on Foot

Banking correspondents who fan
out to the corners of rural India are

relevant even in this digital age.

Could the interest of ecommerce
players in this massive network

change their meagre fortunes?

= Shallesh Menon

f you thought only senior citizens would be
relieved by the Haryana government’s Old
Age Samman Allowance, you are mistaken.
Some younger people are pleased as well.
Like Acchiram, 44. Abanking correspondent
(BC), he is one of the over 20 lakh agents
who fan out into the nooks and comers

of India where bank branches don't

underbanked places. From offering a range
of banking services to offering insurance,
mutual funds and bill payment services, dili-
gent BCagents have more avenues to earna
modest livelihood. Now they couldbe going
beyond banking, too. Thanks to their role in
taking banking and financial services to the
last mile, several ecommerce players are in-
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(UPI) and Aadhaar Enabled Payment
System (AEPS) and Bharat BillPay has
broadened their scope. Currently, the
BC network handles banking-related
transactions worth 3.5 lakh crore a
year (see graphics).

“BCs helped decongest the bank
branches in a big way. A large bulk of
the domestic remittances (urban-to-
rural money transfers), amounting to
roughly ¥12,000 crore a month,
moved to BC channels,” says Kulkar-
ni. “Government’s direct benefit
transfer to bank accounts became a
success as there were BC agents tofa-
cilitate cash withdrawals. Even during
Covid-19, people living in the hinter-
land did not face cash shortage as
there were BCs helping them with
withdrawal and transfers,” he adds.

Where Branches Don’t Reach
What makes BCs important in far-
flung Indian villages? To understand
that, one needs to know more about
India’s banking infrastructure. Out of
the 1.2 lakh bank branches in India,
only 36,000-odd are located in rural
areas. There are 2.1 lakh ATMs across
the country, of which only 96,000
are off-site (away from a bank branch)
cash-vending machines. There are
just 25,000-odd ATMs for over 6.5
lakh Indian villages. In its elementary
form, BCs make up for the absence of
branches and ATMs in rural India. They fa-
cilitate cash transfers for which they earn
up to 1% as commission while cash with-
drawal services (via the AEPS platform)
yield them a 0.5% fee.

Says Amit Jain, head of alliances at Fino
Payments Bank: “Cash is the primary medi-
umof transaction in rural India; it is estimat-
ed that the use of cash in smaller towns and
villages is as high as 85%. At the same time,
the number of ATMs maintained by banks
are coming down gradually. Sothere’s aneed
for BCs to facilitate cash transfer and with-
drawal services.”

But ATM services can’t make BC opera-
tions viable. BCs earn between 73,000 and
720,000 a month. They need to bundle up
other banking products and services to be
profitable or at least stay afloat. However,
there are stringent laws governing BCs. As
per RBIrules, a BCagent (acting as custom-
er service points) can only be attached to
one bank. Barring cash withdrawal servic-
es, he is not allowed to vend products or
services (such as account opening, loans,
deposits and other savings products) of
other banks. So corporate BCs appoint
agents who are mapped to one bank and
provide services and products of just that
bank in a specific area. These agents could
be an individual or a small trader suchasa
kirana shop owner.

“The low commercial viability of the BC
model is wellknown; They will need multi-
ple revenue channels and more products
and services to make it a profitable busi-
ness,” says Deepti George, head of policy at
Dvara Research.

Progressive laws are the only solution to
this problem, say most corporate BC execu-
tives whom ET Magazine consulted. “BCs
should be allowedto offer products and ser-
vices of more than one or two banks. In fact,
if they are allowed to cross-sell, they will be
able to offer better products and services to
customers,” says Anand Kumar Bajaj, MD &
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Of the 2.1 Iakh ATMS,
only 96,000 are off-site
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Note “On-site ATM machines are set up on the
jpremises of a bank branch | Source: RBI

“As neo-banking
and branchless
banking gain
strength, BCs
will be mare

critical. while

assisted banking
will be their core business,
they will branch out to non-
banking businesses as well”
Sunil Kulkarnl, ceo, scri
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CEOQof PayNearby, which has over 6
lakh agents on its rolls. “The com-
missionrates for several BCservices
(such as cash withdrawal) are oo
low to make ita self-sustaining busi-
ness. Even though we serve the
poorest of the poor, we come under
the 27% GST bracket. BCs doing vol-
umes above 720 lakh are also re-
quired to pay TDS. These laws and
levies make itdifficult for BCs to op-
erate profitably,” headds.

There are broadly three types of
BCs operating in Indian villages.
The ones who do cash withdrawals
and transfers are called “transac-
tion BCs”. Then there are “asset
BCs” who facilitate micro-loans
from banks, NBFCs and MFIs. The
third category are branch-backed
BCs who are exclusively appointed
by PSUbanks. Nearly 70% of agents
are transaction BCs — and they pre-
fer to remain so, as only cash with-
drawals and transfers have been
made interoperable across banks.

“The BC model may not grow or
evolve just by servicing bank ac-
counts and doing payments,”
says Sasidhar N Thumu-
luri, MD & CEO of Sub-K
Impact Solutions, an as-
set BC with an outstand-
ing loan book worth
21,200 crore. “One-

“Ecommerce
players are not
able to expand
their services
to remote

villages as

people have not
started using smartphones or
digital payment methods. BCS
can help bridge the divide”

Dilip Modi,

Founder, Spice Money

“Ecommerce players are not able to ex-
pand their services to remote villages as
people have not started using smartphones
or digital payment methods even now. BCs
canhelpbridgethedivide,” says DilipModi,
founder of Spice Money, a corporate BC
with nearly 5 lakh agents. “We can help
them with order booking, cash collection,
product delivery and even lead genera-
tion,” he adds.

Ecommerceplayers suchas Amazon, Flip-
kart, Big Basket and IMG are running
pilot projects to test the model, say

BCindustryleaders. Beyond mod-
ern-day ecommerce, several
handicraft cooperatives, agri-in-
put companies and healthcare

start-ups are also looking to

bank-one-BC rule is a regula- = ] tap the BC network.

tory bottleneck faced by this commission “We are approaching BCs
industry. Many a time, BCs are rates for through banks but not direct-
not able to offer certain prod- several BC ly,” says the national sales

ucts or services to their cus-
tomers because their parent
bank does not have those prod-
ucts or services. If BCs are al-

services are too
low to make it a
self-sustaining

head of a prominent ecom-
merce platform. “We do not
have the wherewithal to check
the credentials of BCs our-

lowed an open architecture business. selves, so we take the help of
model, they will be able to ser- ThOUEI'I we banks for linkages. We have
vice their clients better,” says started working with a few
Thumuluri, whose company serve the paoor, BCsasa test project. We need
sells loan products of overa W@ COMe under tostreamline ourcash-on-de-
dozen lenders, including 27% GST livery and product-retum fea-
banks, NBFCs and MFIs, bracket” tures onthe BC network,” the
through their 10,000-strong official adds.
agent network. Anand Kumar Fino's Amit Jain believes
This lack of operational A these are early days for assist-
elbow roomis now prompt- MD & CED, PayNearby ed ecommerce in rural India.
ing BCs to include more “But if channelled properly, it
non-banking projects such can be a good complimentary
as assisted ecommerce (where BCs will  service, having no conflict with existing
help people buy online), bill payments,  bankinglaws,” he says.

ticketingand phone recharges and EMI col-
lection on behalf of other lenders. Among
these services, assisted ecommerce appears

to be the most promising.
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An ordinary BC’s earnings come in trick-
les as they invariably deal with small-ticket
transactions. Soapart from 1% and 0.5% for
remittances and cash withdrawals respec-
tively, they get 220-40 for new bank ac-
counts, 1-2% for loans and 10-15% for insur-
ance products. “But selling insurance is
tough in villages because there are social
insurance schemes ofstate and central gov-
ernment,” says Sub-K Impact’s Thumuluri.

But agents like Acchiram are hopeful of
better earnings in the years tocome. These
agents have seen a mark-up in their profits
after the central and various state govern-
ments started transferring subsidies and
pensions directly to beneficiary bank ac-
counts. That day may not be far off when
rural folks would place the order for a new
smartphone, buy a kilo of potatoes and
also put T500 in a bank fixed deposit at a
local kirana store that is doubling up as a
BCagent. ®
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