banks, corporate BCs, and 

technology service providers. There are numerous agent banking models implemented by 

various banks in West Bengal, especially in different districts of North Bengal, which 

provide doorstep banking services to rural clients. The most notable ones are the Kiosk 

Model and the POS Model. These models are mainly divided on the basis of technology 

and gadgets utilized by BC Agents when completing transactions. 

1. Kiosk Model 

This model is being widely adopted by corporate BCs and banks to improve 

financial inclusion services for the rural population of North Bengal. It uses a laptop or 

desktop to handle transactions together with a biometric device, Pinpad Device, Printer, 

Inverter, and Cash Counting Machine. Similarly, TCS delivers Core Banking System 

software for financial inclusion initiatives, which provides a smooth banking experience 

for BC clients. BCs running through kiosks have the potential to execute up to 200 

transactions a day with minimal time necessary to process each transaction. This model 

is mostly utilized in places where the number of clients to be serviced is large and they 
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have accounts with multiple banks. They operate from a fixed establishment which is 

setup as a rural banking outlet, and also have the potential to execute transactions from 

other places by moving on to numerous rural places. 

2. Point of Sales Model 

The POS model employs a GPRS equipped mobile set which includes biometric 

authentication and a Bluetooth enabled portable printer to execute banking transactions. 

They operate both from a fixed location and also travel to nearby villages to provide 

doorstep banking for customers. Similarly, they also conduct tea garden payments by 

forming a group of 5 to 10 BCs and traveling to the tea garden factory to enable worker 

payments where each BC may conduct transactions ranging from 80 to 120 transactions 

per day. Even though the cost connected with this model is modest compared to the kiosk 

model, it is primarily utilized in those places where the number of clients to be served is 

lower and also depends on the bank covering the sub-service area for promoting financial 

inclusion. 

3.5.1 Products and Services offered by BCs 

The products and services provided by BCs are restricted to certain items, such as: 

 Processing and submission of applications to banks for account opening 

 Cash deposits 

 Cash Withdrawal 

 Remittance 

 Facilitating recurring deposits and fixed deposits 

 Collection and preliminary processing of loan applications 

 Promotion and nurturing SHGS/Joint liability group 

 Monitoring and handholding of self-help groups or joint liability groups 

 Creating awareness about savings and other products 

 Disbursal of small value credit 

 Collection of small value deposit 
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 Recovery of principal or collection of interest 

 MGNREGA Payment 

 Processing of overdraft 

 Pradhan Mantri Jeewan Jyoti Bima Yojana (PMJJBY) 

 Pradhan Mantri Surakhsha Bima Yojana (PMSBY) 

 Atal Pension Yojana (APY) 

 Aadhaar Enabled Payment System (AEPS) 

 Immediate Payment Service (IMPS)  

 Mini statement 

 Balance enquiry 

 Recovery of NPAs 

 Passbook printing 

  The number of banking outlets managed by BCs in villages offering these services 

have increased from 34,174 in 2010 to 5,41,129 in 2019 and 12,36,809 BCs up to 

December, 2020, while during the same period, the number of urban locations covered 

by BCs in 2010 was 447, which has increased to 4,47,170 in 2019 and 3,24,345 BCs up 

to December, 2020 (RBI Annual Report, 2018 ; 2020). Even though the number of BCs 

have increased and has covered the majority of the unbanked locations, the number of 

products and services offered by the BCs are limited, which has resulted in its adoption 

among the poor and marginalised sections. The introduction of the Aadhaar enabled 

payment system has attracted educated young people to conduct transactions with 

banking agents, but it is limited to a few products and services only. Several BCs noted 

that the introduction of tailor-made products and services will boost the number of 

transactions and more customers will utilize the BC services, which will be advantageous 

to all the players engaged in the financial inclusion process. 
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3.5.2 Revenue Stream of the BCs utilizing Kiosk and POS Models 

The revenue earned by the BCs using the Kiosk and POS models comprises two 

components, i.e., fixed and variable income. The fixed income, often referred to as the 

Rural BC incentive, consists of Rs.2000 per month subject to 25 working day login and 

a minimum of 4 hours working a day, while some banks prescribe a minimum of 100 

transactions per month or the opening of a minimum 50 accounts. 

The variable income is based on the transactions conducted by the BCs. 

Customers mainly perform deposit, withdrawal, and transfer transactions at the BC outlet, 

which comprise roughly 64 percent of all their transactions, showing a substantial change 

from just opening a bank account and expanding the user base to utilization of banking 

products and services. This growth in utilization of their accounts demonstrates the 

demand expressed by rural clients. The BC Agents earn Rs.20 per account for opening a 

saving bank account with a minimum Rs.100 deposit. However, gradually, the opening 

of bank accounts has also slowed down following the launch of the PMJDY program 

since the majority of the clients have already opened a bank account. Mehrotra et al. 

(2018) have also observed that there has been a significant fall in the number of bank 

accounts opened under the PMJDY program in the rural regions and the average number 

of account opening has decreased from 150 to 20 bank accounts per month from the 

year 2015 to 2017. They also perform other activities, like the opening of a fixed deposit 

account, which generates an income of Rs.50 per deposit account.  

3.5.2.1 Commission amounts related with transactions 

The cash deposit commission ranges from the lowest Rs.2 to a maximum of Rs.12 

per transaction in the case of deposits up to Rs.20,000 transactions. Similarly, cash 

withdrawal commission varies from lowest Rs.3 to maximum Rs.20 up to Rs.20,000 

while the transfer of cash to a non-home bank branch account ranges from minimum Rs.8 
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to maximum Rs.80 per transfer up to Rs.20,000 transactions. Further, BC charges a 

minimum of Rs.3 to a maximum of Rs.15 for each transaction, up to Rs.20,000 per day 

transaction by each client in home branch transfer. In the case of IMPS transfers up to 

Rs.20,000, it gets a Rs.2.50 minimum transfer charge while Rs.50 is the maximum 

transfer cost. Further, the income of BCs utilizing Kiosk and POS models also mobilizes 

Rs.5 per PIN reset per account so that the PIN may be created for Rupay ATM cards. In 

the case of the opening of an RD account, Rs.15 per account commission is given with a 

minimum deposit of Rs.50. Similarly, they avail Rs.2 minimum and Rs.10 maximum for 

deposit in loan recovery amount. Thus, all these represent the entire commission received 

by the BCs during the year. 

 The amount of products and services offered to clients by both the Kiosk and 

POS models are restricted. Further, the transactions done by the Kiosk Model operator 

are substantially greater than the POS model, which results in larger commissions for the 

BCs operating through the Kiosk Model. The average commission earned by the BCs 

utilizing the Kiosk model is Rs.2,75,700 per annum, whereas it is Rs.1,74,513 per annum 

for the BCs using the POS model. The amount of commission generated by the Kiosk 

Model BCs is substantially greater due to the higher number of transactions done by the 

BCs, which is increased by efficient interoperability transactions and quick transaction 

processing. Table 3.3 depicts the average income earned by BCs using Kiosk Model and 

POS Model. 

   Table: 3.3 Average Income of BCs using Kiosk and POS Model 

            

    

          

   Source: Compiled from field survey data 

Income Amount per annum 

  Commission - Kiosk Model Rs.2,75,700 

   Commission - POS Model Rs.1,74,513 
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 3.5.3 Costs incurred by BCs in providing Financial Inclusion Services 

BC Agents incur capital costs and operating costs to conduct the agent banking 

business. Both the costs depend on their operational systems used to deliver financial 

inclusion services to the unbanked people in the rural regions, which has an influence on 

their total cost structure. For the purpose of this study, initially, a field survey was 

conducted where few BCs were personally met and their entire cost structure was 

provisionally determined. Later, a structured questionnaire was administered to the 

sample 320 BCs, out of which 305 valid responses were successfully gathered from the 

BCs functioning in the different districts of North Bengal. 

3.5.3.1 Capital Cost of the Kiosk Model 

Capital cost is an essential component that influences the operating capabilities of 

the BC Agents. Both banks and corporate BCs favour those BCs who have the 

competence to invest the required capital in establishing the infrastructure and 

commencing the BC operations smoothly. In the case of SBI and Bank of India, all their 

BCs operate on the Kiosk Model, which requires a large amount of capital to be 

introduced into the business, while in the case of other banks, like Uttar Banga Kshetriya 

Gramin Bank, Central Bank of India, Bangiya Gramin Vikash Bank, IDFC Bank, and 

Allahabad Bank, their BCs adopt the POS model, which requires a lower amount of initial 

capital. Similarly, there are several institutions like United Bank of India, Bank of Baroda, 

and HDFC Bank where some of their agents work either through the Kiosk model or the 

POS model.  

  After processing the capital cost data collected from the BCs using the Kiosk 

Model, it was found that the BC agents were spending Rs.30,000 to Rs.40,000 to purchase 

either a computer or a laptop. The average cost incurred by the BC agents was Rs.36,000, 

though the majority of them invested in laptops as it was more convenient to carry them 
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to different locations while providing doorstep services. Similarly, BCs paid Rs.2500 to 

Rs.3500 for biometric devices which are used to collect fingerprints of clients while 

withdrawing money from their bank accounts, and the average cost was Rs.3000 for the 

biometric devices. BCs also invested in printers where they spent Rs.6000 to 9000 and 

the average amount spent was Rs.7000 which was mainly utilized to generate transaction 

receipts and mini-statements for the customers. They also had to invest Rs.30,000 to 

Rs.60,000 in arranging furniture and fittings, and an average cost of Rs.40,000 was 

incurred by the BCs to setup the BC outlet for conducting the transactions smoothly. 

Similarly, Rs.1500 to Rs.3000 was spent on data cards and an average amount being spent 

was Rs.2000 which was utilised to have continuous accessibility to the internet 

connection so that uninterrupted services may be rendered. The amount invested in the 

Pinpad device varies from Rs.3000 to Rs.5000 with an average cost incurred of Rs.4000 

by the BCs. It is basically used for conducting debit card transactions for customers. 

Further, they have to invest Rs.15,000 to Rs.20,000 in an inverter so that regular 

electricity backup may be ensured for performing banking transactions. They also have 

to pay Rs.25,000 as a security deposit to the corporate BCs who deliver it as an e-float 

balance to the BCs. Thus, on an average, each BC adopting the Kiosk model has to incur 

Rs.1,38,000 in capital costs as an upfront investment to start the BC business. Table 3.4 

explains the average capital cost incurred by BCs in the Kiosk model. 
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              Table: 3.4 Statement showing Kiosk Model Average Capital Cost 

  Source: Compiled from field survey data 

3.5.3.2 Capital Cost in POS Model 

The capital cost spent by BCs on the POS model is substantially lower than the 

Kiosk model, since the BCs have to spend just on POS or handheld devices, which cost 

Rs.18,000 and the cost incurred on furniture and fittings is Rs.20,000 to Rs.30,000 with 

an average cost of Rs.24,000. Similarly, they have to give a security deposit of Rs.25,000 

to the corporate BCs or the base branch who offer them overdraft capacity to perform 

banking transactions. The average capital expense a BC has to incur in the POS model is 

Rs.67,000 compared to Rs.1,38,000 in the Kiosk model. Even if the capital cost spent on 

the Kiosk model is more than the POS model, most BCs choose the Kiosk model over the 

POS model. 

Table 3.5 given below explains the average capital cost incurred by BCs adopting POS 

Model.  

 

Items Rs. (p.a.) 

    Desktop/Laptop 36,000 

    Biometric Device 3,000 

    Printer 7,000 

    Furniture & Fittings 40,000 

    Data Card 2,000 

    Pinpad Device 4,000 

    Inverter 17,000 

    Cash Counting Machine 4,000 

    Security Deposit 25,000 

Total 1,38,000 
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 Table: 3.5 Statement showing POS Model Average Capital Cost per annum 

          

 

 

Source: Compiled from field study data 

3.5.3.3 Operating Costs incurred in the Kiosk Model 

The operational cost paid by BCs to conduct their agent banking business varies 

on their operating type, i.e., whether they are operating from a store utilizing a kiosk 

model or a POS model. Similarly, the location of the CSP and the Sub Service Area also 

have a dominating influence on the operational activity of the BCs. 

Those BCs using the Kiosk Model and operating from a sub service area where 

the number of customers is higher generally, incur more operating expenses as the BCs 

have to appoint staff to coordinate the activities of the customers in conducting 

transactions, updating the passbook, assisting customers to put their signatures in the 

transaction register and resolving queries and grievances raised by BC customers at the 

CSP. BCs pay them Rs.2000 to Rs.5000 pm and, on average, incur Rs.48000 per year 

depending on the location and time spent by the staff at the BC outlet. Similarly, the 

electricity bill ranges from Rs.300 to 1000 pm, with an average amount of Rs.6850 per 

annum. 

BCs also have to visit the link branch to withdraw and deposit cash, where 

the distance from the CSP to the link branch determines the number of visits the BCs 

undertake. Generally, BCs have to travel 100m to 10 km, incurring Rs.2500 to Rs.15,000 

per annum, whereas the average travelling expenditure incurred by BCs is Rs.11, 155 per 

Item Rs. (p.a.) 

POS/Biometric GPRS Mobile plus bluetooth enabled 

handheld printer 
18,000 

Furniture & Fittings 24,000 

Security Deposit 25,000 

Total 67,000 
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annum. The number of visits to the link branch is strongly impacted by the travel expenses 

of the BCs. Internet connectivity is a key aspect that influences the transaction level and 

customers footfall at the BC outlet. Those rural regions where the connectivity is 

inadequate find lower levels of customer footfall as the customers get diverted to other 

locations, whereas those areas with strong internet connections conduct large numbers of 

transactions with greater customer footfall. The BCs work either with Sim/Data Card or 

broadband connection. The internet prices paid per month vary from Rs.600 to 1000, 

while the average internet expense incurred is Rs.9,300 per year, which substantially 

impacts the operating capabilities of the BCs. 

Further, to prevent cash theft and robbery from the CSP or when visiting the link 

branches, BCs have to undergo cash insurance which costs them Rs.2,500 to 4000 per 

year depending on the banks, and the average insurance cost is Rs.3150 per annum. 

Insurance provides an essential cover against theft and robbery of BCs. Similarly, BCs 

have to pay maintenance expenses during the year so that the software and hardware stay 

completely working and any breakdown of the device may be reduced. The maintenance 

cost for the Kiosk model varies from Rs.4000 to 8000 per annum with an average annual 

maintenance cost of Rs.6,310. Similarly, BCs have to pay for stationery expenditures to 

sustain their day-to-day operations, like the purchase of registers, cartridges, pens, and 

printing paper etc., which range from Rs.800 pm to 1500 pm and the average stationery 

expenses spent by BCs are Rs.13,600 per annum. Further, rent represents one of the key 

operational expenditures and it is noticed that many BCs transfer their CSP from their 

own store to an adjacent bazar so that visibility may be enhanced, resulting in an increase 

in the number of transactions. Similarly, rent of Rs.500 to 2000 pm is incurred in the rural 

areas and, on an average, BCs spend Rs.12,100 per year. Finally, depreciation, being a 
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non-cash expenditure, is also levied on the amount of capital invested, except the security 

deposit amount, since it is reimbursed upon relinquishing the CSP business.  

Depreciation is levied at the rate of 40 percent per annum on the Written Down 

Value method on computers and software as per the provision laid down in Section 32 of 

the Income Tax Act, 1961. Similarly, depreciation at the rate of 10 percent per annum is 

levied on furniture and fittings on the WDV method and depreciation at the rate of 15 

percent per annum is levied on inverters and cash counting machines. The entire 

depreciation on the capital investment for the first year comprises Rs.21,550 for the Kiosk 

Model, which further decreased from the second year onwards due to the lower written 

down value of the assets. Thus, the total operational expenditures spent on the Kiosk 

Model for BC is Rs.1,32,015 per annum.Table 3.6 comprises the average operating 

expenses statements of BCs using the Kiosk Model. 

Table 3.6: Statement showing Average Operating Expenses of Business            

Correspondents using Kiosk Model 

         Source: Data compiled from the field survey 

 3.5.3.4 Operating Costs incurred in the POS Model 

 The operational costs incurred by BCs utilizing POS equipment are 

cheaper than the Kiosk Model. According to the data collected from the BCs, the average 

     Operating Expenses Rs. (per annum) 

     Staff Salary 48,000 

     Electricity 6,850 

     Stationery 13,600 

     Internet Charges 9,300 

     Rent 12,100 

     Maintenance charge 6,310 

     Insurance 3,150 

     Travelling  11,155 

     Depreciation of Capital Investment 21,550 

Total 1,32,015 
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staff salary paid per month ranges from Rs.2000 to 4,000 pm with an average salary being 

paid by BCs of Rs.35,500 per annum. The electricity expenses incurred by the BCs are 

Rs.200 to Rs.500 per month and the average electricity bill is Rs.4,680 per annum. 

Similarly, the expenditures incurred by BCs on stationery vary from Rs. 400 per month 

to Rs.800 per month and the average stationery expense paid is Rs.7,000 per year. Further, 

the majority of the BCs utilizing the POS model use data cards or Wi-Fi to get internet 

connections, costing Rs.400 per month to 800 per month and incurring an average internet 

cost of Rs.8,600 per year. The maintenance expenses incurred by BCs vary from Rs.500 

to 3000 per annum, with the average maintenance price being Rs.2,500 per year. 

Similarly, the BCs pay Rs.2000 to Rs.3000 per annum for insurance for safeguarding theft 

or burglary of cash either from the CSP or when withdrawing or depositing cash at the 

link branch. The majority of the BCs operate from their own shops, which minimizes 

their rent expenditures, but some of the BCs relocate their CSP to leased shops costing 

Rs.500 to 1000 per month, with an average rent of Rs. 9,500 per year. Further, a large 

number of BCs incur travelling expenses for conducting transactions in nearby villages 

and moving to and from the link bank branch for liquidity management. Finally, a 

depreciation of Rs.9,600 per annum is levied by the BCs on the capital invested by the 

BCs utilizing the POS model, excluding the security deposit amount as per the provision 

stated in section 32 of the Income Tax Act, 1961. The entire operational expenditure 

incurred in the POS model comes to Rs.86,550 per year. Table 3.7 includes Average 

Operating Expenses statements of the BCs using the POS Model. 
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Table: 3.7 Statement showing Average Operating Expenses of Business 

Correspondents using POS Model 

  Operating Expenses Rs. (per annum) 

     Staff Salary 35,500 

     Electricity 4,680 

     Stationery 7,000 

     Internet Charges 8,600 

     Rent 9,500 

     Maintenance charge 2,500 

     Insurance 2,570 

     Travelling  6,600 

     Depreciation of capital investment 9,600 

Total  86,550 

        Source: Data compiled from the field survey 

Further, the average profit made by the BCs using the Kiosk Model is Rs.1,43,685 and 

the profit earned by the BCs using the POS Model is Rs. 87,963 as shown in Table 3.8. 

        Table: 3.8 Average Income of BCs using Kiosk and POS Model  

       Source: Data compiled from the field survey 

3.5.4 Difference in Income, Expenses and Profit between Kiosk and 

POS Model 

In this section an attempt has been made to test whether the Incomes, Expenses 

and Profits between the two types of models differ significantly. Further, the operational 

expenditures, commission and profit were statistically measured using a two-sample 

independent t-test for the Kiosk model and the POS model used by BCs in their financial 

inclusion operations. 

Items Kiosk Model POS Model 

Income 2,75,700 1,74,513 

less : Operating Expenses 1,32,015 86,550 

Profit 1,43,685 87,963 
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Table 3.9 - Independent Two Sample t test Result 

Items 

Kiosk 

Model 

Mean 

Kiosk 

Model 

SD 

POS 

Model 

Mean 

POS 

Model 

SD 

Mean 

Difference 

t test 

(N=190) (N=115) t Sig. 

Operating 

Expenses 
1,32,015 5,205.31 86,550 3343.95 45,465 83.757 0.00* 

Commission 2,75,700 7,344.44 1,74,513 4463.15 1,01,187 133.526 0.00* 

Profit 1,43,685 8,117.26 87,963 5090.51 55,722 66.14 0.00* 

*Significance at 1% level 

The null hypotheses framed is as follows: 

H01 = Commission (Income) of the Kiosk model and POS model do not differ. 

H02 = Operating expenses of the Kiosk model and POS model do not differ. 

H03 = Profit of the Kiosk model and POS model do not differ. 

Since the value of the‘t’ statistics is significant at 1% level, the Null hypotheses 

was rejected and the alternative hypotheses, i.e. the income, operational expenditure, and 

profits from the Kiosk model are not equivalent to the POS model was accepted. The 

study revealed that the income, expenditure and profit from the kiosk model were greater 

than the POS model. The average operating expenses of the Kiosk Model is 1,32,015 and 

the POS Model is 86,550. The Kiosk Model Standard Deviation (SD) is 5205.31 and the 

POS Model Standard Deviation (SD) is 3343.95. The mean difference is 45.465 with t 

value of 83.757 being statistically significant at the 1 percent level of significance. Here, 

the variations in operational expenditures are primarily due to the depreciation based on 

the investment amount of the Kiosk Model, while other expenses like travel, rent, staff 

salary, maintenance charges, and stationery are greater compared to the POS model. 

  Further, the average commission being earned is Rs.2,75,700 for the Kiosk Model 

with SD being 7344.44, which signifies that there is a huge variation in the commission 

amount earned by the BCs using the Kiosk Model. Similarly, the BCs using the POS 

model average commission is Rs.1,74,513 and the SD is 4463.15 with a mean difference 
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of Rs.101,187. The amount of commission income by BCs differs substantially between 

the Kiosk and POS models. The reason is that the number of transactions that can be done 

per day is larger in the case of the Kiosk model, and their capacity to conduct on-us bank 

and off-us bank transactions is more convenient compared to POS models, and the 

interoperability service is extremely poor and restricted in POS devices, which restricts 

their transaction capabilities. 

  The average profit made by the BCs using the Kiosk Model is Rs.1,43,685 per 

annum while the profit standard deviation is 8117.26, which indicates the amount of 

variance in the profit generating capabilities of the BCs. Similarly, the average profit 

made by BCs utilizing POS is Rs.87,963 and the profit standard deviation is 5090.51.  

The profitability of the BCs varies significantly among the BC agents, as those 

BCs located in the Sub-Service Areas where the number of customers is high conduct 

more transactions, and the working hours also play a crucial role, as the kiosk operator 

conducts transactions from 10am to 4pm from Monday to Saturday compared to POS 

operators who lacks fixed timing. Further, many BCs opined that there is a lack of 

transparency in the calculation of commission and, similarly, government apathy has also 

resulted in lower commission because GST is being charged multiple times on the same 

value, starting from levying it on the customers on overall fees paid by them, and then 

again on fees paid by the different banks to their corporate BCs and then from CBCs to 

the BC. Thus, the GST imposed on the service which is intended to be tax free is charged 

several times, affecting the profitability of the BCs.  

The number of unbanked villages served by BCs in India, particularly in the 

several districts of North Bengal, has increased, though the outreach has to improve 

considering the target of 100% financial inclusion. The volume of transactions and the 

3.6 Conclusion



98 
 

amount transacted in accounts opened by the rural population have also grown 

significantly, while the number of dormant accounts has decreased. The findings also 

indicate variation in the appointment process of different banks, which contrasts sharply 

with the regulatory processes issued by the respective banks. Similarly, the monitoring 

mechanism pursued by banks to oversee the actions of BC agents have largely shifted to 

corporate BCs. They play a critical role in the successful operation of BC agents' activities 

by regularly monitoring their operations, as opposed to banks, which only visit BC outlets 

on occasion. The study also discovered that the Kiosk model is in a much better position 

than the POS model due to its operational and technical capability to conduct a large 

number of transactions on a regular basis and to conduct interoperability transactions 

smoothly without any technical glitches and problems. This translates in increased 

earnings, making the Kiosk model more appealing to BCs. Similarly, the expenditure 

incurred by BCs in both the kiosk and POS models varies significantly with kiosk model 

expenditure being higher than the POS model. Finally, the profitability of BC agents 

varies substantially, with BCs operating the Kiosk model generating more profit than BCs 

using the POS model. The viability of the BCs may be enhanced by expanding and 

introducing additional products and services in the agent banking services, as well as 

strengthening the demand and supply side aspects of the BCs. 
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4.1 Introduction 

The intention to continue as BCs of banks by the agents plays a critical role in 

furthering the government and policymakers financial inclusion agendas as the BCs 

services are the main pillars that strengthen the supply side of providing basic financial 

services. Several factors influence the BCs intention to continue their business and 

need to be investigated. BCs are entrepreneurs as their activities revolve on the pivot 

of generating income through the self-employment avenue of serving as agents for 

bank. Uzma and Pratihari (2019) also mentioned BCs as micro-level entrepreneurs that 

provide banking services to the public in both rural and urban areas. It is necessary to 

understand their intention because it has been proven that the entrepreneur’s action are 

based on their intention (Krueger et al., 2000). Entrepreneurial intention research has 

been extensively conducted in developed countries (Kautonen et al., 2011; Schwarz et 

al., 2009), and it has been discovered that understanding the factors influencing 

entrepreneurship intention is extremely important in creating a viable and successful 

entrepreneur. So much so, though attempts have been made by researchers to delve 

into how entrepreneurial intentions are shaped, no study has yet been conducted to find 

out the factors which determine the intention of BCs to carry out their income 

generating activities by providing financial services. This chapter and chapter 5 

attempts to investigate empirically the factors which significantly influence the 

intention of individual to continue as BCs. 

4.2 Intention to Continue – Meaning and Previous Research 

Intention is an individual specific tendency to perform an action or a set of 

actions. It is an action that is guided by conscious thought (Parker, 2004). Ajzen (1991) 

defines intentions as an indicator of how hard people are willing to try and how much 
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effort they expect to expend to execute the behavior.  The intention is a strong predictor 

of future behavior. “Intention,” according to Bird (1998), is the state of mind that 

guides a person's focus and behavior toward self-employment rather than 

organizational employment. According to Wu (2010), the stronger the purpose, the 

more likely an individual will perform a specific behavior, since actual behavior is 

difficult to quantify in research, it is realistic to study intentions, and it can be argued 

that entrepreneurial intention is closely linked to entrepreneurial behavior. 

Aghaei and Sokhanvar (2019) investigated the factors influencing SME 

owners’ intentions to continue operating their businesses. The study discovered that 

their continuity goal is affected by their creativity, risk attitude, informality, and debt 

positivity. 

Hung et al. (2017) analyzed the factors affecting small online vendor’s intent 

to continue engaging in business. According to the findings of the study, perceived 

profit and commitment have a positive effect on the attitudes of small vendors. 

Similarly, their mind-set and perceived behavioral influence have a significant impact 

on their intention to continue the business. 

  Kassim and Ramayah (2015) identified the risk factors that influence the 

intention to continue using internet banking. A questionnaire was administered to 413 

people using the drop-off and pick-up technique. According to the study, the factors 

influencing the decision to continue using internet banking were time loss risk, social 

risk, opportunity cost risk, and perceived usefulness.  

Al-Harrasi et al. (2014) published a comprehensive literature review on the 

factors affecting entrepreneurship intention. The study discovered that four sets of 

variables, namely, personality-traits factors, motivational factors, contextual factors, 

and personal background factors, have a significant impact on the entrepreneur's 
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intention. Several literature stated traits as the highest determinant in the business 

continuity intention and some of the personality traits that affects an entrepreneur 

intention are self-confidence, risk-taking ability, innovativeness, need for achievement 

and autonomy. Similarly, desire to earn more money and lack of job opportunities are 

the motivational factors to start a business. Cultural attitudes, social networks are the 

contextual factors that facilitate the entrepreneurial intention. Further, education level, 

family business experience and gender are the personal background factors that affects 

the business intention of an entrepreneur.  

Koe et al. (2012) investigated the factors influencing the entrepreneurial 

intentions of Malaysia millennial generation. The study discovered that knowledge, 

relations, and experience were independent variables, while social norms, attitude, 

perceived behavioral control, and personality traits were mediating variables 

influencing the entrepreneur's intention. 

Uddin and Bose (2012) attempted to create a factor shaping business students' 

entrepreneurial intentions in Bangladesh. The study discovered that the need for 

achievement, work autonomy, risk taking, business climate, locus of control, and 

education has a major effect on the entrepreneurial intentions of business students. 

Similarly, job problems have a negative impact on entrepreneurial intentions. Moriano 

et al. (2011) proposed that the determinants predicting entrepreneurial intentions vary 

by region, and local culture often influences their intention. Thus, studies at the local 

level are required to substantiate the validity and accuracy of the results.  

Mas (2009) evaluated the factors affecting branchless banking while servicing 

unbanked clients. The study concluded that the number of transactions performed per 

day by each agent is an essential measure of the project success and the number of 

active customers initiating transactions captures the regularity of their usage. Thus, the 
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rise in transactions owing to the proximity and float translates into growth in their 

profitability. George et al. (2011) also mentioned that commission is one of the key 

motivators for the BCs to continue their operations. Inadequate earnings have an 

influence on the services provided by the agents. Further, the agents may walk out of 

the business limiting the transaction point for the clients, causing a big reputational 

risk for the banks. Thus, the commission structures should be adequately set by the 

banks. Ndungu (2014) stated that strong network connections, client satisfaction, 

liquidity management, close proximity, convenient working hours and length of 

services as an agent are the main factors that affect the number of transactions 

conducted at the agent outlets, which in turn have an influence on the commission 

earned by the BCs. Ombutora and Mugambi (2013) also observed that transaction cost, 

security, float limits and commission had a considerable impact on the performance of 

the banking agent entrepreneur. 

It is evident from these studies that although several efforts have been made to 

understand entrepreneurial intention to continue the business, there is a major research 

gap where no research has been conducted empirically to identify the factors 

influencing the Business Correspondents (BCs) intention to continue their business 

though they are entrepreneurs dealing with financial services. As stated before, the 

purpose of this chapter is to fill this research gap by identifying factors influencing the 

BCs intention to continue their business. Based on participatory observational research 

with the BCs and drawing from some research findings, it was felt prudent to 

hypothesize that the key motivating factor for an individual to act as BC would be the 

earnings from commission that he/she could obtain from this entrepreneurial activity 

of providing financial services. This is because entrepreneurship in any form is based 
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on the success of income generating activities. Needless to say, the income of the BCs 

are through commission earned from executing financial transactions for their clients.  

 The quantum of earnings from commission as shown in chapter three depends 

on the different types of number and volume of transactions taken up by the BCs. The 

higher the number of various types of transaction, the greater is the earning from 

commissions. 

 Again, as the transaction is performed through Kiosks and handheld devices, 

the technical factors are inevitably expected to influence the number and volume of 

transactions. Any glitches in internet connections, computers, laptop, morpho-devices 

and handheld or POS machines can affect the smooth conduct of transactions and even 

halt the transactions. 

 Further, given the variety and methods of transaction, maintenance of liquidity 

in the form of cash and e-float plays a vital role in determining how smoothly 

transactions can be conducted. Any glitches here can reduce the number of transaction 

and the BCs need to be trained to manage them with efficiency.  

In addition to these, training in operating procedure and digital system can 

affect the efficiency of BCs in handling of services, quality of services, customer 

satisfaction and also the loyalty of the customers’ withdrawal. The more the efficiency 

gained through training, the more the number of transaction in a given time and the 

higher is the commission. 

The aforesaid aspects are addressed in depth in the following sections where 

previous studies concerning these aspects have been brought to light and corroborated 

with observation in this research. The problems as observed have been ranked on the 

basis of participatory observation research. 
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4.3 Liquidity Aspects 

4.3.1. The Operational Mechanism – Balancing Physical Cash & E- Float  

BCs are the lifeline of rural banking systems, where they provide services like 

cash deposits, cash withdrawal, transfer or remittances along with the other services 

like account opening, fixed deposits, recurring deposits, insurance and pensions, etc. 

Deposit, withdrawal and remittances represent a huge chunk of their entire banking 

transactions. Thus, liquidity is an essential feature of the entire BC operations. Here, 

liquidity means physical cash and e-float balance needed to execute cash-in and cash-

out transaction. E-float refers to the electronic balance available in the BCs account or 

wallet.  

Normally, there are two system of liquidity management approaches 

implemented by the BCs of various banks. In the first process, BCs establish a bank 

settlement account with the base branch, which is used for pursuing banking 

transactions of the customers according to the availability of balance in this account. 

BCs will accept deposit to the extent of available balance in the bank settlement 

account and the balance gets depleted when there are a large number of deposits by 

customers with the BCs. Similarly, if there are lots of withdrawals by clients, the 

physical cash of BCs gets exhausted while the bank settlement account balance 

increases. Thus, the management of transaction depends upon the availability of liquid 

cash with the BCs and balance in the bank settlement account. 

In the second process, the BCs must maintain an e-float account with the 

Corporate BC and liquid cash in hand to meet the customers demand. The e-float 

balance must be efficiently managed so that uninterrupted services can be offered to 

customers about their deposits, withdrawals and remittances etc. When a customer 

deposits cash with the BCs, an equal amount is transferred from his wallet or account 
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to that of the customers account and BCs collects liquid cash from the customers. 

Similarly, if the BCs have a low balance in e-float account and if any customers turn 

in to deposit cash, he must deny the transactions as he would not be able to move an 

equal sum of cash from his e-float account to the customer’s account. It means that the 

BCs will accept deposits only to the extent of the balance available in their e-float 

account, and when the balance in the e-float account is depleted, they must deposit 

cash in the BC settlement account to get an e-float balance, which is again a hefty task 

as the BCs have to send a message or screenshot to the CBCs following the deposit to 

their account, after which the e-float account is credited. Alternatively, he must wait 

for any withdrawal transactions so that his e-float balance increases. When a customer 

makes a cash-out transaction, i.e., withdraw money, the BCs give physical cash to the 

customer in return for an equivalent amount of e-float.  

4.3.2 Challenges in Liquidity Management 

  Kiarie and Bersudskaya (2017) opined that “float management is among the 

biggest obstacles in agent operations. Most financial providers in Africa have 

delegated the responsibility of handling the float to agents. However, agent illiquidity 

undermines customer trust in the service and poses a threat to the provider reputation.” 

Thus, liquidity plays a crucial role in effective functioning of the BCs as the amount 

of earnings from commission depends on the number of transactions performed during 

the time and any decrease in the number of transactions would have a direct impact on 

their overall commission during the month. Maurer et al. (2013) found that “agents 

should maintain sufficient liquidity to balance between e-float and physical cash such 

that if there is a demand for deposit or withdrawal, it can be efficiently met while the 

failure to do so would result in customers perceiving the service as unreliable, which 

will adversely affect the credibility of the banking agents.” 
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Depending on the volumes of cash-in or cash-out transactions of any given day, 

BCs may either become cash rich with surplus cash in hand or cash poor i.e. having 

insufficient cash to service withdrawals. When physical cash is insufficient to service 

customers withdrawals, the BCs must move to the banks where they have their account 

and withdraw cash themselves for giving it to customers in the BC outlet. Ujjawal et 

al. (2012) found that “a major issue faced by agents is that they never seem to have 

enough cash for withdrawals. Almost half of the agents surveyed reported facing a 

liquidity crunch while servicing their clients. As a result, agents are usually unable to 

serve the clients because of inadequate balance because they did not get replenished 

by the BCs on time; or simply because they did not have cash to facilitate 

withdrawals.” Medhi et al. (2009) reported that BCs need more liquid cash than the e-

float balance in rural areas because the demand for withdrawal is higher among rural 

customers. Liquidity issues pose more challenges in the rural economy as people 

typically rely on cash transactions. Similarly, Kiarie et al. (2018) found that if there is 

too much cash withdrawal, the agent accumulates more e-float balance but run out of 

physical cash, leading to a denial of transaction because when a customer withdraws 

money, the agent issue physical cash that increases the electronic money in e-float 

account but decreases physical cash in their hand. 

Furthermore, the job of rebalancing or rearranging cash or e-float is not simple 

as it seems that the BCs must travel quite a few kilometres in many cases, often by 

bicycle or two wheelers or on foot to reach the base bank branch, stand in a line to 

reach the teller counter for withdrawals or deposits and then return with cash through 

roads and lanes, which in many cases are far from being called secure. Kiarie et al. 

(2018) also found that in East Africa, a longer travel time to rebalancing locations is 

statistically associated with less frequent rebalancing. This is because agents, or their 
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staff, may have to shut shop and incur travel expenses, rebalancing fees and tips during 

the rebalancing process.  

Kolloju (2014) expressed that handling of large amount of cash is risky for the 

BCs especially in those regions where the terrain is difficult and there exist a weak 

connectivity. In case of unpredictable fluctuations in client demand, it is the distance 

parameters that play a significant role in servicing the clients quickly. BCs located 

within the short distance can visit the link branch and deposit cash in the BC settlement 

account or withdraw cash frequently according to their requirements, while those BCs 

located at a distant location i.e. more than 5 km, find it difficult to travel frequently 

due to time and cost constraints. Further, during this rebalancing activity, the customer 

service points need to be temporarily closed if he does not have a competent assistant. 

Mehrotra et al. (2018) also reported that nearly 81 percent of agents travel always or 

often to rebalance the cash of e-float and for 91 percent of those agents, the bank is the 

principal rebalancing points other being ATMs, etc. Similarly, several agents shut their 

store to arrange liquidity from the base branch and they experience delay at the 

rebalancing point that contributes toward a reduction in their transaction, thus, 

hampering their profitability. 

Mehrotra and George (2015) estimated that nearly 33 percent of the agents 

denied transactions because of the liquidity problem and the frequency of traveling to 

banks due to rebalancing of cash was much higher in India compared to many other 

countries such as Kenya, Bangladesh, Pakistan, Tanzania, Nigeria, Uganda and 

Indonesia. The BCs travel approximately 6.6 km on an average for re-balancing liquid 

cash or e-float. The average time taken for re-balancing is about 26 min, which is due 

to a long line in banks and BCs hardly receive any special attention in most banks. 

Temporary closures lead to increased waiting time for customers and inflate their 
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frustration. Disgruntled customers will desist from making more transactions through 

the BCs in future, leading to the loss of commission for the BCs. 

Considering the fact, that the onus to arrange liquidity lies with the BCs, it is 

often found that a large number of BC often resort to borrowing from friends, relatives 

or local money lenders for funding the e-float or liquid cash. These finances do not 

come cheap and interest rates vary from 20 to 50 percent per annum. In certain 

instances, the base bank branch and the Corporate BCs provide overdraft facilities or 

sanction loans to the BCs, where a fixed sum including interest is deducted every 

month as a repayment of loan from the commission received by the BCs. Thus, the 

amount of transactions to be done primarily depends on the availability of liquidity, 

which is an important aspect in generating commission for the BCs. Flaming et al. 

(2011) found that the liquidity amount and the frequency of rebalancing are related to 

each other. It shows that the rebalancing frequency is determined by the working 

capital amount, cash in cash out transaction balance and capital in the hands of the 

agents. Liquidity cost largely impact the agent market, rendering it unattractive and 

unprofitable.  

Frydrych (2019) conducted a study on liquidity management of agents in 

Democratic Republic of Congo and found that both provider and agents must prioritize 

liquidity management to flourish their business. It is especially important in that 

region, where basic banking infrastructure, connectivity and security are lacking. Poor 

access to liquidity is the primary reason behind the lower activity and customer 

dissatisfaction in the region. Gupta et al. (2020) also examined the influence of 

COVID- 19 pandemic on BCs agents in providing banking services to the last mile 

customers residing in far-flung areas. The study found that banks and Corporate BCs 

should provide liquidity support in the form of an extended OD or loan amount. 
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Similarly, incentives, non-touch verification procedures, grievance resolution support, 

appropriate insurance coverage and physical protection should be provided to the BCs 

in order to ensure a higher level of financial inclusion across the country. 

The salient problems which have been identified from the above discussion is 

given below:  

Problems Author/s 

 Disruption in availability of 

liquid cash and e-float money 

Kiarie & Bersudskaya (2017);  

Maurer et al (2013); Ujjawal et al (2012) 

 Unpredictable fluctuations in 

demand for cash 

Kiarie et al (2018) 

 Denial of transactions due to 

liquidity crunch 

Pandey & Wright (2015); Kiarie et al 

(2018) 

 Security risk in handling cash Kolloju (2014) 

 Liquidity rebalancing and remote 

locational issues 

Mehrotra et al (2018); Kolloju (2014) 

 Limited support from Corporate 

BCs and Banks 

Gupta et al (2020) 

Problems identified through Observational Research: 

Problems Ranked 

 Limit on transaction amount per customers 1 

 Time required to deposit and withdraw cash from branch 

by the BCs 

2 

 Distance between the base branch and CSP 3 

 

4.4 Commission Aspects 

The average amount of commission generated through transaction by BCs have 

been elaborated in Chapter 3. This section further elaborate different aspects related to 

earning from commission. 
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Though very few studies have been conducted to research on commission 

aspects of BC agents, yet it has been claimed that factors such as liquidity, technology 

and training play a crucial role in enhancing commission. Amit (2018) investigated the 

prospects and challenges of Agent Banking in Bangladesh through focus group 

interviews with RMG workers, bank officials and agents. The research concluded that 

lack of incentives and commitment of bank workers are the hindering factors. 

According to Roy (2017), certain challenges in branchless banking, such as lower 

income, sub-optimal transaction commissions, lower incentives to manage low-value 

transactions, insufficient training and monitoring, transaction failure, and a lack of 

financial literacy and knowledge, are limiting and curtailing branchless banking's 

growth in India. Uddin and Sultana (2019) conducted study to analyze the potential of 

agent banking in Bangladesh. According to the study, the number of agents providing 

banking services to the rural population has increased dramatically, resulting in 

increased financial inclusion, rapid and efficient transaction mechanisms, remittance 

channeling, and cost effectiveness. However, there are several hindrances which are 

functioning as a barrier to the expansion of the agent banking industry, like restricted 

transactions, poor training and technological shortcomings. These issues impact the 

transaction number, resulting in an influence on the earning potential of the agents. 

Similarly, Flaming et al. (2011) found that the agents profitability is highly sensitive 

to disruption of services, especially in case of dedicated agents with money, staff and 

rented space. The agents incur expense for these services even though there is service 

downtime leading to downturn in their revenue. Agents in India, Brazil and Kenya 

have stated that unreliable network causes the stoppage of transactions resulting in 

decrease of revenue for the business correspondents. It is important that the technology 

works continuously and there is a regular support from TSPs to the BCs so that stable 
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income can be managed, commission structures be rationalized, and regular support 

and monitoring be conducted to address the barriers to BCs development. Patel et al. 

(2018) concluded that the commission obtained by the agents was insufficient to meet 

their expenditures, showing a common displeasure with the amount of commission 

earned. The structure of commission payment and their time vary significantly and are 

non-standardized. Moreover, they do not earn any fee for non-financial transactional 

activities like balance inquiries, PIN resets, addressing customers' complaints and mini 

statements. Similarly, the emergence of new players using Aadhaar enabled payment 

system is also affecting their commission. Thus, there is a need to reassess the 

incentives for both financial and non-financial transactional services so that they can 

operate the agent business smoothly. 

Kapoor and Shivshankar (2012) conducted a study to understand the 

opportunities available to Business Correspondents industry in India. The study 

revealed that BCs may achieve fundamental economic viability and earn adequate 

return to be viable in the long run. About 27 percent of BCs believed that the fees 

earned for customers’ acquisitions are good, while 45 percent of BCs stated that the 

overall commission for transactions is inadequate. Further, it was observed that if 

appropriate support is provided by banks to BCs, then they might attain sustainability. 

The banks might strengthen the support by increasing their commission, quick 

payment of their commission, regular training, expansion of the range of products 

offered and supporting marketing efforts which would lead towards the growth of their 

business. There is also a need to pay the commission regularly without any delays and 

provide statements to the BCs every month. Kochar (2016) analysed the financial 

sustainability of BCs through the various measures undertaken by the government to 

assure the profitability of the agents. It focuses on the commission elements, which are 
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typically dependent on the transactions. Further, to boost their earning potential, 

methods such as welfare payments and other transfers to household savings bank 

accounts were established so that the local agents might receive a monthly fee on such 

transactions. This ensures revenue for BCs functioning even in those places where the 

financial transaction needs could be minimal. Geographical mapping has also 

established a feasible market size for each BC. Thus, the frequent transactions from 

welfare payments coupled with other transactions raises their commission, which 

generates incentives for the BCs to maintain their operation. Grameen Foundation and 

Enclude (2013) also undertook research to build a sustainable BCs Model which might 

finally result in the accomplishment of financial inclusion. The study concluded that 

in order to attain sustainability, there has to be a focus on growing their outreach along 

with extending their services through an array of products. Similarly, an anchor 

product should be selected that may deliver a substantial chunk of income for the BCs 

together with a reliable technological platform. Further, non-financial items may be 

offered so that their income may be supplemented, which would lead towards a rise in 

their profits owing to the larger commission gained from the numerous financial and 

non-financial items and services. 

Ndungu and Wako (2015) opined that agency-banking outlets have built a new 

business segment for banks and have dramatically improved profitability due to a rise 

in transaction volumes. According to Alehegn (2020), BC Agents give supplementary 

services to the branches where the customers undertaking lower value transactions are 

redirected to the banking agents, minimizing the rush in the bank branches. It also 

expands the reach of additional clients in different regions because the cost of servicing 

poor clients is expensive for bank branches due to the limited number of transactions, 

whereas the cost is lower for BC Agents due to the lower set up and operating costs, 
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making it convenient for rural customers to access services on a regular basis and 

conduct more transactions. Thus, extended operating hours, cheaper transaction costs, 

shorter waits in the outlet and easy accessibility makes it comfortable for the majority 

of the rural populations to get regular formal financial services, resulting in an 

increased number of transactions which translates into higher commission for the BCs. 

According to SIDBI (2014), the sustainability of BCs depends to a very larger extent 

on the amount of commission received by the BCs, which again depends on the 

number of transactions conducted at the BCs point. The number of transactions could 

be increased if Corporate BCs and banks take the following steps: broadening the 

product basket by adding thirty-party financial products, promoting a mass awareness 

campaign, a liquidity management system, regular training and a consistent and robust 

technological platform. These would boost the profitability of all the stakeholders 

involved in the BC model. 

It has also been found through participatory observation research that 

commissions are not paid regularly by banks and corporate BCs, which affects the BCs 

working capital requirements, rendering them vulnerable to transaction rejection. 

According to PWC (2015), commission should be paid to BCs regularly and on time 

so that adequate liquidity can be arranged for operating CSPs. The fees charged by 

Corporate BCs lacks transparency, causing frustration among the BCs, which in many 

cases leads to the collection of unauthorized charges from customers. Corporate BCs 

should ensure that the commission charged to BC agents is correct, and regulatory 

adjustments could be made to expand the number of products and services available 

to customers, so that an increase in products and services increases transactions, 

resulting in increased revenue for the company. The BCs are also becoming 

increasingly concerned about the increased competition because of other digital 
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payment options available near CSP. As a result, all stakeholders must work together 

to raise BCs commission and ensure their long-term viability. 

The salient problems which can be identified from the above discussions are given 

below:  

Problems Author/s 

 Delay in payment of commission SIDBI (2014) 

 Issue of transparency in calculation of 

commission 
Shukla (2015) 

 Limited product and services have 

affected the commission 
Kumar & Balasubramanian (2014) 

Problems identified through Observational Research: 

Problems Ranked 

 Increased in number of BCs have impacted commission 1 

 Limited awareness regarding BC activities have impacted 

the transaction 
2 

 

4.5 Technical Aspects 

  Technology is an important dimension in smooth functioning of Business 

Correspondent Model. It facilitates the transactions between the banking service 

provider and its customers at the BC point. Shukla (2015) investigated the supply-side 

status of Business Correspondent Industry in India. The study found that nearly 73 

percent of the BCs were using Kiosk Model and 55 percent of them were doing it via 

POS (Point of Sales) device. There was a tremendous increase in technology option of 

BCs with Kiosk-based model having both rural and urban spread maintaining a steady 

flow of business. BCs of rural areas could achieve better business volumes as 

compared to their counterparts in urban areas. They also reported that the degree of 

technology integration was a deciding factor with a higher level of integration resulting 
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in the use of multiple transactions, while the lower level of integration leads to fewer 

transaction avenues for the customers, thereby raising the possibility of account 

dormancy.  

Aduda et al. (2013) analyzed the relationship between agency banking and 

financial performance of commercial banks in Kenya. They observed that agent 

banking network has been a technological innovation from a supply side perspective 

offering a low-cost technological infrastructure to ensure microfinance accessibility in 

a more cost-effective way compared to other alternatives. Further, from a demand-side 

viewpoint agency network creates social innovation offering easy exposure to the 

deprived segment even in a remote area where brick and mortar branches do not 

normally cover. Thus, the adoption of agency banking has resulted into an increase in 

revenue for the commercial banks by decreasing their cost in serving people with a 

low income and marginalised segment of the population.  

The Technology Service Providers (TSPs) act as an important support in 

smooth facilitation of banking transactions processed via handheld devices and Kiosk 

Model. BCs have a settlement account with the connect branch, where cash is 

deposited and the available balance is used for handling the customer transaction, once 

the balance reduces to zero, BCs cannot accept further deposit from the customers 

instead BCs must deposit money in the settlement account or must wait for further 

withdrawal from the customers, so that they can continue the transaction. 

The entire process is handled by the TSPs at the back end i.e., if a customer 

wants to deposit money at BC outlet, the TSPs verify that the BCs have enough funds 

in his or her bank settlement account so that when the customer deposit money to BCs, 

an equal sum get deducted from the BC settlement account and the same balance gets 

transferred to the depositors account. Similarly, when the customers withdraw money 
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from the BC, an equal amount is transferred to the BC settlement account from the 

customers account in exchange of the withdrawal amount. Thus, the entire interaction 

between the three parties i.e. banks, BCs and customers is immediately cleared in real 

time ensuring a secure atmosphere for all parties involved with zero additional 

settlement risk and thus TSP is  providing important services in keeping the BC model 

functional. 

Some impediments are causing challenges in upscaling the model. Many 

challenges are faced by the BCs when delivering services, which range around the 

technical issues. These issues are not only prevalent in India, but also in other countries 

as brought out by several researchers. Genga et al. (2018) conducted a study in ANA 

countries in which they tried calculating the risk in Agent Network. They found that 

“technological risk threatens assets and processes critical to the success of an agency 

business.” The main metrics used to monitor and measure the technical risk include – 

the frequency and severity of downtime at the BC points and the number of customers 

experiencing downtime. According to the survey, nearly 57 percent of BCs registered 

service downtime in Bangladesh; 50 percent in Indonesia; 33 percent in Pakistan; 36 

percent in Kenya and 32 percent in Tanzania. Thus, there is a strong message that 

much of the agency sector is failing continuously due to the inadequate facilities and 

insufficient advance notice before the service downtime. Hence, the BCs should be 

given high-quality and efficient financial services that will lead to confidence building 

and continuous usage, resulting in an increase of transaction in BCs business.  

Bhat et al. (2021) examined the challenges faced by the BCs during the Covid 

crisis in India.  The research reveals that in April 2020, 39% of AePS transactions 

failed, increasing concerns about the infrastructure capability of intermediary 
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providers. Other factors contributing to the drop in transactions included biometric 

mismatches, inadequate balances, and liquidity management. 

SIDBI (2014) also conducted a study on Business Correspondent Model in 

Bihar where they tried to understand the factor acting as a constraint in the uptake of 

the model. The main constraint found was restricted GPRS connectivity i.e. in the 

majority of the rural villages there is a lack of internet connectivity due to which 

uploading and downloading of data is affected. Further, TSPs are not providing field 

support to deal with the technical complaints relating to the POS machines and are 

mostly managed by the untrained staffs who are often unable to address the problem 

while in many cases the complaints are not at all handled unless a higher level 

intervention is made by the banks. Similarly, there are some TSPs operating in Bihar 

that are still grappling with the migration problem i.e. from the conventional offline 

mode to the new online mode of transaction. It has also been found that handheld 

computer or POS systems fails to recognize the fingerprints of the customers 

frequently and is cited as the most popular technical problem of BCs. Microsave 

(2014) also opined that the network connectivity is weak in some of the rural areas due 

to which transactions failed and the situation gets more complicated when there is a 

least support provided by Technology Service Providers (TSPs) in redressing the 

technical difficulties encountered while servicing the clients. 

As observed during participatory observational research, BCs allow initial 

investment in purchase peripherals such as Laptop, laptops, POS Machine, Morpho 

machines, Printer, and UPS etc. to follow the banking transactions. Since, the BC 

model is a technologically driven model, which relies on the internet connectivity in 

the area, lack of connectivity or poor network poses a major challenge for its smooth 

functioning in the rural and hilly region (PWC, 2015). It is also observed that the 
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transaction through the handheld devices takes more time compared to kiosk model 

causing difficulties for the BCs during the peak hour when there is a rush and a big 

queue especially during the large scale payment i.e. to tea garden worker, MGNREGA, 

Pension and other social security schemes. Further, there is often a service downtime 

while servicing the customers and it often takes a long time to restore the link and there 

is little assistance from the TSPs during the link outage resulting into a loss of 

customers lowering the reputation of the BCs. Similar observations were made by 

Mehrotra and George (2015) in an Agent Network Accelerator Survey in India found 

that inadequate services due to a service downtime is affecting the earning potential of 

the BCs. They estimated that approximately 32 percent of the agents faced service 

downtime when performing the transaction. Similarly, the agent recorded an average 

of eight service downtime per month with a median of two hours during the 

occurrence. Further, they found that the agents have to deny at least two transaction 

per downtime which resulted in four percent of total monthly transaction and nearly 

77 percent of the agents indicated that they did not receive prior warning of service 

downtime during the majority of the instances thus resulting into a decrease in their 

earning. 

Similar problems were also found by Kumar & Balasubramanian (2014) in 

which they stated that there are many BCs complaining about the technology offered 

by the Corporate BCs. Customers complained about the unpredictable connection 

failure leading to the loss of time and losing the confidence in the BCs. According to 

Wright et al. (2013), few BCs do not have daily services in rural areas due to frequent 

machine downtime, trust issues, and a lack of liquidity, which affects both the banks 

and BCs reputations. Further, BCs approach technology service providers to redress 
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their grievances, but they also fail to respond, resulting in denial of transactions to the 

customers. 

Pandey & Wright (2015) undertook a study to link the dots between risk, 

consumer security and financial capacity in perspective of the BCs customers. The 

study found that the technology remains the top risk of the agents. There is a lack of 

confidence in the digital financial services arising from the regular server downtime 

including bank server downtime, service provider network downtime, internet failure, 

agent inability to represent the customers with an assertion that “the machine is down”. 

Similarly, disrupted transaction occurring due to the multiple technical difficulty 

leading to the incomplete transaction and lack of confirmation message or transaction 

slip creates anxiety among the customers. All these issues result in the confidence 

deficit in the framework that shows that customers’ perception of banking are still 

focussed on brick and mortar branches. 

The fact that the BCs can provide banking services to the customers of various 

banks opened up new avenues in enhancing BCs commission as earlier they were 

catering only the home bank customers restricting their earning capacity, but after the 

RBI (2012) circular, interoperability was permitted at the point of customer interface 

provided that the technology available with the bank supports it. Interoperability 

means that the BCs will offer banking services to both on-us (home bank) and off-us 

(non-home bank) customers, making it easy to the target population having account 

with the various banks to access banking services at their doorstep. There are four 

levels of interoperability i.e. (i) Peer to Peer Interoperability – The individual 

institution connect one on one through individual connections; (ii) Agent 

Interoperability – Agents may operate transactions between providers; (iii) Merchant 

Interoperability –  Merchants may accept payment from any provider; and (v) Full 
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System Interoperability – Financial institutions connect to a common platform thereby 

facilitating transactions. Even though the regulatory structure was there in the domain 

but in reality it was observed with all BCs in the sample that interoperability was 

absolutely slow due to the necessary improvements in the technology of the banks 

making it cumbersome for customers to avail the services conveniently. Similarly, 

many of the CBCs cautioned their BCs not to undertake non-home bank transactions 

due to the amount getting blocked in the FI server, which takes up to a week to get 

resolved. Nanjero et al. (2017) opined that interoperability facilitates an effective 

payment mechanism in which real time micropayments are made and cleared between 

any account and wallet that meets KYC requirements. Similarly, it promotes a cash-

free environment, reliable payment system, increased customer convenience, 

improved productivity and financial inclusion. George et al. (2016) observed that the 

banks have not completely embraced interoperability at the BC point as TSPs feels 

that there may be a security breach and further there is a lack of clarification about the 

interoperability market which is slowing the adoption of interoperability. Though, 

there are few banks like SBI who have tied up with TCS to provide technical support 

for the BCs wherein full-fledged interoperability is functional but other banks like 

CBI, UBKGB and UBI has still directed their BCs not to follow non-home bank 

transaction regularly as the money could get stuck in the FI server during the process 

of transfer. Thus, interoperability should be smoothly implemented by various banks 

so that the capacity of BCs can be enhanced. Also an increase in customer transaction 

will result in the continuity of their business leading to higher earning for all the 

stakeholders concerned.  
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The salient problem which have been identified from the above discussion are 

given below:  

Problems Authors/s 

 Lack of connectivity or poor network PWC (2015) 

 Service downtime or unpredictable 

connection failure 
Mehrotra et al (2018) 

 Interoperability problems George et al (2016) 

 Limited field support by Technology 

Service Providers (TPSs) 
Microsave (2014) 

 Fingerprints identification failures SIDBI (2014) 

 Non-delivery of transaction 

confirmation messages 

 

Pandey & Wright (2015) 

Problems identified through Observational Research: 

Problems Ranked 

 Passbook updation facility is provided at CSP 
1 

 Corporate BCs immediately redressed the transaction 

failure issues 

 

2 

 

4.6 Training Aspects 

Training is an important aspect in agent banking services that ensures a 

consistent and quality services leading to a better customer experience in both rural 

and urban areas. The role undertaken by BCs is similar to skills needed for operating 

the brick and mortar bank branches. Often, a person who joins as Business 

Correspondents are generally from the non-banking sector having low financial 

literacy and proficiency regarding the banking practices. Therefore, it becomes crucial 

that they are given basic and advanced training with a graded system of 

certification (CRFIM, 2017). BCs being the face of the banks reflect the banks 

goodwill and any deviation in their services or incident of fraud would lead to distrust 
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and fall in brand image of the banks. Training is the pillar that builds trust and increase 

the expertise of agents, which results in ensuring an error-free transaction, pro-active 

fraud prevention, uniform customer experience and compliances.  BCs are required to 

take BC Certification courses from the IIBF at the time of their appointment. The study 

conducted by Wright (2015) found that training is delivered to a much smaller 

proportion of agents. Nearly 59% of agents are trained in India, while the proportion 

of training in Pakistan is 62%, Bangladesh 68%, Kenya 92%, Uganda 94% and 

Tanzania 79%. Furthermore, it was also found that of 59% trained agents in India, it 

was only 61% of the agents being undergone refreshers training and have received 

refreshers training only once. The survey found that the greatest perceived challenges 

for the agents is “to deal with customer service when something goes wrong.”  

Ahimbisibwe et al. (2018) identified four characteristics for adequate training 

to BCs including “training participants” where all the staff of the Corporate BCs and 

banks must be trained so that they can help the BCs whenever the need arises. Second, 

the training material should be divided into technological and theoretical aspects where 

the BCs should get an opportunity to conduct hands on transactions. Thirdly, venue 

for providing training is critical due to the expense and time factor added to it. The 

CBCs should provide refresher training on site during their service visits and fourthly, 

the facilitators for Agents training and support should properly strategize whether to 

outsource or perform in-house training based on the internal capability of the 

providers. It has been observed that Agents who undergo both training and visit in the 

outlet work more professionally and their performance is reflected in the services 

rendered by them.  

 Nisha et al. (2020) found that agent banking was contributing effectively in 

financial deepening across the unbanked region in Bangladesh, but some service 
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problems were being faced by agents, banks and customers concerning agent banking 

services and recommended that bank should train agents regularly. The agents should 

be given training on system authentication, record verifications, auto-reversal features 

for missing transactions and the mechanism to manage time out features and error 

processing so that process services can be provided to customers resulting in more 

coverage and improved earning of the agents.  

Similarly, APMAS (2012) recorded that TSPs can conduct 2 to 3 days' training 

program for the BCs at headquarter regarding the usage of tool kits such as POS 

machine, Morpho-device, Web cam, printing of vouchers, Internet connection and 

usage of debit card. The technological aspects of training will help the BC encounter 

problems occurred during the transaction. Further, the frequency of training varies 

greatly from banks to Corporate BCs and many have opined that there is no set 

schedule of training. 

Trained BCs are supposed to know more about the products and services that 

would be critical when delivering services to the client as they can recommend the 

right products and services and conduct more transactions in the business contributing 

towards an increase in sales of the BCs. Mehrotra et al. (2018) conducted a report on 

3048 BCs operating in India, where they found that approximately 55 percent BCs 

were from rural areas, 25 percent from urban areas and the remaining 20 percent from 

metros. The study showed that the BCs induction training and refresher training has 

been institutionalized and is delivered during the first 3 months of their joining. 

Further, 54 percent of the agents received instruction from the base bank branch, while 

47 percent of them received it from the Corporate BCs. It was further stated that BCs 

undergoing Induction training performs two more regular transactions compared to 

those who did not received such training. Similarly, those BCs undergoing refresher 
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training performed 12 more regular transactions leading to a rise in commission. The 

study also stated that there are few areas where the BCs must be provided further 

training, such as using transactional equipment, processing transaction according to 

guidelines, using a platform for transactions, conveying terms and condition of the 

BCs, teaching customers and handling of documents (APMAS, 2012). However, many 

BCs face difficulty in handling technological glitches, liquidity challenges, and 

customer queries, which often lead to denial of transactions. Though many of the BCs 

are supported by the corporate BCs in resolving their problems, few others try to 

resolve them through their counterparts. Hence, training in handling these issues can 

be a value addition for the efficacy of the agent banking system. 

Training is important for adequate consumer acquisition and their use. It 

ensures compliance with the regulation and reduces fraudulent activities in the system, 

resulting in higher confidence among the customers. Shukla (2015) found that 

Corporate BCs do not have a pattern for agent training. Nearly, 54 percent of the 

Corporate BCs offer training to BCs once new products are launched. Similarly, they 

announced that 38 percent of their agents have been trained twice since their joining. 

Even though, some agents are undergoing induction training, however, these members 

do not reflect training standard and its effectiveness. According to Kiarie and 

Bersudskaya (2017) agents should be recruited from strategic locations, minimum 

capital should be provided to boost liquidity, non-performing agents should be 

deactivated, module-based training should be provided to increase agent awareness, 

network connectivity should be improved, and agents should be monitored regularly. 

PWC (2015) conducted a study on BC model of Bihar, where the study found 

that nearly 35 percent of BCs mentioned that there is no fixed schedule of training 

while 40 percent of BCs opined that training happens once in 4 months, while another 
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12 percent mention that training happens once in a 6-month which clearly narrates the 

disparity faced by the BCs regarding training. Further, 77 percent of BCs interviewed 

opined that the training helped them in handling day-to-day operations. Similarly, BCs 

in both urban and rural areas stated that they obtained training on procedure to open 

account, checking KYC records, resolving technical problems, inspire customers to do 

savings, quantify commission and persuade customers to open account. Thus, it was 

proposed that frequent training was important to keep them motivated and minimize 

attrition. It is also important that they are well trained as they are the first point of 

contract for banking activities for rural customers who have visited brick and mortar 

branch. 

George et al. (2016) found that BCs are not able to abandon their CSPs to 

undergo formal training due to opportunity cost and time factor. They suggested that 

an incentive scheme can be explored in which the BCs can be compensated for skill 

learning and transaction capability through training. Further, these researches 

attempted to explore various ideas that can revolutionize the financial inclusion 

landscape of India. One of the methods followed was educating both the BCs and field 

officers of banks and Corporate BCs. The study indicated that the BCs should be given 

appropriate training materials to facilitate self-learning, which is backed by iterative 

testing and agents’ certifications. Further, the BC training should be assisted with 

IVRS-based systems so that clarification can be given. Similarly, banks accredited 

training should be made mandatory under which the training can be standardized by 

industry association. Further, multi-tier training can be offered to the BCs and those 

undertaking this higher training can offer more products and services to customers, 

thus increasing the commission of the BCs.  
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Patel et al. (2018) conducted a study on the Agent Network of Congo to clarify 

the factors that facilitate or impede the performance of this model and provide 

guidance on improving the operational management of the agent network. The study 

found that agent recruiting and on-boarding, agent preparation and on-ground support, 

agent equipment, enforcement, agent feasibility, investment service efficiency, 

compensation, compliance and risk management are the factors that decide the 

operational performance. Similarly, it was found that CBCs and banks have not yet 

executed formalized and structured training programme. Further, the agents are not 

well qualified to conduct non-essential tasks and inconsistent field quality agents are 

also decreasing the quality services. Kapoor & Shivshankar (2012) indicated that most 

CBCs felt that they were not getting sufficient support and participation from banks in 

selection and training of agents. Similarly, the banks were not providing the requisite 

funding for the training of the agents. Even though RBI regulation specifies that it is 

the bank obligation for the conduct of the agents, there is still limited interest in these 

main aspects of developing the agents. Further, the researcher recommends that agents 

should be chosen carefully to ensure trust and convenience, regular training be given 

and full cooperation be extended for the overall development of BCs.  

Tiwari and Srivastava (2017) opined that training helps the agents in being 

more compliant and trustworthy. Furthermore, agent enforcement improves an outlet's 

appearance; agents who display tariff sheets gain customers' trust, and agents who 

display agent certificates gain customers' trust due to clarity. Similarly, a compliant 

agent will meet the network manager's recommendations for liquidity management, 

ensuring minimum transaction denial and becoming more proactive in addressing 

customer complaints. Agents who receive training shortly after starting their business 

perform at least 20% more transactions per day than those who do not receive training. 
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Similarly, compared to their untrained counterparts, qualified agents in Senegal and 

Uganda executed 33% and 10% more transactions per day, respectively, raising their 

commission significantly. 

The salient problems which can be identified from the above discussion are given 

below: 

Problems Author/s 

 Fixed schedule training issues PWC (2015) 

 Limited training on activities and 

terms and condition. 
APMAS (2012) 

 Training on handling customer 

queries 
Ahimbisibwe et al (2018) 

 Limited orientation and refresher 

training 
Platt & Tiwari (2012) 

 

Problems identified through Observational Research: 

Problems Ranked 

Issues regarding training to BCs for handling of liquidity  1 

Lack of financial literacy training  2 

It is evident from the discussion made in the previous sections that system and 

problems of commissions of the agents, management of liquidity, technical operations 

and training of agents do have a bearing on how BCAs worked. A number of problem 

have been identified from the view point of previous researches and corroborated with 

rankings from participatory observational research. It would therefore be prudent to 

explore empirically whether causal relationships exist between these aspects and 

whether they determine the intention of BCAs to continue their operations. For this 

purpose exploratory factor analysis, confirmatory factor analysis and structural 

equation model has been used. 
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4.7 Exploratory Factor Analysis 

Factor Analysis is an interdependence technique where the association among 

the variables is defined and grouped into a highly interrelated collection of variable 

known as factors. It is implemented when there are a large number of variables under 

the analysis. Factor analysis helps to summarize the data so that the trend and 

relationship can be easily interpreted (Child, 2006). The core argument behind the 

application of exploratory factor analysis is that it helps to build a construct using 

different items and effectively contributes in creating instruments and validation of a 

questionnaire (Davis, 2016). 

Exploratory Factor Analysis has been first used in our analysis as there are a 

large number of variables that have been identified both from the current literature and 

observational research with the BCs. This technique will help to identify the major 

factors that are assumed to affect the intention of the BCs to proceed with their existing 

activities in the long term. EFA is conducted to classify the inter-correlation among a 

large number of variables and identified factors summing the number of variables that 

are highly correlated with each other. The aim of using factor analysis is to condense 

a large number of variables into a small collection of factors without losing any more 

information contained in the variables (Hair et al., 2010). In exploratory factor analysis 

(EFA), the researcher's expectation does not affect the analysis about the number of 

constructs as they have little control over the variables. It also helps the researcher to 

specify the unit of analysis, summarize the data or reduce it and select the variables 

and use its result with other multivariate techniques. Similarly, the basic assumption 

undertaken in factor analysis is that there exist some relationship between the sets of 

variables and it is the researcher who ensure that the pattern observed are conceptually 
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valid to study exploratory factor analysis. It also ensures that the sample is 

homogenous in the underlying factor structure.  

4.7.1 Items Description 

To measure the various aspects of Business Correspondents (BCs) intention to 

continue in the trade, an extensive literature survey was done. Further, field 

observation, expert opinion and interaction with bank officials along with corporate 

BCs and customers were undertaken, which led to the generation of 45 statements.  

Out of these statements, 32 statements were taken from earlier studies carried out by 

researchers and 13 new statements were generated from the participatory observational 

research and interviews with BCs and bankers.  

Table 4.1: Observable Variables which determine Business Correspondents 

Intention to Continue their Business – Previous Studies 

Constructs Label of 

Variable 

Observable Variable Source 

LIQUIDITY 

LIQA1 

I have adequate liquid cash 

and e-float for maintaining 

liquidity 

(Mehrotra, A., Tiwari,A., 

Karthick,M.P., Khanne,M., 

& Khanna, 2018; Ujjawal, 

A., Champatiray, A., 

Sadhu, S., Mendiratta, 

2012) 

LIQA2 

I have resources to arrange 

cash and e-float when 

required 

(Mehrotra,A & George, 

2015) 

LIQA3 

There are often big gaps 

between deposit and 

withdrawal of cash 

(Abrol, 2018; Afande & 

Mbugua, 2015) 

LIQA4 

There is predictable 

fluctuation in client demand 

for cash 

(Kiarie, Odongo, & 

Bersudskaya, 2018) 
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LIQA5 

There is cash and e-float 

support from Corporate 

BCs 

(Mehrotra,A & George, 

2015) 

LIQA6 
I am not losing customers 

trust due to liquidity issue 
(SIDBI, 2014) 

LIQA7 

I do not have to deny 

transaction due to liquidity 

issue 

(Harsh Pandey & Wright, 

2015; Kiarie et al., 2018) 

LIQA8 

There is no security risk in 

handling large amount of 

cash 

(FICCI, 2013; Kolloju, 

2014) 

TECHNICAL 

TECA1 

There are no technical 

difficulties for carrying out 

transactions 

(Cracknell, 2017; Ujjawal, 

A., Champatiray, A., 

Sadhu, S., Mendiratta, 

2012) 

TECA2 
There is a good internet 

connectivity 

(Microsave, 2014; PwC, 

2015) 

TECA3 

It does not take more time 

to process single 

transaction of other banks 

(George, Bhat, & Gupta, 

2016; Mehrotra, A., 

Tiwari,A., Karthick,M.P., 

Khanne,M., & Khanna, 

2018) 

TECA4 

There is no service 

downtime due to server 

problem 

(Harsh Pandey & Wright, 

2015; Mehrotra, A., 

Tiwari,A., Karthick,M.P., 

Khanne,M., & Khanna, 

2018) 

TECA5 

There is no failure in 

fingerprint recognition of 

customers 

(SIDBI, 2014) 

TECA6 
There is no interoperability 

problem 
(George et al., 2016) 

TECA7 

There is on field support by 

Technology Service 

Providers (TSPs) 

 

(Microsave, 2014; SIDBI, 

2014) 
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COMMISSION 

COMA1 

The amount of total 

commission received per 

month is transparent 

(Ujjawal, A., Champatiray, 

A., Sadhu, S., Mendiratta, 

2012) 

COMA2 
The amount of calculated 

commission has no errors 

(Kumar & 

Balasubramanian, 2015) 

COMA3 
The commission is paid 

without any delay 
(PwC, 2015; SIDBI, 2014) 

COMA4 

I will continue working 

with the amount of 

commission earned 

(Business Correspondent 

Federation of India, 2015) 

COMA5 

My commission can 

increase with the existing 

product and service 

(EFInA, 2011; Kumar & 

Balasubramanian, 2015) 

TRAINING 

TRAA1 

CBCs provides online 

training materials for self-

learning 

(George et al., 2016) 

TRAA2 

CBCs provides training 

regarding activities and 

terms & conditions 

(APMAS, 2012) 

TRAA3 
There is a fixed schedule of 

training 
( PWC, 2015) 

TRAA4 

Regular re-training is 

conducted by bank and 

CBCs 

(Ahimbisibwe, Kiarie, & 

Bersudskaya, 2018) 

TRAA5 

CBCs provides training  

regarding client 

mobilisation and retention 

(CRFIM, 2017) 

TRAA6 
CBCs provides refreshers 

training regularly 
(Platt & Tiwari, 2012) 

INTENTION 

TO 

CONTINUE 

INTA1 

I am satisfied with the 

current status of my 

business 

(Solesvik, 2011) 

INTA2 

I have the self-efficacy  to 

continue my activities as 

BC in future 

(Kristiansen & Indarti, 

2004) 



134 
 

INTA3 

My closest family members 

think that I should pursue a 

career as BC 

(Solesvik, 2011) 

INTA4 

I can take the risk to deal 

with fluctuations in 

financial transactions 

(Altinay, Madanoglu, 

Daniele, & Lashley, 2012; 

Estay, Durrieu, & Akhter, 

2013) 

INTA5 
I expect my business to 

grow in future 
(Solesvik, 2011) 

INTA6 

My social status has  

upgraded in my locality 

after I took up BC 

operations 

(Carter, Gartner, Shaver, & 

Gatewoodd, 2016; 

Manolova, Brush, & 

Edelman, 2008) 

 

Table 4.2 Variables added to the Pool from Observations and Interviews  

Constructs Label of 

Variable 

Observable Variables 

LIQUIDITY LIQA9 Transaction amount limit has no impact on liquidity 

LIQA10 It takes less time to deposit and withdraw cash from bank 

branch 

LIQA11 Distance from base branch does not affect liquidity 

TECHNICAL TECA8 Corporate BC repairs the device immediately if problems 

occur in it 

TECA9 Transaction failure due to network issues is redressed 

quickly by BC 

TECA10 Transaction alert message is delivered in mobile phone 

TECA11 Passbook updation facility is provided at CSP 

COMMISSION COMA6 Commission statement is provided by the Corporate BCs 

COMA7 Increase in number of BC has not affected my commission 

COMA8 The amount of commission earned is increasing regularly 

TRAINING TRAA7 CBCs provides training regarding handling of liquidity 

TRAA8 CBCs provides training regarding financial literacy 
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INTENTION TO 

CONTINUE 

INTA7 Bank Manager provides active support in the BCs activity 

The response to all these 45 statements were obtained through a questionnaire 

on a 5 point Likert’s scale as shown in the questionnaire: Annexure-1. 

4.7.2 Results of Exploratory Factor Analysis 

The result of EFA are shown in the following paragraphs:  

Reliability test has been conducted using Cronbach’s Alpha test to check the 

internal consistency of the final questionnaire and measure the extent to which it 

produces consistent results even if it is measured repeatedly. According to (Nunnally, 

1978) the reliability of 0.70 or more is considered a benchmark to process further 

analysis. The reliability test has been conducted on 45 statements where the scale 

reliability is satisfactory as depicted by Cronbach Alpha of 0.81. Data adequacy has 

been checked using a correlation matrix to ensure that the sample size was good to 

perform factor analysis. Bartlett’s test of Sphericity has been used to examine the entire 

correlation matrix and test the appropriateness of Factor Analysis. Similarly, the 

Kaiser-Mayer-Olkin (KMO) measure of sampling adequacy has been used to show 

that the proportion of variance in the variable is caused by the underlying factor. The 

values above 0.7 are acceptable and above 0.8 is excellent. The calculated KMO value 

here is 0.894. 

  Table: 4.3          KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .894 

Bartlett's Test of Sphericity Approx. Chi-Square 3990.570 

df 253 

Sig. .000 
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The principal component method has been adopted to extract factor and factor 

retention based on eigenvalue greater than one using scree plot analysis and variance 

explained with the result being obtained through an orthogonal rotation using varimax. 

All statements whose factor loading is less than 0.5 are deleted from the extracted 

factor (Hair et al., 2010).  

4.7.3 Refining Exploratory Factor Analysis 

A six-factor solution emerged from EFA which constituted 64.075 percent of 

the variance. An orthogonal factor rotation approach was applied using varimax 

rotation criteria so as to maximize the sum of the variance of loading of factor matrix 

(Hair et al., 2010). However, the factor loading of 12 statements (LIQA4, LIQA6, 

LIQA7, TECA3, TECA10, TECA5, TECA11, COM4, COM6, TRAA3, TRAA8 & 

INTA4) was less than 0.5 due to which it was deleted from the initial pool of item. 

Exploratory factor analysis was again conducted on the remaining 33 items, which 

resulted in a five-factor solution and explained 67.124 percent of the variance. But, 07 

statements depicted the factor loading less than 0.5.  

In the second step, 07 more statements (LIQA2, LIQA3, TECA1, TECA8, 

COMA8, TRAA4, & INTA8) were deleted and exploratory factor analysis was 

performed on the remaining 26 statements. The rotated component matrix depicted 

five factors solution with 68.827 percent variance explained. But, again 03 items 

depicted the factor loading less than 0.5 after which the 03 statement (LIQA3, TRAA9 

& INTA3) was deleted in the third step. 

 Finally, EFA was performed again on the remaining 23 statements, which 

depicted five-factor solutions and total variance explained improved to 70.018 percent 

and the factor loadings for all 23 statements was more than 0.5. The step-wise deletion 

of items is shown in Table 4.4. 
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Table 4.4 Stepwise deletion of Observable Variables in EFA 

Label Observable Variables 

Step 1 
 

LIQA4 There is predictable fluctuation in client demand for cash 

LIQA6 I am not losing customers trust due to liquidity issue 

LIQA7 I do not have to deny transaction due to liquidity issue 

TECA3 It does not take more time to process single transaction of other banks 

TECA10 Transaction alert message is delivered in mobile phone 

TECA5 There is no failure in fingerprint recognition of customers 

TECA11 Passbook updation facility is provided at CSP 

COMA4 I will continue working with the amount of commission earned 

COMA6 Commission statement is provided by the Corporate BCs 

TRAA3 There is a fixed schedule of training 

TRAA8 CBCs provides training regarding financial literacy 

INTA4 I can take the risk to deal with fluctuations in financial transactions 

 

 

Step 2  

LIQA2 I have resources to arrange cash and e-float 

LIQA3 There is huge gap between deposit and withdrawal of cash 

TECA1 There are no technical difficulties 

TECA8 Corporate BC repairs the device immediately if problems occurs in it 

COMA8 The amount of commission earned is increasing regularly 

TRAA4 Regular re-training is conducted by bank and CBCs 

INTA8 Bank Managers provides active support in the BCs activity 
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Step 3  

LIQA9 Transaction amount limit has no impact on liquidity 

TECA9 Transaction failure due to network issues is redressed quickly by BC 

INTA3 My closest family members think that I should pursue a career as BC 

 

 Therefore, the revised pool of Observable Variables are as follows – 

Table 4.5: Revised Pool of Observable Variables 

Construct Label Observable Variables 

LIQUIDITY 

LIQA1 
I have adequate liquid cash and e-float for maintaining 

liquidity 

LIQA5 There is cash and e-float support from Corporate BCs 

LIQA10 
It takes less time to deposit and withdraw cash from 

bank branch 

LIQA11 Distance from base branch does not affect liquidity 

LIQA8 
There is no security risk in handling large amount of 

cash 

TRAINING 

TRAA1 
CBCs provides online training materials for self-

learning 

TRAA2 
CBCs provides training regarding activities and terms & 

conditions 

TRAA7 CBCs provides training regarding handling of liquidity 

TRAA6 CBCs provides refreshers training regularly 

TRAA5 
CBCs provides training  regarding client mobilisation 

and retentions 

TECHNICAL 

TECA6 There is no interoperability problem 

TECA7 
There is on field support by Technology Service 

Providers (TSPs) 
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TECA2 There is a good internet connectivity 

TECA4 There is no service downtime due to server problem 

COMMISSION 

COMA1 
The amount of total commission received per month is 

transparent 

COMA2 The amount of calculated commission has no errors 

COMA3 The commission is paid without any delay 

COMA7 
Increase in number of BC has not affected my 

commission 

COMA5 
My commission can increase with the existing product 

and service 

INTENTION 

TO CONTINUE 

INTA1 I am satisfied with the current status of my business 

INTA5 I expect my business to grow in future 

INTA2 
I have the self-efficacy  to continue my activities as BC 

in future 

INTA6 
My social status has  upgraded in my locality after I took 

up BC operations 

The Scree test criterion is used to decide the optimum number of factors that 

can be extracted before the unique variance begins dominating the common variance. 

The latent root is plotted against the number of factors and their resulting shape is used 

to evaluate the cut-off point. 
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  Figure 4.1: Scree Plot 

 

According to Kaiser (1960), all factors whose criterion is above the eigen value 

of one is to be retained. Five factors have emerged with a cumulative percentage 

variance of 70.18, which is beyond the acceptable variance of 60% explained in factor 

analysis (Hair et al., 2010). Five statements are loaded on factor 1, 2, 3 and four 

statements are loaded on factor 4 and 5. The eigenvalues for five factors are 7.766, 

2.521, 2.268, 1.847, and 1.742. Similarly, the percentage of variance for five factors is 

33.76, 10.96, 9.86, 8.03, and 7.57. The Cronbach alpha for five factors are 0.898, 

0.894, 0.867, 0.865, and 0.842.The factor loadings, eigenvalues, percentage variance, 

Cronbach alpha and commonalities are shown in Table 4.6, respectively. 
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Table 4.6: Varimax Rotated Component Factor Matrices- Factor loadings, Eigen 

Value, Percentage Variance, Cronbach’s Alpha & Communalities 

Construct 

 

Label Factor 

loadings 

Eigen 

Value 

% of 

Variance 

Cumulative 

% of 

Variance 

Cronbach's 

Alpha 

I LIQA1 0.829 7.766 33.76 33.76 0.898 

LIQA8 0.817 

LIQA10 0.8 

LIQA5 0.785 

LIQA11 0.778 

II COMA2 0.827 2.521 10.96 44.72 0.894 

COMA5 0.801 

COMA1 0.778 

COMA3 0.749 

COMA7 0.739 

III TRAA5 0.838 2.268 9.86 54.58 0.867 

TRAA6 0.809 

TRAA7 0.771 

TRAA2 0.748 

TRAA1 0.717 

IV TECA7 0.828 1.847 8.03 62.61 0.865 

TECA6 0.805 

TECA4 0.786 

TECA2 0.772 

V INTA5 0.834 1.742 7.57 70.18 0.842 

INTA6 0.809 

INTA1 0.794 

INTA2 0.782 
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4.7.4 Identification of Factors:  

The five construct identified from Table 4.5 and from the Scree plot Figure 4.1 are 

named as follows: 

1. Factor I -Liquidity Aspect (LIQA) – Liquidity has emerged as one of the most 

important factors, which account for 33.76 percent of the total variance. Five 

statements constitute this factor and are loaded significantly. The statements are 

LIQA1 (I have adequate liquid cash and e-float for maintaining liquidity), LIQA5 

(There is cash and e-float support from Corporate BCs), LIQA8 (There is no 

security risk in handling large amount of cash), LIQA10 (It takes less time to 

deposit and withdraw cash from bank branch), and LIQA11 (Distance from base 

branch does not affect liquidity). These statements denote that Business 

Correspondents state liquidity as the most important aspect of their functioning. It 

plays a dominant role in their growth and sustainability. It is a life line for the 

proper functioning of the BCs and any hindrances in this factor will adversely 

affect their transactional activity. Ujjawal et al. (2012) found that BC witnessed 

the liquidity issue in those areas where there is either excess cash deposit or 

demand for withdrawal, which creates the issue of cash deficit or excess, 

impacting customers availing service from BCs. Further, the lack of support in 

providing cash to BCs also adversely affect the overall services. Thus, liquidity is 

a core function at CSP that has a major impact on the overall transactional activity 

of BCs. 

2. Factor II - Commission Aspect (COMA) – This is the second important factor 

and accounts for 10.96 percent of the total variance. The five statement that 

consists of this factor includes COMA1 (The amount of total commission received 

per month is transparent), COMA2 (The amount of calculated commission has no 
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errors), COMA3 (The commission is paid without any delay), COMA5 (My 

commission can increase with the existing products and services), and COMA7 

(Increase in number of BC has not affected my commission). The Commission is 

also an important aspect of BC sustainability as their intention to continue their 

business depends to a larger extent on the amount of commission earned by the 

BCs while providing banking services. The commission of BCs was high during 

the launch of PMJDY as a large number of accounts were being opened, which 

increases their commission but as the number of accounts saturated over time, 

their commission also took a dip that affected their overall earning capacity. Thus, 

it is important that regular transaction happens in the account so that regular flow 

of income accrues to the BCs (PWC, 2015). 

3. Factor III – Training Aspect (TRAA) – Training Aspect constitute 9.86 percent 

of the total variance and is the third most influential factor. This factor consists of 

five statements that are perfectly loaded. It includes TRAA1 (CBCs provide online 

training materials for self-learning), TRAA2 (CBCs provide training regarding 

activities and terms and conditions), TRAA5 (CBCs provide training regarding 

client mobilisations and retention), TRAA6 (CBCs provide refreshers training 

regularly), and TRAA7 (CBCs provide training regarding handling of liquidity). 

This factor determines the importance of training among the BCs and customers. 

George et al. (2016) also stated that training is essential for BCs to acquire 

adequate customers so that consistent and regular services can be provided to 

them. Only 59 percent of BCs receive training in India compared to 92 percent in 

Kenya. Similarly, the collaborative effort of banks with BCs in opening account 

and improving financial awareness will attract major customers within the domain 

of BCs in increasing the number of transactions (PWC, 2015). 
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4. Factor IV - Technical Aspect (TECA) – Technical Aspect accounts for 8.03 

percent of the total variance. This factor consists of four statements which have 

been perfectly loaded and include TECA2 (There is a good internet connectivity), 

TECA4 (There is no service downtime due to server problem), TECA6 (There is 

no interoperability problem), and TECA7 (There is on field support by 

Technology Service Providers (TSPs). This factor also plays an important role in 

providing uninterrupted banking services among the customers residing in the 

unbanked locations and bringing them within the financial ambit of the formal 

financial systems. Technical aspects provide a dominant lead in the smooth 

functioning of the agent banking system by removing the hindrances encountered 

during the operations of banking services. 

5. Factor V – Intention to Continue Aspect (INTA) – Intention to Continue Aspect 

is the fifth most influential factor, which accounts for 7.57 percent of the total 

variance. Four items which have significantly been loaded in the construct are 

INTA1 (I am satisfied with the current status of my business), INTA2 (I have the 

self-efficacy to continue my activities as BC in future), INTA5 (I expect my 

business to grow in future), and INTA6 (My social status has upgraded in my 

locality after I took up BC operations). These statements explain the intention of 

Business Correspondents to continue their business, which plays an important role 

in determining their continuation as BCs. 

4.8. Conclusion 

Five constructs have been identified related to operations of the agents which 

explains seventy percent of the variance. This implies that this chapter has successfully 

grouped the underlying variables into constructs. The development of the measures 

being done, it is now essential to confirm the factor structure identified through 
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Confirmatory Factor Analysis and then explore the relationship of the constructs 

through Structural Equation Models. These are presented in the next chapter. 
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5.1 Introduction 

The Exploratory Factor Analysis conducted in the previous chapter has been able 

to identify five factors or constructs. However, identification, not being the end in a 

pursuit of exploration requires that the factors or constructs be confirmed and then seek 

if causal relations exist between them. Exploratory Factor Analysis explores the 

underlying variables and groups it into a number of constructs wherein the researcher has 

limited control over the allocation of variables to the factors whereas in the case of SEM 

the researcher has absolute control over the specification of indicators for each factor. 

There are two models of Structural Equation Modeling (SEM) – Measurement Model and 

Structural Model. The multivariate procedure used in this chapter will initially test the 

construct validity among the constructs which have been represented by multiple 

observable variables. In this explorations, Structural Equation Modeling has been used. 

5.2 Assessment of Normality 

Multivariate Normality is a significant assumption in the conduct of SEM studies 

using AMOS (Arbuckle, 2007).The skewness value and kurtosis value are less than 3 and 

7, respectively, in our study, suggesting that the data is normally distributed. The 

Mardia’s co-efficient (multivariate kurtosis) value is 4.842 and the corresponding critical 

value is 1.651, which is less than the threshold value of 7, suggesting a multivariate 

normality of the data in our study. According to Curran et al. (1996), a kurtosis value > 7 

and a skewness value > 3 suggest a deviation from normality. Similarly, West et al. (1995) 

have proposed that a kurtosis value greater than 7 suggests a significant deviation from 

normality. Thus, the data in our analysis is normally distributed for continuing further 

studies. 
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5.3 Confirmatory Factor Analysis 

Confirmatory factor analysis (CFA) confirms the measurement model developed 

using the exploratory factor analysis. Even though both EFA and CFA is based on the 

common factor model, EFA is used for the development of a measure while CFA is used 

to confirm the factor structure identified. CFA confirms whether the structure of measures 

fits in the new population. It provides enhanced control over unidimensionality and has 

more construct validity than EFA. CFA is conducted before proceeding to SEM. Further, 

it is not only conducted to confirm or reject the model but is also used to revise, refine 

and retest the CFA model using a prescribed set of criteria.  

The Measurement Model describes the extent to which the observed variable 

contributes to the latent variable and focuses on the validity of the model. It is represented 

by Confirmatory Factor Analysis. The Measurement model also helps to determine the 

reliability and validity of the measuring instrument. Confirmatory Factor Analysis has 

been performed using AMOS 20. The results of the Confirmatory Factor Analysis is given 

below in Figure 5.1 and Table 5.1 

In figure 5.1, Factor I - Liquidity Aspects has been shown as LIQA, Factor II - 

Commission Aspects as COMA, Factor III – Training Aspects as TRAA, Factor IV - 

Technical Aspects as TECA and Factor V – Intention to Continue Aspects as INTA 

respectively. 
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Figure: 5.1   Confirmatory Factor Analysis – Measurement Model  

            

Table – 5.1 Confirmatory Factor Analysis – Standardized Factor loadings, 

Construct Reliability and Average Variance Extracted 

LABELS LIQUIDITY 

ASPECT 

COMMISSION 

ASPECT 

TRAINING 

ASPECT 

TECHNICAL 

ASPECT 

INTENTION 

TO CONTINUE 

ASPECT 

LIQA1 0.86     

LIQA5 0.8     

LIQA8 0.75     

LIQA10 0.81     

LIQA11 0.77     
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COMA1  0.81    

COMA2  0.77    

COMA3  0.77    

COMA5  0.8    

COMA7  0.82    

TRAA1   0.67   

TRAA2   0.77   

TRAA5   0.8   

TRAA6   0.8   

TRAA7   0.76   

TECA2    0.82  

TECA4    0.72  

TECA6    0.77  

TECA7    0.85  

INTA1     0.76 

INTA2     0.71 

INTA5     0.77 

INTA6     0.81 

CR 0.899 0.847 0.871 0.869 0.894 

AVE 0.64 0.582 0.576 0.624 0.629 

 

5.3.1 Assessment of the Measurement Model Validity 

Validity check was conducted to test the validity of the instrument used in the 

study. It is a process where the data collection instruments measure accurately what it 

was actually designed to measure (Saunders & Thornbill, 2003). The following are the 

validity assessments:  
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5.3.1.1 Construct Validity 

Construct Validity is refer to the extent where the set of measured items reflects the 

latent factor which they are designed to measure. The construct validity provides 

confidence wherein it states that the sample item taken for measurement actually 

represents the true score in the population. 

(a) Convergent Validity  

Each item that are indicators of a construct should converge or share a high proportion 

of variance in common is known as Convergent Validity. It can be examined using 

three different methods i.e. factor loading, average variance extracted (AVE) and 

Construct Reliability (CR). 

(i)  Factor loading – Factor loading size is one of the important consideration, 

high factor loading indicates that the item representing one construct converge 

on a common point leading towards high convergent validity. Since, all the 

factor loading is greater than 0.5 and is significant at 0.05 significance level as 

reflected in Table 5.1,  thus it supports the convergent validity. 

(ii) Average Variance extracted (AVE) – It measures the explained variance of 

a construct. It ranges from 0 to 1 where AVE greater than 0.5 suggests adequate 

convergence. AVE can be calculated using the formulae specified by Fornell 

& Larcker (1981) which is as follows: 

Average Variance Explained = 

Sum of squared standardised factor loading

Sum of squared standardised factor loading + Sum of factor measurement error
 

The calculated value of AVE as shown in Table 5.1 for all the factors is 

above 0.5 suggesting adequate convergent validity. 
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iii. Construct Reliability (CR) – It is also an important indicator of convergent 

validity. It is defined as the degree to which measurement are free from errors and 

thus yield consistent results. The value of construct reliability should be greater 

than 0.7. It can be calculated using the formulae specified by Fornell and Larcker 

(1981) which is as follows: 

Construct Reliability =    

(Sum of standardised factor loading)2

(Sum of standardised factor loading)2 +(Sum of factor measurement error)  
             

The calculated value of CR for all the construct is greater than 0.7 and the 

value of CR>AVE as per the Table 5.1 

(b) Discriminant Validity –  

It is the extent to which a construct is truly different from other constructs. 

High discriminant validity ensures that a construct is completely unique and captures 

specific phenomena. It should explain better the variance of its construct indicator 

than the variance of other constructs. Discriminant validity can be confirmed if 

AVE>MSV; AVE>ASV and Square root of each construct should be greater than the 

off-diagonal value of all the correlation coefficient. 

As seen from the factor correlation matrix in Table 5.2 the lowest value of the 

square root of AVE is 0.759 which is greater than inter-construct correlation and thus 

illustrates that the construct is different from each other (Fornell & Larcker, 1981) 

satisfying the discriminant validity of the model. 
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Note: Diagonal are the square root of the Average variance extracted of each construct. 

 

5.2.2 Overall Fit of the Measurement Model  

The measurement model has five constructs i.e. Liquidity aspect, Commission 

aspect Technical aspect, Training aspect and Intention to continue aspect. Each construct 

is measured by 4 or 5 observed variables. Only those observed variables were considered 

whose factor loading was 0.7 or above. Further, all the five constructs are highly inter-

correlated. The fitness between observed sample data and estimated covariance matrices 

is found through the chi-square test. All the model fit indices satisfy the criteria required. 

The value of CMIN/df = 1.747; GFI = 0.899; AGFI = 0.873; CFI = 0.957; IFI = 0.958; 

TLI = 0.951 exceeds the criteria required for a good model fit (Hair et al., 2010). 

Similarly, RMSEA = 005 is less than 0.08. Thus, the model fit satisfies the criteria 

required for adequate fit to the data. The summary of the CFA model fit indices are shown 

in Table – 5.3 

  

 

 

 

 

 

 

Table 5.2 Factor Matrix showing Discriminant Validity 

 Constructs CR AVE MSV TRA TEC LIQ COM INT 

TRAINING 0.871 0.576 0.227 0.759         

TECHNICAL 0.869 0.624 0.242 0.398 0.790       

LIQUIDITY 0.899 0.640 0.235 0.379 0.485 0.800     

COMMISSION 0.847 0.582 0.142 0.241 0.240 0.236 0.763   

INTENTION TO 

CONTINUE 0.894 0.629 0.242 0.476 0.492 0.483 0.377 0.793 
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   Table: 5.3    CFA Model Fit Indices 

 

 

 

 

 

 

 

 

5.2.3 Measurement Model: Goodness of Fit 

Goodness of Fit measures how well the model reproduced the observed covariance 

matrix among the indicative items. It also measures how well the researcher theory fits 

the sample data. The various indicators for the goodness of fit are as follows:  

(a) Chi-square statistics – It is one of the most fundamental absolute fit indexes. The 

value of chi-square should be as less as possible which implies that theoretical 

concept and data collected differences are less. The chi-square value of 0 means the 

data is perfectly fit into the model. According to Byrne (2010), the CMIN value for 

the goodness of fit should be less than 3. The CMIN value given in table 5.3 is 

1.747 which signifies that the model is fit. 

(b) Goodness of Fit Index (GFI) and Adjusted Goodness of Fit Index (AGFI) – The 

Goodness of Fit index calculates the proportion of variance accounted for by the 

estimated population covariance. It was the first standardised fit index 

conceptualized during 1981. The range of GFI values is 0 to 1, with higher values 

Indices Criteria Model fit Indices 

Chi Square - 384.281 

Degree of freedom - 220 

CMIN/df < 5 1.747 

Probability 0.05 0.00 

GFI ≥ 0.80 0.899 

AGFI ≥ 0.80 0.873 

CFI > 0.90 0.957 

IFI > 0.90 0.958 

TLI > 0.90 0.951 

RMSEA < 0.08 0.050 
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closer to 1 indicating a better fit. Adjusted Goodness of Fit Index (AGFI) has some 

similar features of the Goodness of fit index. The main difference being the 

adjustment of the number of degrees of freedom in the case of AGFI. The obtained 

values for GFI and AGFI was 0.899 and 0.873 as shown in Table 5.3 which is in 

the acceptable level for the goodness of fit. 

(c) Normed Fit Index (NFI) – It is one of the original incremental fit index. It 

compares the Chi square value of models with the corresponding value of the null 

model. The value falls between 0 and 1. The NFI value equal to or above 0.90 is 

considered as a good fit with 1 being a perfect fit. The obtained value was 0.906 

shown in Table 5.3 which is higher than 0.90 indicating that it is at the acceptable 

level. 

(d) Tucker Lewis Index (TLI) – It is similar to the Normed Fit Index. It is actually a 

comparison of normed chi-square value for null and specified models taking into 

account model complexity. The threshold value above 0.90 is considered as good. 

The obtained value of 0.906 shown in Table 5.3 which suggests a better model fit. 

(e) Comparative Fit Index (CFI) – CFI is an incremental fit index which is an 

improved version of the normed fit index. It is one of the most widely used index. 

The value of 1 indicates a perfect fit while the value above 0.90 is acceptable 

goodness of fit measure. The Amos output result in Table 5.3 shows Comparative 

Fit Index (CFI) value of 0.957 which is above the threshold limit signifying that the 

model is fit. 

(f) Root Mean Square Error of Approximation (RMSEA) – RMSEA represents 

how well the hypothesized model fits a population. Lower value indicates a better 

fit with RMSEA value of 0 indicates a perfect fit model. The value of less than 0.08 
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is indicative of a good fit. The obtained value of RMSEA was 0.05 which indicates 

that we can generalize the hypothesized model to the population. 

5.3 The Structural Model 

Once CFA is performed, Structural Equation Model is used to find out the 

relationship between the endogenous and exogenous variables. Structural model defines 

the relationship among the unobserved variables and shows the relationship among the 

construct. Structural Equation Modeling (SEM) is a multivariate statistical technique that 

helps the researcher to explain the relationship between the observed variables. It is also 

used to test the theoretical model or validate it along with its in-depth analysis supported 

through statistical efficiency using empirical data. Confirmatory factor analysis identifies 

and confirms the common factor in the study whereas SEM establishes a relationship 

among those common factors (Phakiti et al. 2018).  CFA has been used to confirm the 

five constructs obtained through EFA. It helps to test the hypothesis wherein it states that 

there exists a relationship between the observed variable and the underlying construct. 

Thus, based on prior research and participatory observational research, the following 

structural relationship is proposed and the following hypothesis of the model is built 

which are as follows: 

H1 – Liquidity of BC Agents have a positive influence on their commission earned 

H2 – Training of the BC Agents have a positive influence on their commission earned  

H3 – Technical ease in conducting banking operations of BC Agents have a positive     

        influence on their commission earned 

H4 - There is a positive influence of commission earned on the Intention to continue  

        their agency banking business as Business Correspondents Agents 
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The Hypothesized Model is shown in the following diagram - 

Figure: 5.2 Path Diagram showing Specified Structural Relationships & 

Measurement Specifications 

 

5.3.1 Assessing the Structural Model Validity – Goodness of Fit 

SPSS Amos specify the Default model, Saturated Model and Independence model 

wherein the default model contains fit statistics for the model specified in AMOS 

Graphics diagram. The fit statistics for the default model is reported in Table 5.4. 

         Table – 5.4 Goodness-of-Fit Measures for Intention to Continue 

Absolute Measures Model Fit Indices 

CMIN (Chi-Square) 386.392 

df for CMIN 223 

Probability 0.00 

NPAR (No of parameters) 53 

CMIN/df 1.733 

RMR 0.036 

GFI 0.898 

RMSEA 0.049 
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Incremental Fit Measures 
 

NFI 0.906 

CFI 0.958 

RFI 0.893 

TLI or NNFI 0.952 

Parsimony Measures 
 

PNFI 0.798 

AGFI 0.874 

PCFI 0.844 

         Note: Detailed results are given in Appendix 4 

The structural model fit indices provide a reasonable model fit. CFI obtained is 

0.958, GFI is 0.898, AGFI is 0.874, IFI is 0.958, TLI is 0.952 and RMSEA is 0.049. 

Hence, it signifies that the hypothesized research model fits the data satisfactorily. 

5.3.2 Examining the Standardized Path Estimates for the Model  

Since this model fits well and is theoretically consistent, it would be rationale now 

to examine the path estimates and individual tests of significance of each path estimate. 

AMOS provides two ways to examine path estimates. One method uses the path diagram 

output to visually display the path estimates while the other approach uses tables with 

tests of significance. In this case, both methods have been used.  
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Figure 5.3 -- Standardized Path Estimates for Liquidity, Training, Technical, 

Commission and Intention to Continue Aspects 

 

The hypotheses path was tested through standardised regression weight output 

value comparing it with the p-value. Based on p-value, the hypotheses is specified 

whether it is significant or insignificant. The result of the hypotheses tested are shown in 

Table 5.5 

Table: 5.5   Structural Parameter (Path) Estimates for the Model 

Structural 

Relationship 

Unstandardized 

Parameter 

Standard 

Error 

t- 

value 

Standardized 

Parameter 

Supported 

H1 : LIQ => COM .223 .057 3.879 0.254 Yes 

H2 : TRA => COM .309 .071 4.374 0.279 Yes 

H3 : TEC => COM .250 .064 3.873 0.261 Yes 

H4 : COM => INT .329 .056 5.855 0.384 Yes 

All the hypotheses are accepted. The standardised parameter estimates for H1, 

H2, H3 and H4 are statistically significant at p = 0.05. The standardised path coefficient 

are estimated from correlation. Standardised path co-efficient for the latent variables 
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indicate direct and positive of the exogenous construct to be a cause on the endogenous 

latent construct. Path co-efficient are standardised because they are estimated from 

correlations. The standardised parameter shows that if liquidity aspect increases by one 

standard deviation then the commission increases by 0.254. Similarly, if training aspect 

increases by one standard deviation then commission increases by 0.279 standard 

deviation. Furthermore, if technical aspect, increases by one standard deviation then 

commission increases by 0.261.Finally, if the commission aspect increases by one 

standard deviation then the intention to continue the business as BCs increases by 0.384 

standard deviation respectively.  

5.4 Conclusion 

 The empirical analysis carried out in the previous section has been able to confirm 

the factors and establish structural and dependence relationships among them. The 

findings here are a mirror to reality because the amount of commission earned by the BCs 

depend on smooth transactions of different varieties. Absence of glitches in technology 

and liquidity and capacity building through training does increase the efficiency of agency 

banking operations and provides opportunities of better livelihoods for the BCs through 

enhanced commission earnings. There may have been other factors, but those were not 

found to be significant through rigorous filtration of observable variables in chapter four 

and confirmation of the factors in this chapter. The findings of this chapter will therefore 

lead in making suitable policy prescriptions.  
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6.1 Introduction – The Need of Providing Quality Services by Business  

Correspondents to Clients 

BCs provides banking services to a large section of the population that are 

normally located in rural areas and since they are the best available option to avail formal 

financial services locally, the majority of the customers in the rural areas pursue their 

banking transactions with them. Those customers depend on the BCs to undertake their 

banking transactions as they are the local faces and are perceived to be more accessible 

as compared to the bank branch officials. The hesitation to undertake banking transactions 

is overcome to a large extent by the customers due to the reputation built by the BCs in 

the villages and since customers undertake transactions ranging from short term to long 

term, there lies a major onus on the BCs to provide quality banking services. Service 

being an invisible thing, has an important role in the banking industry, providing quality 

services increases customer satisfaction that helps the business add new customers and 

retain its existing customers. The effort built to promote inclusive finance through agent 

banking can reap the desired results if quantifiable or measurable metrics are established 

to identify the banking service quality provided by the BCs, else the customers may 

exclude themselves intentionally rather than facing inconvenience and financial losses 

due to low cooperation from the BCs. This can result in a substantial downfall in business 

for the BCs as it will be difficult for them to retain the existing customers and further add 

new customers from the nearby locations.  

Further, with the advent of information technology and mobile penetration, new 

avenues have opened up for the customers wherein they can pursue their banking 

transactions with much more convenience and lower cost. Thus, there lies a major thrust 

on BCs to provide quality banking services at an affordable cost that will not only provide 

an edge against a competitor but will also help them to expand their market share as the 
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business revenue is based on the number of transactions conducted by the customers. This 

will gradually increase their commission, making it more sustainable in the long term. 

Investigation into the quality of services as expected by the clients of BCs and as 

perceived by them after getting the services can be very effective in having a view of the 

demand of banking service through agents.  

Negative perceptions about the quality of services provided by BCs can reduce 

their numbers of customers as rural societies are often quite cohesive and reliability on 

word of mouth of fellow villagers does have an impact on the financial behavior of other 

villagers. Positive perception about BCs services generates trust and confidence among 

the rural folks and is one of the crucial factors for achieving financial inclusion through 

doorstep banking. With the gradual increase of new players emerging in the agency 

banking domain, quality services are going to be a centre of attraction as the customers 

will have the option to choose better service providers among the existing ones. Earlier, 

the entire focus was about covering the unbanked villages which were used to be allocated 

to the bank based on sub-service area wherein majority of bank tended to provide the 

banking services to the customers through the agents ignoring the service quality. But the 

advancement of information and communication technology along with mobile 

penetration has increased the competition among the service providers. Now there is a 

necessity on the part of BCs to provide better services to the customers so that they can 

retain them and sustainably continue their operations. Gradually, the onus is shifting from 

compulsion to convenience, where the quality of services will decide the fate of the 

existing participants, which was still dominantly enjoyed by the banks and BCs. 

Several researchers have delved into the need of providing quality services for 

agency banking operations. The following subsection deals with a bird’s eye view of their 

findings. 
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6.1.1. A Bird’s Eye View of Some Researchers on Service Quality in 

Banking 

Ananda & Devesh (2018) tried to explore the main factors responsible for 

influencing the service quality of banks that leads to customer satisfaction. The primary 

data was collected through a structured questionnaire using the SERVQUAL model from 

the customers having a retail bank account in Oman. The respondent was asked to indicate 

their opinion regarding the degree of satisfaction using seven-point Likert scale. The 

study found that three dimensions of service quality i.e. Reliability, Responsiveness and 

Assurance were the most influencing factors that lead towards customer satisfaction. 

Mongi & Mokaya (2018) conducted an exploratory study to understand the 

influence of agency banking on customer satisfaction. Data were collected using a 

questionnaire and interview method. Further, descriptive and inferential statistics were 

used to substantiate the findings. The study revealed that agency banking services 

positively influence customer satisfaction. The quality of agency banking having a 0.877 

positive correlation; convenience 0.668; agency banking service location 0.803; and 

service reliability had a positive correlation of 0.586 on the customer satisfaction. It was 

further recommended that the banks should undertake a customer awareness program, 

business security, build trust, add more services and train the agent frequently. 

Suri (2017) opined that the success of the financial services system depends on 

rapid deployment and growth of the agent network numbers while its sustainability 

depends to a large extent on the level of trust, efficiency, liquidity and profitability of the 

agents.  

Tan, Chew & Hamid (2016) analyzed the impact of service quality on customer 

satisfaction in the banking industry of Malaysia. Nearly 200 data were collected from the 

bank customers and was investigated using the five dimensions of the SERVQUAL 
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model. The study revealed that the reliability dimension had the largest gap between the 

expectation and perception of the banking services while responsiveness had the lowest 

dimension. The customers had higher expectations from the banks in terms of reliable 

services but the perceived services were below their expectations. Further, the study 

found that there exists a strong relationship between the five dimensions of SERVQUAL 

on customer satisfaction and suggested that SERVQUAL is the most suitable instrument 

in measuring the service quality of banks. 

Masila, Chipkulei & Shibairo (2015) investigated the influence of agency banking 

on customer satisfaction in Kenya. The questionnaire was administered to 250 agent 

banking customers residing in different regions of Kenya. The study found that most of 

the respondents trust the agent bank and they felt that bank agents were competent in their 

services providing quality and reliable services and are more responsible towards their 

complaints. Further, they concluded that responsiveness, professionalism, service quality, 

reliability, delivery of services, confidence level and quality management were the 

different attributes of agency banking that lead towards increased customer satisfaction. 

Salma & Shahneaz (2013) conducted a comparative analysis of the satisfaction 

level of customers towards services offered by the Public and Private sector banks using 

500 samples of the customers. The study found that customer satisfaction varies 

according to the nature of services like in the case of Public sector banks, higher customer 

satisfaction was observed in the case of convenient bank branch location, quick resolution 

of customers’ problems and nominal bank charges. Similarly, Private bank customers 

were more satisfied with the convenient location, modern technology infrastructure and 

relationship-building approach towards the customers. 

Rao & Lakew (2011) studied banking service quality perception levels of 

customers of public and private sector banks in Visakhapatnam using the SERVQUAL 
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model taking into account the five dimensions of service quality. Nearly 300 respondents 

were surveyed using the structured questionnaire. Reliability and Assurance dimension 

score has the highest value while Tangibles got the lowest rating from the customers. The 

result indicated that public sector bank needs to focus more in responsiveness dimension 

while the study suggested that drinking water facility, solving customers’ problem, 

instilling confidence in customers, willing to help the customers and resolving customer 

grievances were some of the dimension items which needs more attention. Further, they 

also concluded that the perceptions of customers change once corrective measures are 

taken by the service providers.  

Santhiyavalli (2011) studied about the service quality of the State Bank of India 

in the Coimbatore region. She applied the SERVQUAL technique using GAP Analysis 

to find the shortfalls in the various dimension of banking service quality from a sample 

of 250 respondents captured on seven points Likert scale. The study found that customers 

were satisfied with the security aspect with gap scores being less for Assurance while 

there was the highest gap score in the Empathy dimension suggesting that customers were 

highly dissatisfied due to the lack of individual care and attention. Further, the researcher 

also found that Reliability, Responsiveness, Empathy and Tangibility were the major 

factor responsible for the satisfaction of the customers.  

Ezirim (2005) identified the key factor affecting the choice of retail bank 

customers in Nigeria. The survey was conducted on 1000 bank customers using structured 

questionnaires and a personal interview was also conducted with the bank officials. The 

study found that security of environment; size and financial strength of the retail banks; 

service delivery speed; liquidity and deposit safety; accuracy and efficiency in managing 

customer accounts; convenience; proximity and ease of access and cordial staff positively 

influence the performance of the banks. 
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Drawing from the above studies, the need was felt to investigate the quality of 

services provided by BCs through a model which would be taking into account a multi-

dimensional approach. The SERVQUAL model was chosen for this research as the scale 

was already tested for reliability and validity and had also been used by many other 

previous researchers.  

6.2 The SERVQUAL Model 

Parasuraman, Zeithaml & Berry (1985) developed a “Gap Analysis Model” 

identifying the ten general dimension of service quality using the SERVQUAL scale 

(Parasuraman, Zeithaml & Berry (1988, 1991a, 1991b) which as a subsequent of further 

research resulted into the reduction of dimension into five factors. The customers were 

provided two questionnaires wherein they were required to state their opinion on an 

identical Likert scale for each of the 22 service attributes, one indicating their expectation 

of the services delivered and the other reflecting their perception of the services delivered 

by a service provider in a specific service sector. Thereafter, the service quality was 

calculated using the differences between the two scores of each dimension. Thus, the 

model measures the gap between the expectation and perception of the customers.  The 

five dimensions of service quality are as follows: 

(i) Reliability – It measures the ability to perform the services dependably and 

accurately. 

(ii) Tangibles – It measures the physical facilities, staff, building, equipment and 

appearances, etc. 

(iii) Responsiveness – It measures the willingness to help and respond to the need 

of the customers. 

(iv) Empathy – It measures the attention, care and individual services given to the 

customers. 

(v) Assurance – It measures the staff's ability to inspire, build confidence, trust 

and have courtesy towards bank staff. 
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The five dimension SERVQUAL model is widely used to measure the perceived 

service quality in the banking sector (Wang, Jeng & Wan, 2013). Though there is some 

lack of consensus among researchers regarding its applicability yet it is one of the most 

extensively and successfully used service quality instruments in the twenty-first century 

(Tsoukatos & Rand, 2006). Similarly, Angur et al. (1999) also suggested that the 

SERVQUAL model being multidimensional provides more information on the banking 

sector regarding their service quality as compared to other service quality measurement 

scales like SERVPREF. Further, Coulthard (2004) proved that the various advances in 

service quality measurement items validated the SERVQUAL model and recommended 

SERVQUAL as an important instrument for improving service quality and customer 

satisfaction in the private sector as well as public services. 

6.3 The Hypotheses 

Alike all other services that customers avail, there are expectations by the clients 

to get satisfaction and quality banking services from business correspondents. However, 

depending on various circumstances the perception of services received by the clients 

may differ from what they had expected. If the perceptions of the quality of services 

received are better than what they had expected, it speaks well about the services offered 

by the BCs. On the contrary, if the reverse is observable the quality of services offered 

by the BCs has missed the mark and therefore calls for improvement. 

Based on this premise, the following hypothesis have been constructed: 

Ho:  There is no difference between the quality of services as expected by the clients of 

Business Correspondents and as perceived by them i.e. 𝜇p = 𝜇e  

H1: There is a difference between the quality of service expected and as perceived by the 

Business Correspondent clients. i.e. 𝜇p ≠ 𝜇e  
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6.4 Methodology 

Two persons, one male and one female person from each area covered by each 

BCs sampled for the study were randomly chosen. This means 636 persons were chosen. 

These persons were not the customers of the BCs in 2018 (July). A questionnaire 

comprising 22 items based on the SERVQUAL model was administered to these 636 

persons to assess their expectations of services from BCs.These 22 items covered 

Tangibility, Reliability, Responsiveness, Assurance and Empathy dimensions. For each 

of the item a Seven point Likert Scale was used based on the following anchors of 

Expectation i.e. (7) ‘Definitely’, (6) ‘Very Probably’, (5) ‘Probably’, (4) ‘No Opinion’, 

(3) ‘Possibly’, (2) ‘Probably Not’, (1) ‘Definitely Not’, Similarly, the anchors of 

Perception were (7) ‘Always’, (6) ‘Very Frequently’, (5) ‘Occasionally’, (4) ‘No 

Opinion’, (3) ‘Rarely’, (2) ‘Very Rarely’, (1) ‘Never’. The questionnaire was prepared 

after a thorough discussion with several branch managers of banks and corporate business 

correspondents and a pilot study was conducted on 60 BCs customers. During the 

administration of the questionnaires, many of these persons had to be explained what BCs 

were and also they were counseled to become the customers of BCs. The questionnaires 

were administered from July 2018 to November 2018. These persons were again 

contacted in November 2019. Out of these 636 persons, 467 persons (203 females and 

264 males) had become customers of BCs. All these customers were administered the 

questionnaires for assessing their perception. 389 proper responses covering all the 22 

indicators were received and taken for the analysis. 

6.5 Findings 

The results of SERVQUAL are reported in Tables 6.1 to 6.5. To analyze the 

difference between the perception and expectation of the BC customers regarding the five 
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dimensions i.e. Tangibility, Reliability, Responsiveness, Assurance and Empathy, paired 

t-test is executed.  

Table 6.1 SERVQUAL Analysis of the BC Customers – Tangibility       

EXPECTATION ( E) PERCEPTION (P ) Paired Difference 

t df 

Sig. 

(2-

tailed) Statements 
Mean 

( E) 
Statements 

Mean 

(P)  

Mean 

(P-E) 

S.D S.E 

Mean 

1. It is expected that 

Information regarding BC, 

link branch, contact 

number and product and 

service charge will be 

available at CSP 

6.62 

1. Information 

regarding BC, link 

branch, contact 

number and product 

and service charges are 

displayed at my CSP 

5.38 -1.244 -1.37 -1.121 -19.8 388 .00* 

2. It is expected that 

transaction will be done 

through smart devices 6.88 

2.  My BC use 

Computer, Laptop or 

Smart devices to 

conduct banking 

transactions 

6.82 -0.059 -0.11 -0.008 -2.28 388 0.023 

3. It is expected that BC 

will provide drinking 

water, sitting facility and 

space for standing in 

queue 

6.48 

3. My BC provides 

drinking water, sitting 

facility and space for 

standing in queue 

5.48 -1 -1.11 -0.888 -17.5 388 .00* 

4. BC will smartly manage 

the CSP and open it in 

time. 

6.51 

4. My BC smartly 

manage the CSP and 

open it in time. 

4.87 -1.643 -1.76 -1.528 -28.2 388 .00* 

                        Mean P-E Gap for Tangibility -0.987   

 

Table 6.2 SERVQUAL Analysis of the BC Customers – Reliability       

EXPECTATION ( E) PERCEPTION (P ) Paired Difference 

t df 
Sig. 

(2-

tailed) Statements 
Mean 

( E) 
Statements 

Mean 

(P)  

Mean 

(P-E) 

S.D S.E 

Mean 

5. It is expected that BC 

will explain the terms and 

condition before enrolling 

as a customer 
6.44 

5. All terms and 

conditions as told to 

me before enrolment 

as a customer are met 

by my BC 

4.61 -1.83 -1.94 -1.723 -33.6 388 .00* 

6. BC will demonstrates 

genuine interest in solving 

customers problem 6.65 

6. My BC 

demonstrates genuine 

interest in solving the 

problems of the 

customers 

4.71 -1.941 -2.04 -1.84 -37.7 388 .00* 

7. The account is expected 

to be link with a bank 

which is extremely safe 
6.65 

7. My BC is linked to 

a bank where my 

money is safe 
6.37 -0.278 -0.39 -0.161 -4.69 388 .00* 

8. The transaction record 

will be accurately 

maintained by BC 
6.54 

8. My BC maintains a 

correct record of my 

transactions. 
6.51 -0.031 -0.13 0.072 -0.59 388 0.557 
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9. It is expected that BC 

will not charge any extra 

amount to conduct 

transactions 

6.62 

9. My BC does not 

charge an extra 

amount to conduct any 

transactions 

4.81 -1.805 -1.91 -1.695 -32.5 388 .00* 

Mean P-E Gap for Reliability -1.177 
          

 

Table 6.3 SERVQUAL Analysis of the BC Customers – Responsiveness       

EXPECTATION ( E) PERCEPTION (P ) Paired Difference 

t df 
Sig. 

(2-

tailed) Statements 
Mean 

( E) 
Statements 

Mean 

(P)  

Mean 

(P-E) 

S.D S.E 

Mean 

10. It is expected that BC 

will perform transactions 

without any delay 

6.58 

10. My BC perform 

transactions without 

any delay 

5.18 -1.396 -1.52 -1.27 -21.8 388 .00* 

11. BC will promptly 

respond to the enquiries of 

the customers 
6.53 

11. My BC responds to 

the enquiries of the 

customers promptly 
5.27 -1.257 -1.38 -1.133 -19.9 388 .00* 

12. BC will update the 

passbook without delaying 

it from their end 
6.51 

12. There is no 

problem and delay in 

getting my passbook 

updated by my BC 

5.27 -1.242 -1.37 -1.113 -19 388 .00* 

13. It is expected that BC 

will handle the technical 

snags efficiently 
6.4 

13. Problems in 

transactions due to 

technical snags can be 

handled by my BC 

6 -0.398 -0.51 -0.289 -7.13 388 .00* 

Mean P-E Gap for Responsiveness -1.073   

 

Table 6.4 SERVQUAL Analysis of the BC Customers - Assurance 

EXPECTATION ( E) PERCEPTION (P ) Paired Difference 

t df 
Sig. 

(2-

tailed) Statements 
Mean 

( E) 
Statements 

Mean 

(P)  

Mean 

(P-E) 

S.D S.E 

Mean 

14. It is expected that 

transaction with BC will 

be safe and secure 

6.82 

14. It is safe for me to 

transact with my BC 6.35 -0.465 -0.55 -0.385 -11.4 388 .00* 

15. BC will instill 

confidence in pursuing 

banking transaction 
6.42 

15. My BC instill 

confidence in pursuing 

banking transaction 
5.99 -0.432 -0.53 -0.33 -8.37 388 .00* 

16. BC is expected to be 

courteous and polite 

during the transaction 
6.48 

16.My BC is courteous 

and polite during the 

transaction 
6.34 -0.139 -0.22 -0.057 -3.32 388 .00* 

17.It is expected that BC 

will explain the features of 

available banking product 

and services before 

providing it to customers 

6.51 

17. My BC explains 

the features of 

available banking 

product and services 

before providing it to 

the customers 

3.92 -2.584 -2.69 -2.473 -46 388 .00* 

Mean P-E Gap for Assurance -0.91   
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Table 6.5 SERVQUAL Analysis of the BC Customers - Empathy 

EXPECTATION ( E) PERCEPTION (P ) Paired Difference 

t df 
Sig. 

(2-

tailed) Statements 
Mean 

( E) 
Statements 

Mean 

(P)  

Mean 

(P-E) 

S.D S.E 

Mean 

18.BC will give special 

attention to the customers 

especially the aged 

customers 

6.52 

18.My BC gives 

special care to the 

customers especially 

the aged customers 

6.48 -0.041 -0.11 0.024 -1.24 388 0.215 

19.It is expected that BC 

will provide banking 

services beyond normal 

working hours in case of 

necessity 

6.55 

19.My BC works 

beyond normal 

working hours in case 

of necessity to the 

customers 

5.73 -0.82 -0.94 -0.702 -13.7 388 .00* 

20.BC is expected to 

resolve the low balance 

account and balance 

deduction related query 

6.39 

20.My BC smoothly 

resolves the low 

balance account and 

balance deduction 

related query 

5.25 -1.136 -1.28 -0.995 -15.8 388 .00* 

21.BC is expected to 

redress the customer 

grievances politely 
6.54 

21.My BC redresses 

customers grievances 

with politeness 
5.46 -1.087 -1.2 -0.971 -18.4 388 .00* 

22.It is expected that BC 

will courteously deal with 

failed transaction 6.38 

22. My BC is 

courteous when 

dealing with failed 

transactions of the 

customers 

5.22 -1.152 -1.28 -1.026 -18.1 388 .00* 

Mean P-E Gap for Empathy -0.85   

Total Average P-E Gap -0.99   

*Significance at 1% 

 

From the above table 6.1 to 6.5, one can find that all the attributes have some 

statements which have failed to meet the expectation of the business correspondent 

customers. There is 19 statement that has a significant gap between the expectation and 

perception of the BCs customers resulting into a rejection of Null hypothesis at 1 percent 

level of significance. Further, the highest gap is observed in the ‘Assurance’ dimension 

statement in Table 6.4 where “My BC explains the features of available banking product 

and services before providing it to the customers” has a mean gap of 2.584 which implies 

that the BCs open the different scheme without explaining its features to the customers. 

This aligns with the findings observed during the field survey where a majority of the 
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customers expressed their dissatisfaction regarding the activation of the said schemes by 

the BC Agents without taking their consent. Similarly, the lowest gap is observed in the 

‘Reliability’ statement in Table 6.2 where “My BC maintains a correct record of my 

transactions.” has a mean gap of 0.031 implying satisfaction by the customers regarding 

the proper maintenance of accounts with transparency. This implies that the transactions 

are properly recorded in the account and any withdrawal, deposit or transfer is 

appropriately posted in the respective account and the transaction balance is stated by the 

BC Agents regularly to the customers along with the issuance of the transaction slip. It is 

also found that the ‘Reliability’ dimension has the highest average gap of 1.177   between 

expected and perceived services by the BCs customers where three of its statement i.e. 

“All terms and conditions as told to me before enrolment as a customer are met by my 

BC” has a gap score of 1.83; “My BC demonstrates genuine interest in solving the 

problems of the customers” has a gap of 1.941 and “My BC does not charge an extra 

amount to conduct any transaction” has 1.805 gap score. This signifies that BC Agents 

are not explaining the details regarding the different products or services offered to the 

customers before providing them. This was also observed in the case of APY scheme 

activation where several BC Agents have activated the scheme without taking the consent 

of the customers as these were the targets given to them by the bank branch manager and 

the Corporate BC official which had to be achieved within a due period. Thus, this has 

resulted in major grievances for many of the BCs customers. Similarly, there are some of 

the BCs operating in the rural and urban areas who are alleged to be charging a certain 

amount from the customers to withdraw, deposit or transfer the money, though the 

frequency of such BCs is low, but this form of charges is levied rampantly in far-flung 

rural areas where the bank branches are located at the distant places. A similar observation 

was made by Ujjawal et al. (2012) during the study of the financial viability of the 
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customer service provider and the client satisfaction wherein he found that there was 

overcharging by CSPs in many of the urban location collecting service fee from the client 

for each transaction pursued. Similarly, the ‘Responsiveness’ dimension in Table 6.3 has 

the second-highest average gap of 1.073 where three statements have a gap of more than 

1.3 each, clearly signalling a significant gap in this dimension. “My BC performs 

transaction without any delay has a gap of 1.396”, Similarly, My BC responds to the 

enquiries of the customers promptly” has a gap score of 1.257 and “There is no problem 

and delay in getting any passbook updated by my BC has a gap score of 1.242”. This 

signifies that the transaction is not processed smoothly and there is a delay in the service 

of the BCs while providing the services. Further, the enquiries raised by the customers is 

also not redressed by the BCs as there is no mechanism where the banks and Corporate 

BC can look into the number of enquiry raised by the customers and redressed by the BC 

within a particular period, this results in a delay in the redressal of customers queries. The 

passbook which has to be updated by the BCs requires much more time due to various 

factors like collecting it from the customers and then going to the bank for printing. Many 

bank officials assign specific days and times for printing the passbook beyond which they 

do not perform the services. Similarly, many BC Agents go to the bank on a particular 

day for printing purposes due to the traveling cost. All these factors lead to the increase 

of the gap between the perception and expectation of BCs in the responsiveness 

dimension. Finally, the total average P-E gap in Table 6.5 is -0.99 which states that there 

is a significant gap regarding the expectation and perception of the BCs customers. In the 

next step, a weighted SERVQUAL score has been computed by multiplying the 

SERVQUAL scores with the weight which represents the importance of the dimension 

assigned by the customers while filling the perceived questionnaires. The customers were 

asked to provide the weight to all the five dimensions totalling 100 as per the importance 
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perceived by them. Accordingly, the average of the total weight assigned to the five 

dimensions by the customers is calculated and stated below: 

Table 6.6: Weighted SERVQUAL Scores of BCs Customers 

SERVICE QUALITY 

DIMENSION 
SERVQUAL 

SCORES 
WEIGHT WEIGHTED  SERVQUAL 

SCORE 

Tangibility -0.987 0.22 -0.2171 

Reliability -1.177 0.18 -0.2118 

Responsiveness -1.073 0.31 -0.3326 

Assurance -0.905 0.13 -0.1176 

Empathy -0.847 0.16 -0.1355 

Overall 
 

1 -0.2536 

 

The overall average weighted SERVQUAL score is -0.2536 with 

‘Responsiveness’ being the most important attribute with a weight of 0.31 which states 

that the clients perceive the transaction should be smoothly conducted by the BCs and 

they should respond to the queries raised during the transaction and there should not be 

an abrupt delay in updating the passbook. Further, ‘Assurance’ is the least significant 

attribute among the five dimensions of SERVQUAL with a weight of 0.13. Similarly, 

‘Tangibility’ is assigned a weight of 0.22 followed by ‘Reliability’ with a weight of 0.18 

and ‘Empathy’ being 0.16.  

6.6 Conclusion 

To sum up the findings, it can be said that this study has brought out the gap 

between the expected and perceived services by the BCs customer and paved the way for 

a clear message that opening banking services in terms of outreach is not only the sine-

qua-non for financial inclusion, but the quality of services also play a major role in 
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motivating rural people in getting financially included through BCs. Gaps between 

expectation and perception of BC customers do not always suggest that the BC agents are 

not serving them properly . Expectations can soar high in the rural areas as many persons 

are first generation bank customers and do not understand the problems which BC agents 

can face.  Comparison of services offered from brick and mortar branches, which 

obviously have better infrastructure, equipment and personnel with agent outlets often 

result in expectation of comparable services.  This type of comparison cannot be 

considered to be rational as the agents can manage to put up only basic facilities for 

infrastructure and equipment as they have to finance these from their own pockets.  The 

gaps can however, of course be treated as indicators of having a target for providing better 

services.  These gaps can be brought to the notice of the BC agents so as to increase their 

awareness as to where they are lacking in providing services and how can they improve 

them. These can be indicators to the corporate BCs as well as to identify the lacunae in 

services and provide training to the agents to rectify these lacunae. Since, BC Agents are 

the local faces conducting the banking transactions and for bringing the unbanked into 

the formal financial domain, it is extremely necessary that better services be provided to 

the customers so that positive word of mouth is spread among the rural folks that will 

boost the demand side aspect of financial inclusion services leading towards increase in 

number of banking transactions at the BC outlets. Better quality of services by the BC 

Agents can lead to more satisfaction of the rural customers. Satisfied customers can 

spread the message by word of mouth about the quality of agent banking services at their 

doorsteps. This can result in more people from the rural and semi-urban areas to get 

motivated and induced to get financially included by opening a bank account with the 

BCs. This phenomenon will naturally enhance the demand for agency banking. Once 

these new customers get the taste of being financially included at their doorsteps and have 
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the ease of transactions in deposit, withdrawal, loan and direct benefit collection, they 

will be induced to carry on more transactions and also draw in their friends and relatives 

into the system. Therefore, logically improvement in quality of services can directly 

bolster the demand for these services. 
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7.1 Research Overview 

This study has sought to delve into the outreach of BC agents in North Bengal, 

the process of their appointment and monitoring, earning capacity, factors influencing the 

intention of BCs to continue their business through an empirical analysis and the 

perception of service quality by the BCs clients. This is the first study of its kind in which 

attempts have been made to empirically determine the factors influencing the intention of 

BCs to continue operations and lead to financial inclusion of the unbanked population 

living outside the formal financial system in North Bengal. The research covered all eight 

districts in North Bengal, including Darjeeling, Kalimpong, Jalpaiguri, Coochbehar, 

Alipurduar, Uttar Dinajpur, Dakshin Dinajpur and Malda, where the BCs have been 

serving the disadvantaged sections of the population. 

The findings of the study offer an insight into the paradigm of the agent banking 

system and throw light on improving the efficacy of the Business Correspondent Model. 

The findings are deemed to be important for the government, RBI, banks, and corporate 

BCs to develop a strategy for the extension of the agent banking system and effectively 

implement the financial inclusion initiative. This research has been extensively carried at 

the field level in all the districts of North Bengal, where a combination of observational 

research, survey, discussions and interviews were conducted with all stakeholders 

involved in making the agent banking system operative. 

The domain of this research work has tried to capture as much as possible 

information regarding this model of financial inclusion. Yet limitation remain as it is not 

possible to have hundred percent coverage of all issues. The limitations will be discussed 

in succeeding sections after presenting a summary of findings. 
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7.2 Summary of Findings 

A brief summary of the findings are given below: 

1. The progressive growth in Business Correspondent Agents has led to a spectacular 

expansion in the number of customer service points in the villages, drawing most of the 

rural people towards it. They have built trust and a reputation among the unbanked 

population by providing excellent banking services at a low cost and at a convenient 

location. Their affiliations with well-known financial institutions have also contributed 

substantially to their integrity and trustworthiness, resulting in an increase in the number 

of banking transactions and a rise in the average bank balance in the accounts of rural BC 

customers retained by the BCs. 

2. The increase in outreach of BCs has led to the growth in accessibility of banking 

products and services by the underprivileged and marginalised population. The number 

of BSBDA accounts opened by BCs have risen from 13.27 million accounts in 2010 to 

360.6 million BSBD accounts by 2020. Similarly, the amount of money mobilized to the 

BSBD account by BCs have increased from 10.69 billion in 2010 to 771.63 billion till 

2020. Further, the total money deposited in the BSBD account is 2030.61 billion, out of 

which approximately 40 percent of the deposit is mobilized by BCs, which indicates the 

depth of outreach in India. 

3. The number of BCs covering the unbanked villages in several districts of North Bengal 

has risen considerably since the implementation of the PMJDY initiative. The number of 

bank branches in North Bengal has climbed from 4142 in 2015 to 6172 in 2019, which 

has grown at a compounded annual growth rate of 8.3 percent. Similarly, it was found 

that the number of BC outlets in North Bengal has risen from 918 in 2015 to 3722 BC 

outlets in 2019, which shows a compounded annual growth rate of 32.31 percent. This 
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clearly indicates the extent of the expansion in the agent banking system to boost the 

financial inclusion push in the different districts of North Bengal. 

4. The appointment procedure of corporate BC and BCs are consistent across the banks. 

Majority of the bank seeks a request for proposal from the interested participant to offer 

financial inclusion services in the designated circle of the state. Corporate BCs are 

typically chosen on the basis of the lowest bid price offered during the bidding procedure. 

Similarly, the recruitment of BC Agents is typically conducted by the Corporate BCs with 

the consent of the link bank branch manager across the numerous banks. The agents are 

local faces known to the public and have a strong reputation and trust in the region. Still, 

on many occasions, variation has been observed regarding the appointment process of BC 

agents. 

5. The monitoring of BCs is routinely performed by both the corporate BCs and the banks. 

Every bank ensures that the services offered by the BC Agents are as per the stipulated 

standards established by both parties. The Branch Manager oversees the BCs relationship 

with the branch by frequently visiting the CSP and examining the cash management 

system, customer transaction register, complaint register, customers’ feedback, and BCs 

grievances. The frequency of visits varies substantially across the bank. 

Similarly, corporate BCs oversee the regular activities of the BC agents. They monitor   

the number of transactions conducted every day, average customer footfall, transaction 

receipt, verification of cash, software and hardware system status, and customer 

complaints and feedback. 

6. The number of products and services offered by BCs are cash deposits, withdrawals, 

remittances, recurring deposits, fixed deposits, PMJJBY, PMSBY, APY, IMPS, AEPS, 

MGNREGA payments, promoting and nurturing SHGS and JLGs, disbursal of small 
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value credit, collection of small value credit, collection of principal and interest amounts, 

recovery of NPAs, bank overdraft facility, creating awareness, processing and submission 

of applications to banks, issuing mini statements, passbook printing and balance enquiry. 

7. It was hypothesized that the commission (income) of the Kiosk model and the POS 

model do not differ. Thus, after performing the independent two-sample t-test, it was 

revealed that they significantly differed, rejecting the null hypothesis. BCs who use the 

Kiosk Model earn Rs.2,75,700 per year on an average, while BCs who use the POS Model 

earn Rs.1,74,113 per year, and this difference is statistically significant at the 1% level. 

The mean difference was 101,187, with a t value of 133.526. BCs employing the Kiosk 

model perform a greater number of transactions compared to the BCs using the POS 

model. Similarly, the kiosk operator has the potential to perform on-us and off-us bank 

transactions effortlessly compared to POS BCs, resulting in a larger profit for kiosk BCs. 

8. It was further hypothesized that operating expenditures between the Kiosk model and 

the POS model do not differ. But after performing the independent two sample t test, it 

was revealed that they varied statistically, rejecting the null hypothesis. BCs utilizing the 

kiosk model incur an average operating expense of Rs.1,32,015 compared to the BCs 

using the POS model, which incur Rs.86,550 as an average operating cost. The mean 

difference was 45,465 with a t-value of 83.757. 

9. It was also hypothesized that the profit of the Kiosk model and the POS model do not 

differ. Thus, after applying the two-sample independent t-test, it was discovered that the 

profit differed substantially between the Kiosk and POS models at a 1 percent level of 

significance, with the average annual profit of the Kiosk model being Rs.1,43,685 and 

the POS model being Rs.87,963 per annum. The mean difference was 55,722 with a            

t-value of 66.140. 
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10. The study revealed issues affecting the liquidity of BC Agents, resulting in difficulties 

with the smooth operation of their business. Many of the BCs confront a scarcity in the 

availability of liquid currency and e-float money, owing to which transactions are not 

carried out efficiently. Similarly, it was discovered that corporate BCs lacked cooperation 

in managing cash and e-float money. A few bank branch Managers provide bank 

overdraft facilities to their BC Agents in order to meet their liquidity needs, but the 

majority of branch Managers do not provide such facilities and instead rely on the BC 

Agents to arrange the liquidity on their own. Further, due to the compulsion of 

maintaining the BC Settlement Account by a few Corporate BCs, many BCs state that it 

creates a lot of workload as the cash has to be deposited in the BC settlement account 

initially. Thereafter, a message or screenshot has to be shared following the deposit to 

Corporate BCs who thereafter discharge the e-float balance in the BC account. Similarly, 

if the e-float balance is depleted due to excessive deposits, the BCs have to either wait for 

additional cash withdrawals or deposit cash in the BC settlement account at the branch, 

all of which delays transactional activity and raises liquidity concerns for the BCs. 

11. It was also revealed that those BCs located in remote locations had to suffer additional 

transportation expenses and CSP closure to arrange liquidity from the link branch, while 

those positioned locally were in a much better situation regarding the arrangement of 

liquidity. Many of the BCs have to carry cash physically to and from the linked branches 

without adequate security. Even in many circumstances, the time required to deposit and 

withdraw cash in a branch varies greatly, owing to lower cooperation from the bank 

personnel. All of these impediments have hampered the BC Agents action. 

12. The study also emphasized that training is a critical element that needs significant 

attention from banks and corporate BC since BCs are the face of the banks and any 
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deviation in their services leads to distrust and decline in the goodwill of the banks. It also 

ensures compliance with the regulations and eliminates fraudulent activities, which leads 

to improved confidence among the clientele. Corporate BCs offer one-day training to the 

BC Agents after their appointment and are also urged to pursue the BC Certificate Course 

sponsored by the IIBF to all those BCs who have not completed the course. It was also 

revealed that many of the BCs were having difficulty resolving technological glitches, 

handling liquidity and customer queries, resulting in transaction denials. While some of 

the BCs attempted to resolve the issues through dialogue with their counterparts, many 

others tried to get support from the corporate BC. Thus, training can play a crucial role in 

overall development of the BCs. 

13. The study also indicated that technical aspects allow transparent transactions between 

banks and their clients, establishing trust and confidence in the overall agent banking 

system. The main advantages of BCs are that they can conduct both on-us (home bank) 

and off-us (non-home bank) transactions, and it is the interoperability service that has 

added value to the BCs Agent's services. However, there were several hurdles acting as a 

hindrance to the earning capacity of the BCs, one of them being technology. It has been 

observed that there were several BCs belonging to various banks who were counseled by 

the Corporate BCs and Banks not to perform non-home bank transactions since the 

amount gets blocked on the Financial Inclusion (FI) server with the merchant banker 

requiring at least a week to resolve the problem. Hence, many BCs avoid making non-

home bank transactions. Similarly, network connectivity remains a significant challenge 

in many rural, semi-urban, and hilly areas, causing difficulties in the proper conduct of 

transactions, and there are numerous instances where Technology Service Providers 

frequently fail to respond to queries raised by BCs, resulting in transaction denial. 
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14. Commission has been identified as an important dimension that determines the BCs 

intention to continue their operation, which again depends on the availability of cash, 

technical convenience, and systematic training. BCs have covered a significant portion of 

the market that was outside of the banking paradigm in the previous decade. The majority 

of rural villagers have opened accounts with BC Agents, which they find convenient 

because the BCs are locals and are well known among them, making them comfortable 

with transacting. This has contributed to the phenomenal growth in the mobilisation of 

deposits by banks, which was previously outside the banking system. This has also 

boosted the earning potential of the BCs as customers account balances are a big 

contributor to their monthly commission earnings. Similarly, liquidity availability, 

convenient and reliable technological support and systematic training were found to have 

had a significant positive impact on the earning potential of the BCs. 

15. There are certain obstacles which have impacted their commission earnings, such as 

the emergence of new players in AEPS (Aadhaar Enabled Payment System) transactions, 

which have led to an increase in competition among the players in the financial inclusion 

segment, and lack of awareness regarding the functioning of BCs is constraining the 

growth of their customer base. It was also revealed that the commission calculated by 

Corporate BCs lacks transparency and there were cases where inaccuracy was observed 

by the BC Agents. Similarly, many corporate BCs are delaying payment of commission 

to BC Agents within the specified time period, affecting their liquidity because many BCs 

rely on commission to sustain their working capital. Furthermore, regulatory measures 

should be undertaken to expand the number of products and services so that the 

commission can be enhanced and their viability be ensured. 
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16. The study investigated the factors influencing BCs intention to continue doing 

business, and nearly 45 statements were generated based on an extensive literature survey, 

field observations, expert opinions, and consultations with corporate BCs and banks, five 

of which emerged from the EFA with nearly 70 percent of the variance, with 23 

statements being perfectly loaded. Every statement has a factor load larger than 0.5. The 

five constructs identified were termed as Liquidity Aspects, Training Aspects, Technical 

Aspects, Commission Aspects and Intention to Continue Aspects. 

17. Even though EFA was conducted for the development of a measure, Confirmatory 

Factor Analysis was done to confirm the factor structure found by Exploratory Factor 

Analysis where the overall fit indices of CFA satisfy the conditions essential for an 

acceptable model fit. It gives better control over unidimensionality and has higher 

construct validity than EFA. It not only helps to affirm or reject the model but also helps 

to modify, refine and retest the CFA model using a defined set of criteria. The convergent 

validity and discriminant validity were perfectly satisfied by the hypothesized model. 

18. The study then tried to find out the relationship between endogenous and exogenous 

factors using the Structural Equation Model (SEM). It is the structural model that defines 

the relationship among the unobserved variables and shows the relationship between the 

observed variables. Thus, it was hypothesized that the liquidity of the BC agents do not 

have a positive impact on their commission earned and it was discovered that the null 

hypothesis was rejected with a t-value of 3.879 at the 5 percent level of significance. 

Hence, it was determined that the liquidity of BC agents had a substantial positive impact 

on their commission earned with a standardised parameter of 0.254. 

19. It was also hypothesized that there was no substantial positive effect of training of BC 

Agents on their commission earned and it was discovered that the null hypothesis was 
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rejected with a t-value of 4.374 at the 5 percent level of significance. Thus, it was 

determined that there was a substantial beneficial impact of training of BC Agents on 

their commission earned with a standardised parameter of 0.279. 

20. It was further hypothesized that there was no significant positive influence of 

technical ease in executing the banking operations of BC Agents on their commission 

earned and it was discovered that the null hypothesis was rejected with a t-value of 3.873 

at the 5 percent level of significance. Thus, it was determined that there was a substantial 

positive influence of technical ease in executing the banking activities of BC Agents on 

their commission earned with a standardised parameter of 0.261. 

21. It was also hypothesized that there was no significant positive effect of commission 

earned on the intention to continue their agency banking business, and it was discovered 

that the null hypothesis was rejected with a t-value of 5.855 at a 5 percent level of 

significance. Thus, it was determined that there was a substantial positive effect of the 

commission earned on the intention to continue their agency banking business with a 

standardised parameter of 0.384. 

22. The study also found out the gap between the expected and perceived service quality 

by the clients of Business Correspondents regarding the banking services offered using 

the SERVQUAL Model where the quality was measured in five dimensions, i.e., 

Tangibility, Reliability, Responsiveness, Assurance and Empathy. It was hypothesized 

that there is no difference between the quality of services as expected by the clients of 

Business Correspondents and as perceived by them, i.e. μp = μe and it was found that 

there is a significant difference between the expectations and perceptions of the 

BCs customers, with 19 statements having a significant gap, resulting in a rejection of the 

null hypothesis. It was discovered that the clients were happy with the devices used by 
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the BCs to execute their banking transactions. Similarly, they were satisfied with the 

specific attention being given to the aged customers at the CSP and were also impressed 

with the transactional precision maintained by the BCs. Further, they also identified the 

gap between the expected and perceived service quality of the BCs. According to the 

findings, the mean P-E Gap for Reliability is 1.177, with a responsiveness of 1.073, 

Assurance 0.91, Empathy 0.85, and Tangibility 0.987.There were 19 statements out of 22 

that had a significant gap between the BC customers' expectations and perceptions, while 

customers were satisfied with the BCs service in three statements. 

7.3 Policy Implications 

On the basis of the findings and analysis of the present study, the following 

suggestions are being put up which may enable policymakers, bankers and corporate BCs 

to fill the gaps and address some of the challenges prevalent in the BC Model. 

1. The goal of reaching the unbanked areas under the PMJDY initiative is implemented 

primarily through Business Correspondent Agents. BCs operations were expanded to the 

majority of the financially excluded villages, which were left out owing to the higher cost 

of operating bank branches and weaker business potential, making it more difficult to run 

the brick and mortar branches successfully. Hence, BCs should be widely used to 

establish their outlets in rural, unbanked regions where conventional banking services 

may be offered with the ease of comfort at a reduced cost. Since, the number of BCs per 

village is 0.495, which looks attractive, but the number of people in those villages is much 

higher to be covered by a single BC. The villages are scattered and it becomes extremely 

difficult for a BC to cover more than one village in its location. Hence, an effort is to be 

initiated by the banks so that regular banking services can be provided at their doorstep. 
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2. BC Agents are the primary focal point in the success of this model. Both banks and 

corporate BCs should hire BCs solely on the basis of their credibility, which includes 

having sound banking skills, a good reputation in the community, having worked with 

the bank branch in conducting transactions, adequate knowledge of the use of technology, 

the required cash flow to run the business, and good communication skills. Furthermore, 

he should be able to establish an awareness campaign in collaboration with banks and 

Gram Panchayats in order to improve trust and visibility in society. 

3. The procedure of assigning CSP to BC Agents should be made more transparent, with 

the Branch Manager participating equally in their selection process, so that a legitimate 

candidate is picked to pursue banking operations and unauthorised collection may be 

eliminated. 

4. The monitoring of BC Agents is usually done by the District Coordinator of different 

CBCs, while the Bank Branch Manager visits the BC outlet periodically. It is suggested 

that the Branch Manager make a surprise visit quarterly and interact with customers at 

the CSP and randomly match the transaction slip for each transaction performed during 

the day, as well as verify on the register whether the customers signature are recorded or 

not. Similar tasks can be performed by the District Coordinator too, who typically visits 

the CSP every month to supervise the BCs activity. 

5. Corporate BCs should adopt the kiosk model to offer banking services through the BC 

agents as the number of transactions that can be conducted by the kiosk device is 

comparatively higher than the POS device. Similarly, the interoperability services can be 

offered without any technical glitches, and the earning potential of a kiosk operator is 

higher than that of a POS operator. 
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6. Liquidity is one of the principal aspects influencing the commission earning potential 

of the BC Agents, and the continual scarcity of cash impacts the BC operation 

significantly. Therefore, it is extremely important for banks and corporate BCs to verify 

that the BC Agents have adequate cash and e-float money to complete their banking 

operations frequently. Efforts should be made by the Corporate BCs through District 

Coordinators to monitor the liquidity pattern of BC Agents and make surprise visits to the 

CSP, so that transactional activity may be identified and liquidity status may be handled 

effectively at the CSP.     

7. Banks and corporate BCs should work to enhance the e-float balance limit of BC 

accounts, which varies across the banks. These balance restrictions have to be enhanced 

according to the BC requirements. An attempt must be made to raise the balance to such 

an amount depending on the availability of cash with the BCs, which will result in fewer 

transaction denials and the requirement to deposit cash multiple times at a bank branch 

on a single day. Similarly, the need to retain a BC Settlement account by a few corporate 

BCs should be terminated and the BCs should be allowed to operate with a bank 

settlement or overdraft account where the BCs can operate the account on the basis of the 

availability of the account balance. This will give additional flexibility in the management 

of the liquidity balance. 

8. The influence of technical aspects on the earning potential of BC Agents is found to be 

highly significant. Corporate BCs should ensure that an appropriate mechanism is in place 

where the BC Agents may contact the TSPs to fix the technical defects and hindrances 

faced during the conduction of transactions. This may be done either via WhatsApp 

response or in a call centre where a dedicated staff member can redress the issues in a 

real-time manner. Similarly, an attempt should be made to create a passbook printing 
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facility at the BC point that would improve the legitimacy and trustworthiness of the BC 

system among the rural communities. 

9. Interoperability service is the strongest pillar in the success of the BC Model and it is 

most apparent that all the Corporate BCs and Banks should develop full-fledged 

interoperability services so that both on-us and off-us transactions may be quickly 

initiated in the villages. Until recently, only the BCs of SBI have been delivering 

interoperability services in a full-fledged way, while most other bank BCs have partially 

embraced it. Banks, working with the Corporate BCs, should ensure that a suitable 

platform is established or a current system is upgraded to integrate the required updates 

so that interoperability services can be offered which will help towards the promotion of 

inclusive finance in the country. 

10. Both corporate BCs and banks should ensure that BC Agents regularly issue system 

printed receipts following each transaction rather than merely announcing the account 

balance to customers. Similarly, if there are difficulties with handheld devices or laptops 

or desktops owing to hardware or software malfunctions, an attempt should be made to 

fix the defects as fast as possible by the TSPs. Similarly, until the TSPs resolve the issue, 

the machine should be replaced by Corporate BCs or banks, as closing the outlet will 

place an additional burden on customers to travel to the linked branch or any other nearby 

outlet to conduct basic transactions, which will have a significant negative impact on the 

overall system. 

11. Network connectivity is still a challenging process in many rural areas and 

mountainous terrain, restricting frequent access for clients. Both corporate BCs and banks 

should make an attempt to offer VSAT in all those regions where network connectivity 

is poor. Further, they should also need to check that the VSAT is frequently utilized by 
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the BC Agents and any technical difficulties created during its operations should be 

promptly resolved so that the services continue uninterrupted. Connectivity can also be 

increased by cooperating with the Gram Panchayat members or Block Level officials. 

12. Since the majority of the BC clients are semi-literate or illiterate, they are more prone 

to fraud, wrongdoing, and serious misconduct. The bank should ensure that a dedicated 

grievance redressal desk is established at the linked branch so that BC clients may 

complain or submit their concerns in their own mother tongue, which should be redressed 

within a defined period on a priority basis. This method may be replicated by many other 

rural bank branches, which will improve the legitimacy of the agent banking system and 

will establish a trustworthy link between the banks and BCs. 

13. The bank should make a systematic effort to teach the bank staff about the concept 

and operations of BC Agents so that appropriate collaboration and synergy can be formed, 

which would enhance the service quality of the agent banking system. Similarly, 

corporate BCs should offer training on management of technology difficulties and 

operational hindrances to the BC Agents consistently throughout the banks. 

14. Awareness campaigns should be performed both in rural and urban locations to 

enhance customer awareness of the BC operations. It has been generally observed that 

there is a huge knowledge gap regarding the operation of BCs and even highly educated 

clientele are confused regarding the products and services offered by the BCs. Both   

corporate BC and banks should undertake an awareness session to sensitize the people 

regarding the BC services so that the benefit of the agent banking system is fully reaped 

by all the customer segments, generating revenues for the stakeholders engaged in the 

process, which will further enhance financial inclusion in the country. 
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15. Commission is a major factor that influences the intention of BCs to maintain their 

operations. Account opening, deposits, withdrawals, remittances and the average account 

balance maintained by the clients are the primary sources of revenue for the BC Agents. 

It has already been more than a decade since BC agents have delivered their services as 

an extension of the banking outlet and it is recommended that both banks and corporate 

BCs should create tailor-made products for rural clients to mobilise more deposits in the 

formal financial system.  

16. Banks should focus on raising the percentage rate of commission on various product 

and service components. This will improve the earning capacity of the BCs, resulting in 

an expansion of operations in the rural regions. Similarly, more transparency should be 

introduced by Corporate BCs in computing the commission amount so that confidence 

may be built up among the stakeholders. The payment of commission is to be done within 

the stipulated timeframe by the Corporate BCs and any delay in payment should be 

examined by the Financial Inclusion Manager. Further, the statement of commission 

should also be provided to the BC Agents to promote more transparency in the system. 

Corporate BC should consider rationalising the commission sharing ratio, which in some 

cases is 60:40 where 60 percent of the commission is given to BC Agents and 40 percent 

is retained by the Corporate BCs. 

7.4 Limitations of the Study 

Efforts have been made in this study to address a multiplicity of issues relating to 

outreach of BCs for financial inclusion, their appointment and monitoring procedures, 

liquidity, earnings, training, perception of customers, technological problems and others. 

However, being a successful model for financial inclusion, new challenges are sprouting 

up every day. Frauds in transactions are not unheard of, however one of the limitations of 

our study is that such events cannot be unearthed and analysed empirically. This is 
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because digging out data through observations and surveys could not be done. BC agents 

need to be financially literate since they handle a large number of financial transactions. 

Though, it would have been better to gauge the level of their financial literacy and 

associate it with their level of competency and earnings, yet, this has been left out in the 

present study as the scope of the investigation would have been much more broadened. 

Cases of attrition, i.e., dropping off activities as BCs, have also been reported. However, 

due to a lack of information from the drop-outs as to why they left, it was not feasible to 

generate their concerns. Similarly, the viability of the BC model for banks and corporate 

BC was not examined in this research due to the non-availability of the data. Additionally, 

due to time and cost constraints, the BC research was confined to only eight districts in 

West Bengal, limiting the findings' generalizability across the country. 

7.5 Scope of Future Research 

Since the area of research in Business Correspondents is relatively new compared 

to other specific dimensions of financial inclusion, it is expected that developments in 

this sector will attract more researchers. As this arena develops, more prospects and 

problems are expected to surface and will need in depth investigation. As pointed out in 

the limitation of this study that frauds in financial transactions by BCAs, attrition, level 

of financial literacy of BCs have not been explored. These areas can therefore be taken 

up by researchers in future if they adopt suitable research methods and can collect relevant 

data. Similarly, future research can be carried out to study the moderating role of 

demographic variables between the liquidity, technical and training aspects and 

commission aspects along with the mediating effect of commission between these 

aspects. Further, financial viability analysis of the BC model from the banker’s 

perspective may also be an interesting area of research in future. The author of this thesis 

intends to explore these untreaded areas with co-researcher in the near future. 
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APPENDIX 1 

QUESTIONNAIRE TO BUSINESS CORRESPONDENTS/BC AGENTS 

 

Dear Sir/Madam, 

I Pintu Prasad Jaiswal, Research Scholar, Department of Commerce, University of 

North Bengal would like to request you to fill the questionnaire wherein the statement 

regarding the various aspects of BCs operation is stated. Your identity will be kept 

completely confidential and all the information provided here in will be used for 

academic research purpose only. Please provide a genuine and unbiased response. 

Hearty gratitude for sparing your time. Thank you..!! 

 

PART – A 

 

1. Name of BC/BC Agent: 

2. Name of Corporate BC:               3. Age:       

4. Gender:       Male/Female/Others           5. Mode of Operating Business: Kiosk/POS Model 

6. Capital Cost Invested per annum (Rs.) 

(a) For Kiosk Model – 

(i) Computer/Laptop:               _________________ 

(ii) Biometric Device:     _________________ 

(iii) Printer:                     _________________ 

(iv) Furniture & Fittings:  _________________ 

(v) Data Card:                _________________ 

(vi) Pinpad Device:       _________________ 

(vii) Inverter:                 _________________ 

(viii) Cash Counting Machine:  _________________ 

(ix) Security Deposit:    _________________ 

(b) For POS Model  

 (i) POS/Biometric GPRS Mobile:  ____________ 

 (ii) Furniture & Fittings:   ____________ 

 (iii) Security Deposit:    ____________ 

 

7. Commission received per annum (Rs.)    ____________ 
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8. Operating Expenses per annum (Rs.) – 

      (a) Kiosk Model – Yes/No    (b) POS Model: Yes/No 

 (i) Staff Salary:    _________ 

 (ii) Electricity:    _________ 

 (iii) Stationery:    _________ 

 (iv) Internet Charges:   _________ 

 (v) Rent :   _________ 

 (vi) Maintenance Charge:  _________ 

 (vii) Insurance:    _________ 

 (viii) Travelling:   _________ 

 (ix) Depreciation of Capital investment: _________ 

 

PART – B 

Please mark a tick in the box of each statements that represent your best response 

with SA = Strongly Agree; A= Agree; N= Neutral; D= Disagree; SD= Strongly 

Disagree 

 

S.No. Statements SA A N D SD 

1 
I have adequate liquid cash and e-float for maintaining 

liquidity           

2 
I have resources to arrange cash and e-float when 

required           

3 
There are often big gaps between deposit and 

withdrawal of cash           

4 
There is predictable fluctuation in client demand for 

cash           

5 There is cash and e-float support from Corporate BCs 
          

6 I am not losing customers trust due to liquidity issue 
          

7 I do not have to deny transaction due to liquidity issue           

8 
There is no security risk in handling large amount of 

cash           

9 
Transaction amount limit has no impact on liquidity 

           

10 
It takes less time to deposit and withdraw cash from 

bank branch           



 

230 
 

S.No. Statements SA A N D SD 

11 
Distance from base branch does not affect liquidity 

           

12 
There are no technical difficulties for carrying out 

transactions 
  

        

13 There is good internet connectivity   
        

14 
It does not take more time to process a single 

transaction of other banks 
  

        

15 
There is no service downtime due to server 

problem 
  

        

16 
There is no failure in fingerprint recognition of 

customers 
  

        

17 There is no interoperability problem   
        

18 
There is on field support by Technology Service 

Providers (TSPs) 
  

        

19 
Corporate BC repairs the device immediately if 

problems occur in it           

20 
Transaction failure due to network issues is 

redressed quickly by BC 
          

21 
Transaction alert message is delivered in mobile 

phone           

22 Passbook updation facility is provided at CSP 
          

23 
The amount of total commission received per 

month is transparent 
  

        

24 The amount of calculated commission has no errors   
        

25 The commission is paid without any delay   
        

26 
I will continue working with the amount of 

commission earned 
  

        

27 
My commission can increase with the existing 

product and service 
  

        

28 
Commission statement is provided by the 

Corporate BCs           

29 
Increase in number of BC has not affected my 

commission 
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S.No. Statements SA A N D SD 

30 
The amount of commission earned is increasing 

regularly 
          

31 
CBCs provides online training materials for self-

learning 
  

        

32 
CBCs provides training regarding activities and 

terms & conditions 
  

        

33 There is a fixed schedule of training   
        

34 Regular re-training is conducted by bank and CBCs   
        

35 
CBCs provides training  regarding client 

mobilisation and retentions 
  

        

36 CBCs provides refresher training regularly   
        

37 CBCs provides training regarding handling of liquidity   
        

38 CBCs provides training regarding financial literacy 
          

39 I am satisfied with the current status of my business 
          

40 
I have the self-efficacy  to continue my activities as BC 

in future           

41 
My closest family members think that I should pursue a 

career as BC           

42 
I can take the risk to deal with fluctuations in financial 

transactions           

43 I expect my business to grow in future 
          

44 
My social status has upgraded in my locality after I took 

up BC operations           

45 
Bank Manager provides active support in the BCs 

activity           
 

---------------------------------------Thank you for your valuable response-------------------- 
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APPENDIX 2 

QUESTIONNAIRE TO BUSINESS CORRESPONDENTS CUSTOMERS 

EXPECTED SERVICE QUALITY 

 

Dear Sir/Madam, 

I Pintu Prasad Jaiswal, Research Scholar, Department of Commerce, University of North 

Bengal would like to request you to fill the questionnaire wherein the statement regarding 

Expected Service Quality of BCs is stated. Your identity will be kept completely confidential 

and all the information provided here in will be used for academic research purpose only. 

Please provide a genuine and unbiased response. Hearty gratitude for sparing your time. 

Thank you..!! 

 

Name:                   Gender:                                  Age:                   

Qualification:                                            Dist:                        Corporate BC:  

Link Bank Branch: 

 

ATTRIBUTES 

 

Definitely 

 

(7) 

Very 

Probably 

(6) 

Probably 

 

(5) 

No 

Opinion 

(4) 

Possibly 

 

(3) 
 

Probably 

Not 

(2) 

Definitely 

Not 

(1) 

A. Tangibility      

 

 

 

 

 

   

1. It is expected that 

Information 

regarding BC, link 

branch, contact 

number and product 

and service charge 

will be available at 

CSP 

       

2. It is expected that 

transaction will be 

done through smart 

devices 

       

3. It is expected that 

BC will provide 

drinking water, 

sitting facility and 

space for standing in 

queue 

       

4. BC will smartly 

manage the CSP and 

open it in time. 

 

 

      

B. Reliability        

5. It is expected that 

BC will explain the 

terms and condition 

before enrolling as a 

customer 

       

6. BC will 

demonstrates 

genuine interest in 
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ATTRIBUTES 

 

Definitely 

 

(7) 

Very 

Probably 

(6) 

Probably 

 

(5) 

No 

Opinion 

(4) 

Possibly 

 

(3) 
 

Probably 

Not 

(2) 

Definitely 

Not 

(1) 

solving customers 

problem 

7. The account is 

expected to be link 

with a bank which is 

extremely safe 

       

8. The transaction 

record will be 

accurately 

maintained by BC 

       

9. It is expected that 

BC will not charge 

any extra amount to 

conduct transaction 

       

C. Responsiveness  

 

      

10. It is expected 

that BC will perform 

transaction without 

any delay 

       

11. BC will 

promptly respond to 

the enquiries of the 

customers 

       

12. BC will update 

the passbook without 

delaying it from 

their end 

       

13. It is expected 

that BC will handle 

the technical snags 

efficiently 

       

D. Assurance  

 

      

14. It is expected 

that transaction with 

BC will be safe and 

secure 

       

15. BC will instill 

confidence in 

pursuing banking 

transaction 

       

16. BC is expected 

to be courteous and 

polite during the 

transaction 

       

17.It is expected that 

BC will explain the 

features of available 

banking product and 

services before 
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ATTRIBUTES 

 

Definitely 

 

(7) 

Very 

Probably 

(6) 

Probably 

 

(5) 

No 

Opinion 

(4) 

Possibly 

 

(3) 
 

Probably 

Not 

(2) 

Definitely 

Not 

(1) 

providing it to 

customers 

Empathy 
       

18.BC will give 

special attention to 

the customers 

especially the aged 

customers 

       

19.It is expected that 

BC will provide 

banking services 

beyond normal 

working hours in 

case of necessity 

       

20.BC is expected to 

resolve the low 

balance account and 

balance deduction 

related query 

       

21.BC is expected to 

redress the customer 

grievances politely 

       

22.It is expected that 

BC will courteously 

deal with failed 

transaction 

 

       

 

-----------------------------------------Thank you for your valuable response--------------------------- 
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APPENDIX 3 

QUESTIONNAIRE TO BUSINESS CORRESPONDENTS CUSTOMERS 

PERCEIVED SERVICE QUALITY 

 

Dear Sir/Madam, 

I Pintu Prasad Jaiswal, Research Scholar, Department of Commerce, University of North 

Bengal would like to request you to fill the questionnaire regarding the Perceived Service 

Quality of BCs. Your identity will be kept completely confidential and all the information 

provided here in will be used for academic research purpose only. Please provide a genuine 

and unbiased response. Hearty gratitude for sparing your time. Thank you..!! 

Name:            Gender:                      Age:                 

Qualification:                                            Dist:         Corporate BC: 

Link Bank Branch: 

ATTRIBUTES 
Always 

(7) 

Very 

Frequently 

(6) 

Occasionally 

(5) 

No 

Opinion 

(4) 

Rarely 

(3) 

Very 

Rarely 

(2) 

Never 

(1) 

E. Tangibility      

 

 

 

 

 

   

1. Information 

regarding BC, link 

branch, contact 

number and product 

and service charges 

are displayed at my 

CSP 

       

2. My BC use 

Computer, Laptop or 

Smart devices to 

conduct banking 

transactions 

       

3. My BC provides 

drinking water, 

sitting facility and 

space for standing in 

queue 

       

4. My BC smartly 

manage the CSP and 

open it in time. 

       

F. Reliability        

5. All terms and 

conditions as told to 

me before enrolment 

as customer are met 

by my BC 

       

6. My BC 

demonstrates genuine 

interest in solving the 

problems of the 

customers 
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ATTRIBUTES 
Always 

(7) 

Very 

Frequently 

(6) 

Occasionally 

(5) 

No 

Opinion 

(4) 

Rarely 

(3) 

Very 

Rarely 

(2) 

Never 

(1) 

7. My BC is linked to 

a bank where my 

money is safe 

       

8. My BC maintains 

correct record of my 

transactions. 

       

9. My BC does not 

charge extra amount 

to conduct any 

transaction 

       

G. Responsiveness        

10. My BC performs 

transactions without 

any delay  

       

11. My BC responds 

to the enquiries of the 

customers promptly 

       

12. There is no 

problem and delay in 

getting my passbook 

updated by my BC 

       

13. Problems in 

transactions due to 

technical snags can 

be handled by my 

BC 

       

H. Assurance        

14. It is safe for me 

to transact with my 

BC 

       

15. My BC instill 

confidence in 

pursuing banking 

transaction 

       

16.My BC is 

courteous and polite 

during the transaction 

       

17. My BC explain 

the features of 

available banking 

product and services 

before providing it to 

the customers 

       

Empathy 

       

18.My BC gives 

special care to the 

customers especially 

the aged customers 

       

19.My BC works 

beyond normal 

working hours in 

case of necessity to 

the customers 

       



 

237 
 

ATTRIBUTES 
Always 

(7) 

Very 

Frequently 

(6) 

Occasionally 

(5) 

No 

Opinion 

(4) 

Rarely 

(3) 

Very 

Rarely 

(2) 

Never 

(1) 

20.My BC smoothly 

resolves the low 

balance account and 

balance deduction 

related query 

       

21.My BC redresses 

customers grievances 

with politeness 

       

22. My BC is 

courteous when 

dealing with failed 

transactions of the 

customers 

       

 

 Rate the dimensions of Service Quality in terms of importance as perceived by 

you by   giving a score out of 100: 

1. Tangibility   : _____/100 

2. Reliability    : _____/100 

3. Responsiveness  : _____/100 

4. Assurance  : _____/100 

5. Empathy  : _____/100  

6.  

--------------------------------------Thank you for your response---------------------------- 
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APPENDIX 4:  

DETAILED RESULTS OF SEM 

Regression Weights: (Group number 1 - Default model) 

   Estimate S.E. C.R. P Label 

COMMISSION <--- TRAINING .309 .071 4.374 ***  

COMMISSION <--- TECHNICAL .250 .064 3.873 ***  

COMMISSION <--- LIQUIDITY .223 .057 3.879 ***  

INTENTION <--- COMMISSION .329 .056 5.855 ***  

LIQA1 <--- LIQUIDITY 1.000     

LIQA5 <--- LIQUIDITY .872 .052 16.640 ***  

LIQA8 <--- LIQUIDITY .772 .051 15.117 ***  

LIQA10 <--- LIQUIDITY .856 .050 17.055 ***  

LIQA11 <--- LIQUIDITY .809 .051 15.811 ***  

COMA1 <--- COMMISSION .940 .061 15.429 ***  

COMA3 <--- COMMISSION .913 .063 14.442 ***  

TRAA1 <--- TRAINING .781 .068 11.435 ***  

TRAA2 <--- TRAINING 1.000     

TRAA5 <--- TRAINING .856 .061 13.950 ***  

TRAA6 <--- TRAINING .792 .057 13.923 ***  

TRAA7 <--- TRAINING .961 .073 13.211 ***  

TECA2 <--- TECHNICAL .944 .059 16.060 ***  

TECA4 <--- TECHNICAL .941 .069 13.634 ***  

TECA6 <--- TECHNICAL .858 .058 14.759 ***  

TECA7 <--- TECHNICAL 1.000     

INTA1 <--- INTENTION .709 .053 13.308 ***  

INTA2 <--- INTENTION .852 .070 12.259 ***  

INTA5 <--- INTENTION .827 .062 13.399 ***  

INTA6 <--- INTENTION 1.000     

COMA2 <--- COMMISSION .976 .068 14.405 ***  

COMA5 <--- COMMISSION 1.000     

COMA7 <--- COMMISSION .983 .063 15.684 ***  
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Standardized Regression Weights: (Group number 1 - Default model) 

   Estimate 

COMMISSION <--- TRAINING .279 

COMMISSION <--- TECHNICAL .261 

COMMISSION <--- LIQUIDITY .254 

INTENTION <--- COMMISSION .384 

LIQA1 <--- LIQUIDITY .857 

LIQA5 <--- LIQUIDITY .800 

LIQA8 <--- LIQUIDITY .750 

LIQA10 <--- LIQUIDITY .814 

LIQA11 <--- LIQUIDITY .774 

COMA1 <--- COMMISSION .808 

COMA3 <--- COMMISSION .767 

TRAA1 <--- TRAINING .665 

TRAA2 <--- TRAINING .768 

TRAA5 <--- TRAINING .798 

TRAA6 <--- TRAINING .797 

TRAA7 <--- TRAINING .759 

TECA2 <--- TECHNICAL .820 

TECA4 <--- TECHNICAL .721 

TECA6 <--- TECHNICAL .766 

TECA7 <--- TECHNICAL .846 

INTA1 <--- INTENTION .764 

INTA2 <--- INTENTION .707 

INTA5 <--- INTENTION .769 

INTA6 <--- INTENTION .808 

COMA2 <--- COMMISSION .765 

COMA5 <--- COMMISSION .803 

COMA7 <--- COMMISSION .818 

 

Covariances: (Group number 1 - Default model) 

   Estimate S.E. C.R. P Label 

LIQUIDITY <--> TRAINING .232 .044 5.310 ***  

LIQUIDITY <--> TECHNICAL .343 .052 6.585 ***  

TRAINING <--> TECHNICAL .223 .041 5.452 ***  
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Correlations: (Group number 1 - Default model) 

   Estimate 

LIQUIDITY <--> TRAINING .379 

LIQUIDITY <--> TECHNICAL .485 

TRAINING <--> TECHNICAL .398 

Model Fit Summary 

CMIN 

Model NPAR CMIN DF P CMIN/DF 

Default model 53 386.392 223 .000 1.733 

Saturated model 276 .000 0   

Independence model 23 4105.358 253 .000 16.227 

RMR, GFI 

Model RMR GFI AGFI PGFI 

Default model .036 .898 .874 .726 

Saturated model .000 1.000   

Independence model .265 .283 .218 .260 

Baseline Comparisons 

Model 
NFI 

Delta1 

RFI 

rho1 

IFI 

Delta2 

TLI 

rho2 
CFI 

Default model .906 .893 .958 .952 .958 

Saturated model 1.000  1.000  1.000 

Independence model .000 .000 .000 .000 .000 

Parsimony-Adjusted Measures 

Model PRATIO PNFI PCFI 

Default model .881 .798 .844 

Saturated model .000 .000 .000 

Independence model 1.000 .000 .000 

NCP 

Model NCP LO 90 HI 90 

Default model 163.392 112.743 221.907 

Saturated model .000 .000 .000 

Independence model 3852.358 3648.417 4063.594 
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FMIN 

Model FMIN F0 LO 90 HI 90 

Default model 1.271 .537 .371 .730 

Saturated model .000 .000 .000 .000 

Independence model 13.504 12.672 12.001 13.367 

RMSEA 

Model RMSEA LO 90 HI 90 PCLOSE 

Default model .049 .041 .057 .562 

Independence model .224 .218 .230 .000 

AIC 

Model AIC BCC BIC CAIC 

Default model 492.392 501.478 689.568 742.568 

Saturated model 552.000 599.314 1578.806 1854.806 

Independence model 4151.358 4155.301 4236.925 4259.925 

ECVI 

Model ECVI LO 90 HI 90 MECVI 

Default model 1.620 1.453 1.812 1.650 

Saturated model 1.816 1.816 1.816 1.971 

Independence model 13.656 12.985 14.351 13.669 

HOELTER 

Model 
HOELTER 

.05 

HOELTER 

.01 

Default model 204 217 

Independence model 22 23 
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APPENDIX 5: PHOTOGRAPHS TAKEN DURING FIELD VISITS 

   

SBI BUSINESS CORRESPONDENTS OUTLETS 

   

                                KIOSK MODEL                                     POS MODEL 

     

        CENTRAL BANK OF INDIA BC POINT   UNITED BANK OF INDIA BC POINT 

 



 

243 
 

               

         KIOSK MODEL – DESKTOP WITH                          LAPTOP, BIOMETRIC DEVICE 

                           MINI ATM                                                                         & PRINTER 

     

POS MODEL DEVICE 

     

         UBKGB - TRANSACTION RECEIPT                          UBI BC POINT               
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APPENDIX 6:  

RBI CIRCULAR ON BC MODEL 

RBI/2005-06/288 

DBOD.No.BL.BC. 58/22.01.001/2005-2006 

January 25, 2006 

Magha 5, 1927 (S) 

The Chairmen & CEOs 

(All Scheduled Commercial Banks including RRBs) 

Dear Sir, 

Financial Inclusion by Extension of Banking Services - Use of Business Facilitators 

and 

Correspondents 

Dear Sir, 

With the objective of ensuring greater financial inclusion and increasing the outreach of 

the banking sector, it has been decided in public interest to enable banks to use the 

services of Non-Governmental Organisations/ Self Help Groups (NGOs/ SHGs), Micro 

Finance Institutions (MFIs) and other Civil Society Organisations (CSOs) as 

intermediaries in providing financial and banking services through the use of Business 

Facilitator and Correspondent models as indicated below. 

 

2. Business Facilitator Model: Eligible Entities and Scope of Activities 

2.1 Under the “Business Facilitator” model, banks may use intermediaries, such as, 

NGOs/Farmers' Clubs, cooperatives, community based organisations, IT enabled rural 

outlets of corporate entities, Post Offices, insurance agents, well functioning Panchayats, 

Village Knowledge Centres, Agri Clinics/ Agri Business Centers, Krishi Vigyan Kendras 

and KVIC/ KVIB units, depending on the comfort level of the bank, for providing 

facilitation services. Such services may include (i) identification of borrowers and fitment 

of activities; (ii) collection and preliminary processing of loan applications including 

verification of primary information/data; (iii) creating awareness about savings and other 

products and education and advice on managing money and debt counselling; (iv) 

processing and submission of applications to banks; (v) promotion and nurturing Self 

Help Groups/ Joint Liability Groups; (vi) post-sanction monitoring; (vii) monitoring and 

handholding of Self Help Groups/ Joint Liability Groups/ Credit Groups/ others; and (viii) 

follow-up for recovery.  

2.2 As these services are not intended to involve the conduct of banking business by 

Business Facilitators, no approval is required from RBI for using the above intermediaries 

for facilitation of the services indicated above. 

3. Business Correspondent Model: Eligible Entities and Scope of Activities 

3.1 Under the "Business Correspondent" Model, NGOs/ MFIs set up under Societies/ 

Trust Acts, Societies registered under Mutually Aided Cooperative Societies Acts or the 
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Cooperative Societies Acts of States, section 25 companies, registered NBFCs not 

accepting public deposits and Post Offices may act as Business Correspondents. Banks 

may conduct thorough due diligence on such entities keeping in view the indicative 

parameters given in Annex 3.2 of the Report of the Internal Group appointed by Reserve 

Bank of India (available on RBI website: www.rbi.org.in) to examine issues relating to 

Rural Credit and Micro-Finance (July 2005). In engaging such intermediaries as Business 

Correspondents, banks should ensure that they are well established, enjoying good 

reputation and having the confidence of the local people. Banks may give wide publicity 

in the locality about the intermediary engaged by them as Business Correspondent and 

take measures to avoid being misrepresented. 

3.2 In addition to activities listed under the Business Facilitator Model, the scope of 

activities to be undertaken by the Business Correspondents will include (i) disbursal of 

small value credit, (ii) recovery of principal / collection of interest (iii) collection of small 

value deposits (iv) sale of micro insurance/ mutual fund products/ pension products/ other 

third party products and (v) receipt and delivery of small value remittances/ other payment 

instruments. 

3.3 The activities to be undertaken by the Business Correspondents would be within the 

normal course of the bank's banking business, but conducted through the entities indicated 

above at places other than the bank premises. Accordingly, in furtherance of the objective 

of increasing the outreach of the banks for micro-finance, in public interest, the Reserve 

Bank hereby permits banks to formulate a scheme for using the entities indicated in 

paragraph 3.1 above as Business Correspondents. Banks should ensure that the scheme 

formulated and implemented is in strict compliance with the objectives and parameters 

laid down in this circular. 

 

4. Payment of commission/ fees for engagement of Business Facilitators/ 

Correspondents 

Banks may pay reasonable commission/ fee to the Business Facilitators/ Correspondents, 

the rate and quantum of which may be reviewed periodically. RBI Master Circular 

DBOD.Dir.5/13.07.00/2005-06 dated July 1, 2005 may be treated as modified to that 

extent. The 220 agreement with the Business Facilitators/ Correspondents should 

specifically prohibit them from charging any fee to the customers directly for services 

rendered by them on behalf of the bank. 

 

5. Other Terms and Conditions for Engagement of Business Facilitators and 

Correspondents 

5.1 As the engagement of intermediaries as Business Facilitators/ Correspondents 

involves significant reputational, legal and operational risks, due consideration should be 

given by banks to those risks. They should also endeavour to adopt technology-based 

solutions for managing the risk, besides increasing the outreach in a cost effective manner. 

In formulating their schemes, banks may be guided by the recommendations made in the 



 

246 
 

Khan Group Report as also the draft outsourcing guidelines released by Reserve Bank of 

India on December 6, 2005 (available on RBI website: www.rbi.org.in). 

5.2 The arrangements with the Business Correspondents shall specify: (a) suitable limits 

on cash holding by intermediaries as also limits on individual customer payments and 

receipts, (b) the requirement that the transactions are accounted for and reflected in the 

bank's books by end of day or next working day, and (c) all agreements/ contracts with 

the customer shall clearly specify that the bank is responsible to the customer for acts of 

omission and commission of the Business Facilitator/Correspondent. 

 

6. Redressal of Grievances in regard to services rendered by Business Facilitators/ 

Correspondents 

(a) Banks should constitute Grievance Redressal Machinery within the bank for 

redressing complaints about services rendered by Business Correspondents and 

Facilitators and give wide publicity about it through electronic and print media. The name 

and contact number of designated Grievance Redressal Officer of the bank should be 

made known and widely publicised. The designated officer should ensure that genuine 

grievances of customers are redressed promptly. (b) The grievance redressal procedure of 

the bank and the time frame fixed for responding to the complaints should be placed on 

the bank's website. (c) If a complainant does not get satisfactory response from the bank 

within 60 days from the date of his lodging the compliant, he will have the option to 

approach the Office of the Banking Ombudsman concerned for redressal of his 

grievance/s. 

 

7. Compliance with Know Your Customer (KYC) Norms 

Compliance with KYC norms will continue to be the responsibility of banks. Since the 

objective is to extend savings and loan facilities to the underprivileged and unbanked 

population, banks may adopt a flexible approach within the parameters of guidelines 

issued on KYC from time to time. The KYC guidelines issued vide our circulars dated 

November 29, 2004 and August 23, 2005 provide sufficient flexibility to banks. In 

addition to introduction from any person on whom KYC has been done, banks can also 

rely on certificates of identification issued by the intermediary being used as Banking 

Correspondent, Block Development Officer (BDO), head of Village Panchayat, Post 

Master of the post office concerned or any other public functionary, known to the bank. 

 

Yours faithfully, 

(P. Vijaya Bhaskar) 

Chief General Manager 
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