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CHAPTER 15

SOCIAL BANKING IN NOT SO SOCIAL WORLD: A REVIEW

Mariya Binth Siraj ', Prof. Ehtesham Ahmad *

Abstract

Mhese days the people who live in the world is being divided the 2 types tht is the rich and the poor frium
divierse problems, Perhaps this ctreamstunce cantributed o the dinbuaivom of poveny inequity, Poverty
continues 0 he o mojor issue all throughout the world. Indeed, the poor are growing poorer. The world
economy will suffer oy o resolt of this event. The vist wealth gap between the nch and the poor has o
number of detrimentil consequences for sociely. On the one had, wealthy individuals moeke o Jol of money,
which allows them o enjoy the most costly indulgences in lile. While banks may play a vital role in low-
meome communithes’ fnoancinl tmnsformition, sustaimability should oever be disregirded, The hasic
banking concept of secunty-onented lending was expanded to-a social banking concept of development-
onenied credit. This necessimted o change in finoncing from o wrboan 1o tueal. Socil hanking was
conceptualived ns “better the village. better the nation™. India standd out ag o “poor and very nnegual
country, with an alMoent elite™, where the top 10% holds ST% of the wial pations] income, ineluding 22%
halid by the dop 1%, while the botiom 50% holds just 13% i 2021, aceording o the Waorld Inequality Report

2022
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Introduction

onapolies arase, nid wealth was concentrmed inihe hands of o few, making Iife toueh

for the redt of sociery, Money s the couse of soginl injustice and ecomomiic ineguality

Money has shown to be a nseful instmment for secunmmibatmg riches and exploinng the
poor by the wealthy, It has widened the divide between offluent and poor people. The birth of o capitalisi
society was bused on money. The means of production, such as [aetories und (arms, e in the hands of
private Individonls and busineses n o caplialist society. Class disputes have arsen as o resialt of capitalism
The ‘haved and the "have not's the two elasses n fehIELY. The haves' n"\[1|ul[|||:|.m'. of the have-nns Hos
resulred o societal nsmability, which ts now regarded as a modem-day scourge

Maoney 15 the one who gave birth to credit. Rich businesspeople can recetve bormowed capital for

developing their businesses through credit. Capital concentrates in the hands of a few wealthy individuals:
This results in stark inegquities in the economy’s allocation of incoime and wealth. Poar individuals are (alling
lurther into poverty due 1 o lock of awareness pid assistance from higher suthorities, The allTuent, on the
olhier hand, are ejoying their ives by increasing their money every day by leveraging their influence and
ctinnecinns,

b isenior Research Fallow)
"Head and Dean,, Degartment of Commercs; Khwaja Mouniddin Chighti Language University, Lucknow, Uttar
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The result of the 1951 All-Indin Rural Credit Survey, which stated that lack of accesy 1o commercial
banks wis o majoe cause of rural poverty, provided the inital push for social banking in India (Reserve
Bank of Indin, 1954), As a result, the Sinte Bank of India was established 10 pionees social banking in
India. The founteen main Indian commercial banks were nationalised in 1969, bringing them under direct
sdmunistration of the Indian Centrul Bunk ond [ncorporating them into the country’s planned framework
The goal of bank nationalisation was 10 give the government the capacity 1o use financial deprivation 1o

uchieve social goals. One of the main goals was 1o lower and level the avernge population per bank branch
amony [ndion states

Objectives of the Study

. To wentify the concept ol social hanking

. To wentify the needs of sociol banking

. To discuss various initiative taken by government 1o [l the gap between rich and poor

EVOLUTION OF SOCIAL BANKING

In India. the social banking process may be sepurated into three parts. (1) During the First Phase
(1960-1990), following bunk nationalisation, the major emphasis was on channelling credit to the ignored
sectors, particularly the poorer purs of society, through “branch muoltiplication and Pnorty Sector
Lending.” (i) The Second Phase (1990-2005) was largely focuséd with financial institutioh strengthening
fis rart of Bonancial secior reforms, Buning this penod, the majority of social banking wis conducted through
Self Help Groups (SHG), Bank Linkage Progroms, and Kisan Credit Cands (KCC). omong other means
NABARD created the Sell Help Group (SHG) Bank Linkage Programme in 1992, fund by the Reserve
Bank of India, 1o assist unified group activities by the underprivileged m onder o give them with easier
neeess 1o banking. (i) During the third phose, which began in 2008, foancial inclusion wis widely
implemented on o national scale, with a fotus on olTering busic banking services through no-frills accounts,

Literature Review

Dir. Roland Benediktar (201 1) defines socinl banking ay “banking with o conscience.” The local
bank priovtises community investment, providing opportunities for the needy, and advancing social,
enviranmental, and ethical godls. Rather than focused just on the taditonal bottom line, |.¢ comings. the
bank stnves towards a triple bottom line of profit, people. and the planet (Benedikter, 201 1), Social banking
refers to the locux of commercial hunk<' viried activities toward the upliftment of the underprivileged and
oppressed with the goal of attmining a "Socialistic pattern of sociery”™ (HLS, 1996) Apant from cmploying o
hanking comespondent model, choosing o cost=cifective approach for fimanciad inclusion will need banks
o considerubly free up humon resources, according to Arunditl Bhattacharys, Choirman SBL. With
incrensed financial inclusion and digitization of banking. the need for cash in the economy will decrease,
mssisting in the management of uniccounted money. According to Sinha (200 3), urbin co-aperative banks
have the capucity 1o ichieve financinl inclusion goals. According to his resetirch. in order for Tinoncial
inelusion to be o viable business maode], banks must focus on culting transsction costs (hreugh the ide of
technology and offering additionsl eredit prodlucts o the aleeady fncluded population. (A, 2003) PMIDY s
well positioned for success, pccording to Adshwarya Sigh, Manoj Sharmn, and Mukhes Sadonn. Accoani
pocess alone will have a limated infloence on the lives of the poor; it s sccount daige that is key. D Kaor
and Singh (2015) have positioned linancial inclusion as & business opportunity For banks, and the launch of
PMIDYY reinforces the determination that when all constituents and stakcholders provide coordination,

110
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dedication, commitment, trust, satisfoction, and eontinuity, o framework of construct is ereated that ocis as
a deminant force for mission arcomplishmeny PMIDY, sccording 1o G Mudbukar, is a mission to eliminate
poverty, with the goal of bringing financial inclusion, financiol stabifity, and finoncial independence to the
pscr andd underprivileged morueal, sem-uchan, and metropoliton regoms. Cal, 2003)

Miethodology

In order (0 sohieve the study's objectives, the relevant professional and sesdemic liternture was
viowed und amlysed. We picked the articles thut were the most relevant (o the wopic of this study ) and
{or whach the whole misnuscripl wus avanlable in English

Concepl of Social Banking

Bocinl banking' hos been csdnblished since the 1950s ond hos fypically relied 100 long-term
imvestment, However, the phrase s now more commonty osed (o refer (o sbeial media banking, peer-to-
peer (P2 lending, or the creation of anline fmancial networks, These sorts of loans are viewed as
democratising inonce, amd they e frequently proomoted as answers Do ssoes thint the reditonal banking
system cannol of will nop solve

Social Banking refers to banking and finmncidl services with the primary poal of assisting in the
erowth mnd prosperity of people and the planet, both now and in the fidure, First and foremeast, this entails
taking imto gecount the sogial, environmental, colivral, and economic repercussions of sctions at all levels,
with the goal of decreasing negative mpacts whitle boosting posinve ones. Money and monetary gath are
not ends in this contex, but rather means o achieve the sued purpose. Because Social Banking necessitaies
recognising and balanomg mony, changmg, ond afien compeiing infenesis an o contmuogs husts, i s mone
of o process than & siotic siate. Its success depends on continual communicaticn smong its constitoents, os
well ns ongome reflection on their diverse motivabions (why™), nctions (what ™), nnd rechnigues thowT). At

bosth the humman and institetional levels, this necessitites o willingness mud capacity to Team und improve

Commaon charpeleristics of Socinl Banks

. A st of nogative amd positve socml, environmentn], and ethical crteria to probibin and encournge
dctions thot hmt or benefit the common good
Concentration on the tequirements of commmunities m the aciusl economyy aned civie socivty
Tradithonal banking methods and beliels, foons on some traditional businesses — especially, the loans
and MAVINES IHIHIT'II.‘!'-‘!.
AH business actions are guided by non-monetary values
Orhvniership models that do not rely on a single person dre gaining traction
Customer connections and participatory creanisatinndl structures

Involverent in public discoure and proactive dialogue with stakeliolders

Encouragement of giving as an imporiant part of regencrtion and developmenl

i‘:l']l'ln.'[l.[lri ol i'I-I'IJ[I| TTH LIRS III'HI \]JI‘."I.’H'UTH G ACTIVITION.

Risk mimigation and restlience strategies.

Estahlish top-to-hattom compensation ratios of rooghly 10:1, with no or limited equitable bonus
structures

Transparency and acoountability

The gol al social banking was i emphisise two ruths and lour conseguences
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The two ficis were

1. That the ov erprching aim ol developmom policy makers has been o find methods o fund the i

and decrease their burden siice tnclependence

However, there was disconnecuon between policymakars’ concerns and (he quality of the endeavour
For o nomber of masons, the efforts undertuken were ot able (o secomplish the desired results,
miostly dua to Taws in |1nh|.:'l. formulation, evecution Maws, ond the povermment’s uhwillingness o

IC |.l.lI.JI lroim ll'.lli_L' ITAO SIS h1|l.']l as loan WHIVETS,

e four consequences flomang from these facts are

L ['he banking sector was unable 1o mternalise lending 1o the posr as o sustamable operation, insjead
eipting Fow it ns a social vesponsibiliy. Becuuse the authonties demnmded 0 i was something that hod
te by o, This was then transloted into the jorgon of the day
The impover ished were nod boerowers, but beneliciories of social sector lomns:
The poor were nat borrowers, but beneficiaries

Poor recipients did not take out loans; instead, they received support

Mewds of Socinl Banking

Poverty contimees o be o mojor issee all thronghout the world, Dodeed, the poor are groowimg poorer
The world economy will suffer as o result of this event. The vast wealth gap between the nch and the poor
his o sumber of detesmental Cunssquaencos for s LY. Rich FII\..'I.I|1JL'. on the ope hond, moke o Lot of money,
which allows them (o enjoyv the most expensive lusuries of life. Poor individuals, oo the other hond, struggle
(o mokee ends et throughout theie Hves. The vast disparity ineconomic conditions hss several inplications
for o commiry's development. If given & fair ¢hance, the impoverished may have a ot of intellectusl
manpower, secret talems, and skills thod may easily ourperform the abilities of the wealthy. These human
resources. who have the potentiol 1o considerably contribute o o country's growth, are mostly untapped.

Apan from that, severe poverty leads 1o o rise in crime becaae |Jn:-'.|[1l|: whis ure .\l.rtkill,: hard Lo
improve therr living stindards become demoralised when they see the disparity between tir biving
stnelurels and these of the wealihy. They come wthe idea that the enly way o become wealiliy is througl
unethieal and oolowul ways

[T government must ke approprinte messares o ddeess the senous difficoltes pased by
poverty. The wealthy must also demonstrate o willingness t share their fortune with the less fortunate. The
government shiould identily the poor und assist them bndmproving their level of Living by providing them
with free or reduced-cost foed, healih care, mnd education, Steps should be done o educate the wealthy
abwut the nepative consegquences that a nens-untform distabution of wealty among its inhabitams has for the
country as a whole, The wealthy should be encouraged o make voluntary comiributions (o government
TS i1 o irder 1o heelp the poor obian an acceproble standord of Nife

o sumimarise, it s criteical to bridee the gap betwoen the prosperons and the poot o arder 1o enstire
a mation's eonstont growth pnd development. Effoits in this ares will have long-term advantages, mproving

a contry's waorldwide position
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Various Initistives Taken By Government to Fill the Gap between Prosperous and Poor Under Social

Banking
Pradhan Mantri Jan Dhan Yaojana (PMIDY)

PMIDY was created with the intention of being u bold, original, snd ambiious goal. The fact that
28.70 crore (66.69 percent) of PMIDY accounts are in rural regions and 23 87 crore (over 5547 percent)
af PMIDY account holders are women demonsirates the inclusive nature of this inltiative

The deposit base of PMIDY accounts has rixken over time. Asof 15082021, the deposit balance in
PMIDY aecounts was Rs. 1,46.230.71 crore. The avemge depoait per sccount haw more than quadrupled
from Rs. 1,064 in March 2015 w Rs. 3397 in August 2021

From Jan Dhan o Jan Suraksha

The Hon'ble Prime Minister luunched three social security schemes in the imsurance and pension
sectors on May 9, 2015, in onder to establish a universal social security system for all Indians, particularly

the poor and underprivileged:

Pradhan Mantri Jeevan Jyotl Bima Yojanu (PMIIBY)

The PMIIBY is apen 1o those betwesn the ages of 18 and 50 who bave a bank account and agree
to join / enable sutd-debit. Andhar is the most busic form of KYC for a bank account. The Rs. 2 lakh Tife
msumnce policy has a one-year period from June | to May 31 and is renewable. In the case of the insured's
death for whatever reason, this inswrance offers sk coverage of Rs, 2 Inkh: The annual premium is Rs, 330,
which is deducted rom the subscriber’s bank sccount i one payment on or before the 31se May of ench
vear coverage term under the plan, as per his choloe. The programme is offered by the Life Insurance
Corporation and any other life insurers with the necessary approvals and bank parinerships that want to sell
the product on equivalent werms. The total nomber of persons registered in PMIIBY was above 12,38 crore
on Febouary 28, 2022,

Pradhan Mantri Suraksha Bima Yojana (PMSBY)

The Scheme is applicable (o anybody dped 18 1o 70 who have o bank sccount and sign up for or
authorlse awio-debit on or before May 315t for the yearly coverage period ol | June o 31 Mav. Aadhar
would be the primary form of idemtification for the bank account. Risk covermge for accrdental death and
uul disability is Rs. 2 Ik, while risk coverage for partinl impairment is Bs. 1 lakh. The Ra.12 vearly
premitm will be deducted from the account holder's bank account in ane payment using the “mito-debit’
option. The programme is offered by Public Sector General Insurance Companies (PSGICs) or any other
general msurmance firm willing 1w provide the product on the same terms as PSGICs with the necessary
approvals and basking relationships. The t6tal number of persons registered in PMSBY win above 27.70

crore on Febroary 28, 2022

Alnl Pension Yojana (APY)

On May 9, 2015, the Prime Minister announced the APY, All saving bank/post office sccount
holders between the ages of I8 and 40 can participate in APY, with contributions varied according on the
apmouni of pension chosen: Subscribers will get o guornnieed mummum monthly pension of Rs 1,000, Rs
2,000, Ry 3,000, Re 4000, or Rs 5,000 at the age of 60. The subscribet’s monthly pension would be available
to him lirst, then 10 his spouse, and after their deaths, the subscriber's pension corpus would be retumed 10
the subscriber’s designee. The government would assumnce the mimimum pension, which imphies that if the
sccumuloted corpus based on contributions provides a lower than projected return on investoment und (s

113
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ipdeguane (o give the minkmim guamnieed pension, e Central Government would [ the difference
Subseribers will receive lorger pension payments i invesiment returns are higher, In the cise of the
subseriber's death before reaching the age ol 60, the government has agreed o enabile the subseriber s spouse
to continue contributing (o the subscober's APY sccount for the balonee of the vesting period. The
submcriber's gpouse ixoentitled o the sume pension amount o8 the subseriber untl the subsenbers diath
Following the death of both (e subsdcriber and his or her ipouse, the sabserber's nominee s eligible (o
colleci the subseribers pension until until the age of 60, As of July 31, 2021, APY hoy 32002 Inkh
subscribers

Pradhan Mantr Mudea Yojann

The progrumme officinlly began oo April 8. 2005 Sub-scheme "Shisho™ offers foans of up 1o Ry
SO0 gub-scheme "Kishore” oflors lowins of between Re S000000 and 5.0 lokhs: and sub-schemie T
eiffers louns manging fronn S0 Likhs jo 100 Jakhs, Loans do not reguire eollaternl. These projects aim 1o
increuse the confidence of young, educated. o gified persons who may now aspire W be firs-gencration
entreprencurs, while also allowing existing small businesses to expand their opemations. As of 200082021,
K. 16,22 203 crores have been simetioned w3007 erores ol neconumis

Stund Up Indin Scheme

On Agudl 5, 2016, the Indin government antounced the Stand up Indin imiaative. For building up
Cirvenfleld firms, the Scheme allows bank loans between Rs, 10 [pkh and Re ) erore to ol lenst one Schieduled
Custes Scheduled Teibe bormower amd at least ane Woman borrower per bank branch. This company might
be i the manufadiunng, seryice, or tmiling sectors, ull of which are relared to sgriculiore. A least 2.5 lnkh
borrowers would benelit from the initlative, which 1s being implemented by all Scheduled Commercial
Banks. The minative is up and ronming and loons are being mode available throngh Scheduled Commerciol
Bunks all around the country

The Stand up Iridio project alms to (oster entrepronenrship smong women, SC and 8T perians, who
[ace sigmificant hurdles dog (o 9 leck of advice/mentoship as well as insufficient and delayed finance, The
inrthative wims o use (the institutional eredil fromework (o reach out to wderrepresented populations in
owcler o help them lwonch Greenfield bosmesses, I serves both expenenced wwd inexpenenced bormwers

[T Indion povermment extablished the Crodie Guarmmree Fund Tor Stand Up din 1o provide

collateral-free covernge (CGFSTL. Apan from finance, the Stand up Indin Scheme intemdy w6 provide

potantial borrowers with handholding suppori. It endbles integration with federol and state governmenit
programmes.  Applicants muy also apply for the progrimme onling at the Sund Up India ponal
{wwwastindupmitmin), As of August 23, 202], Rs, 26,688 crore hive been sunctioned in 1,18 462

wCcoumnis

Pradhan Manin Yaya Vandoang Yao|an

e government hos inrodoced the Pradhan Mamm YVays YVandoana Yojana (PMVYVY) 1o safeguard
ol individunts aged 60 and higher agains o prospective decling in imerest ingtme owing to unprediciable
market circumstunces, as well as (o offer social seeurity in old gge. The Life Insurance Corporation of India
(LICY ndrmunisters the scheme, which is open for enrolment throuph March 31, 2023

For fiscal year 2020-21, PMVVY ollers a ten-veur insurunce with o guanintesd mate of retum ol
740 percent ench year, In subsequent years, the assured mie of return will be reset annimlly on Apnl st of
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ench finoneial year in line with the apphicable rote of return of the Senior Cltizens Saving Scheme (SCS5).
up 1o g ceibing of 7,75 percent, with o new approsal of the sohemeaf this threstold 8 bresched ot any tme
Depending on the subsenbers desive, pension payments under the Yojoa can be made monthly

quarterly, half-veardy, o antually. The lowest punchase price lor a monthly penston af R, 1= {5 Rs

L2 162, and the highiest buy price for & monthly pension ol R, U 28400 is Rs, 15 lakh [T SERIOT [RrROn

Conclusion

Erchin: lives o villnges and they comprise o mnjor portion of the Indion popuintion, Finaodcio
inclusion will be complete if banking services are tode available ot eaie to the people who ane (etally
unaware of s benefits and dre oo poor o staet with o minitowm balance requirement, The malnstream
banking proctices i India bk marginilised o |1||;;|,' section of the post popalation of the country,  The
corteep el wockal banking was to provide banking for the poor popualation, working for their developmental
needs, prowviding them with easy formal credit, minimal reguirements to open scoounis, ease of ncoess and
(riendly stuff ewe. In general. social banking refers to o bunking svstem in which banks subsidise the supply
of financial services to the poor and the focus is on servicing the masses. Social banking system hias caughi
the eve of bankers intermationnlly especially alied the economic cvisis which lefl many homeless, jobless
and without any savinps "‘-Iﬂllufn ienn terrible tnoand of fisell, bat s mibsuee leads (o g slew of prohlems
Maoney benellts our spciety in a vanety of ways. Money is creited for the benefil of maon: man is not created
for the benefit of monoy, Money cannol become a bad moster if we are able o give it its comect place.
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