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                                               Executive summary 

This report focuses on the overall financial inclusion in Bangladesh. Bangladesh is a small but a developing country. In Bangladesh policy maker have recognized the social, economic and commercial importance of financial inclusion. We have clear evidence that there is a demand of financial inclusion in our country. To have better understanding this report was prepare in a simple language so that readers from every background can get sufficient idea. There are some tables for better understanding.
In the first part of the report represent the basic idea about Financial Inclusion and its importance. Second part of this report shows the financial sector and its data analysis. The trend in Banks, NBFI, Microfinance, Insurance companies and mobile banking show in this part.
In the final part of the report represent the initiative taken by Bangladesh Bank for financial inclusion of Bangladesh. 
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Introduction 
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Financial inclusion

Poverty is more than a shortage of cash. It includes a lack of access to the instruments and means that could enhance the life of the poor. Exclusion from the official financial system has been recognized more and more as one of the obstacles to a globe without poverty. More than half of families in many developing countries lack a financial institution account, while tiny businesses often cite trouble in accessing and providing funding as a main constraint to their development. Financial exclusion is the inability to access adequate, so-called typical economic services, difficulty or unwillingness.Reducing financial exclusion is a concern for the current government as it can lead to social exclusion. Individuals outside the typical financial services suffer from financial disadvantages including: higher interest credit; absence of insurance; no account to which revenue can be paid; and higher cost utilities.Particularly subject to economic exclusion include: tenants in housing associations ; young individuals who are not in jobs, education or training ; those who leave care ; single parents and divorced persons ; people with mental health issues ; people residing in isolated or disadvantaged fields ; inmates, ex-offenders and prisoners ' relatives ; members of ethnic minorities ; migrants ; asylum seekers ;
A complicated set of variables causes a lot of financial exclusion. Financial exclusion projects therefore need to tackle many different problems. These include: geographic exclusion arising e.g. from branch closures; inability to qualify due to bad credit history or issues in the provision of identity document specifications; comparative costs of economic products and services e.g. fees for unlawful overdrafts; and cultural and psychological obstacles.
In addition, individuals with bank accounts can scarcely use them, preferring every week to withdraw all their money and handle it as cash. On the other side, financial inclusion relates to a mechanism that makes it easy for all employees of an economy to access, access and use the official financial system. There are several merits of an inclusive financial system. It promotes effective distribution of productive resources and can therefore possibly decrease capital costs. Furthermore, access to adequate financial services can significantly improve day-to-day financial management.An inclusive economic system can help to reduce the development of casual loan sources (such as money lenders), often discovered to be exploitative. Thus, by offering opportunities for safe and secure saving procedures and by enabling a whole variety of effective financial services, an all-inclusive financial system enhances effectiveness and welfare.
In the political arena, the significance of an integrated financial system is commonly acknowledged and financial inclusion has lately become a political concern in many nations. Financial inclusion initiatives have been launched by financial regulators, governments and the banking industry. But, according to previous studies, those aren't enough. In this research, we should investigate the likely alternatives that can help the current policies in achieving a more financially inclusive economy.
[bookmark: _Toc17624110]Review of Literature

Financial exclusion literature has described it in the context of a broader problem of social exclusion from society's mainstream of certain groups of individuals. Leyshon and Thrift (1995) describe economic exclusion as referring to procedures that avoid access to the official financial system by certain social groups and people. Carbo et al. (2005) described economic exclusion as the (although occasioned) failure of certain societal organizations to access the financial system in general.Financial exclusion is a method that, according to Conroy (2005), prohibits poor and disadvantaged social groups from gaining access to their country's official economic structures. According to Mohan (2006), economic exclusion means the absence of access to adequate, low-cost, fair and secure economic goods and services from mainstream suppliers by certain sections of society.
In the event of credit, the correct definition of the financially excluded would include household holdings that despite their request are refused credit. Although credit is the most significant element, for those who tend to be excluded, financial inclusion includes numerous other financial services such as savings, insurance, payments and remittance facilities through the official economic scheme (GoI. 2006).
In the event of credit, many households are being utilized at very elevated interest rates by moneylenders (50 to 60%) and therefore these households should not be considered financially excluded. It may be true that governments think that moneylenders are being used as agents. But there's still to materialize the suggestion. Financial inclusion therefore relates to families that have access to institutional credit, including commercial banks, cooperative banks, other non-depository financial institutions, mutual funds and other self-help groups, and reliable microfinance institutions.It is feasible that more bank accounts can be opened in the formal system to meet financial inclusion objectives. It's not enough to open a bank account itself, though. Furthermore, financial inclusion relates to greater attempts to cover tiny and marginal landowners and vulnerable social groups. A wider concept of integration should also concentrate not only on credit, but also on increasing farmers and other vulnerable groups ' productivity and sustainability (S. Dev 2006).
There is a restricted amount of literature available on FI in the Bangladesh context. Choudhury (2010) sought to examine FI problems, global experience, and Bangladesh's status. In Bangladesh, Siddique et al. (2010) created a variety of indices for measuring access to banking facilities and recognized FI obstacles. The role of BB in attaining an inclusive economic industry was examined by Islam and Mamun (2011).Ali and Islam (2013) discovered in one study the status of BB's innovative steps, particularly the financing of farmers and sharecroppers. Mamun et al. (2014) recently identified the bottlenecks associated with existing SME business process financing in Bangladesh by commercial banks and suggested policy initiatives. In another research, BB's actions and the role of distinct stakeholders in promoting the light engineering industry in Bangladesh were evaluated by Mamun et al. (2015). In 2015, a research was carried out by the Institute of Microfinance to evaluate FI in divisional fields.
























Objective and                                              methodology 
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1. To present the current scenario of the financial inclusion of Bangladesh.

2. To present the initiative taken by Bangladesh Bankfor financial inclusion.

3. To mention policies for superior financially inclusive economy in Bangladesh

4. To present the data  analysis of financial inclusion of Bangladesh

[bookmark: _Toc17624112]Data and Method

The study used the method of descriptive research to evaluate FI status. The research is based on findings representing both quantitative and qualitative information. The research is based on my honorable supervisor's main information. Secondary information gathered at global seminars from published sources such as newspapers, working papers, books, reports and documents. The demand-side FI statistics were drawn from the Global Financial Inclusion (Global Financial Index) database of the World Bank, while supply-side statistics were gathered from the Financial Access Survey (FAS) of the IMF.Bangladesh's general FI information was obtained from the Bangladesh Institute of Microfinance's latest demand-side study of households.
[bookmark: _Toc17624113]Benefits of the study

The research shows that Bangladesh is currently experiencing a significant economic problem. Financial exclusion is not a negligible issue.  The research aims to discover the root and come up with the right policies and approaches to a solution. The research will assist scientists, policymakers and other scholars in an accumulated manner of looking at the situation. It will also assist them create their own strategies to tackle the issue, as there is always space for further studies.







Measures and Indicators



[bookmark: _Toc17624114]Measures and Indicators of Financial Inclusion

FI is a measure of a country's economic sector's inclusiveness. This measurement consists of a multi-dimensional index capturing data on multiple elements of FI indices such as banking penetration, banking services accessibility, and banking system utilization. There is no standard technique for financial inclusion measurement. Existing studies give different FI measurements.  Inherently, designing a set of indices includes making decisions about which aspects to include in the FI landscape and how performance is measured. Researchers, governments and policy makers are concerned about how to measure financial inclusion.
The financial inclusion index is, according to the research, a composite measure of factors related to its sizes; outreach (geographic and demographic penetration) and use (deposit and loan).The eight variables used are following:

1. Number of bank branches per 1,000 square kilometers.
2.  Numbers of ATMs per 1,000 square kilometers.
3. Number of bank branches per 100,000 people.
4.  Number of ATMs per 100,000 people.
5.  Number of loans per 1,000 people.
6.  Number of deposits per 1,000 people.
7.  Average size of loans to GDP per capita.
8.  Average size of deposits to GDP per capita.


To date, the main approach to FI measurement has been the use and access to official financial services through the use of aggregate data on the supply side.Three dimensions of an inclusive financial system were; banking penetration (number of bank accounts as a percentage of the total population); banking services availability (number of bank branches per 1,000 population); usage dimension (bank credit and bank deposit as a percentage of GDP).
Some other works relied on demand-side data, at individual level and firm level, focusing on several access usage and barriers-related indicators individually.At the G20 Los Cabos Summit in 2012, GPFI (Global Partnership for Financial Inclusion) suggested the G20 Fundamental Set of Financial Inclusion. It is a broader and more holistic set of indices of financial inclusion. They suggested three-dimensional measurement of economic integration including: (i) access to financial services; (ii) use of financial services; and (iii) product quality and service distribution.






Data analysis of financial system 

[bookmark: _Toc17624115]Financial system in Bangladesh

[bookmark: _Toc17624116]Banking sector

With 6 Nationalized Commercialized Banks, 3 State Owned Specialized Banks and 9 Foreign Banks, the banking industry in Bangladesh began its voyage after independence. With the entry of private banks, the banking sector accomplished important development in the 1980s.Now banks in Bangladesh are primarily two types.
1. Schedule bank
2. Non-schedule bank
[bookmark: _Toc17624117]Schedule Banks
The banks that stay on the bank list kept under the 1972 order of the Bangladesh Bank. In Bangladesh there are 59 Schedule Banks operating under complete control and oversight of the Bangladesh Bank Order, 1972 and the Bank Company Act, 1991.Schedule Bank are classified into following types
1. State Owned Commercial Banks
2. Specialized Banks
3. Private Commercial Banks
4. Foreign Commercial Banks
[bookmark: _Toc17624118]Non-Schedule Banks
The banks which are established for special and definite objective and operate under any act but are not Schedule Banks. These banks cannot perform all function of Schedule Banks. There are 5 non-schedule banks in Bangladesh.
1. Ansar VDP Bank
2. Karmashangosthan Bank
3. Grameen Bank
4. Jubilee Bank
5. PalliSanchay Bank




Table: banking sector’s asset and deposit

	Year 
	2014
	2015
	2016
	2017
	2018

	No of banks
	56
	56
	57
	57
	59

	No of branches
	9040
	9397
	9654
	9955
	1189

	Total asset (BDT billion)
	9143.1
	10314.6
	11626.6
	13059.3
	1491.5

	Total deposit(BDT billion)
	6955.1
	7298.6
	8933.9
	9874.9
	1039.6
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Non-Bank Financial institution has played a crucial role in providing additional financial services usually provided by banks. In order to satisfy the changing client demands, the NBFIs took their stance on the competitive financial market with more multifaceted products and services. NBFIs also play an important role in the capital market as well as in the actual property sector. Most NBFIs, like banks, operate merchant banking through separate affiliates. NBFIs are tracked by the Bangladesh Bank under a risk-based monitoring system.

Table: Trend in structure of NBFIs

	
	2012
	2013
	2014
	2015
	2016
	2017
	2018

	No of NBFIs
	31
	31
	31
	32
	33
	34
	34

	Gov.- owned
	2
	3
	3
	3
	3
	3
	3

	Joint-venture
	8
	10
	10
	10
	11
	12
	12

	Private
	20
	18
	18
	18
	19
	19
	19

	New branches
	8
	7
	20
	15
	14
	30
	8

	Total 
	168
	175
	195
	210
	224
	254
	262


	
There are 34 NBFIs currently working in Bangladesh. Among them, 3 are owned by the state, 12 are joint ventures with foreign ownership, and the remaining 19 are private firms locally owned. NBFI's branch network expanded to 262 as of June 30, 2018. 92 branches are established in Dhaka district and the remaining 170 are situated in 34 districts across the nation.


Table: Trend in asset and liabilities of NBFIs

	
	2012
	2013
	2014
	2015
	2016
	2017
	2018

	Total asset (BDT. Billion)
	333.9
	436.3
	520.1
	611.0
	713.9
	841.07
	87.30

	Total liabilities (BDT. Billion)
	274.3
	350.4
	424.2
	509.0
	606.46
	727.95
	762.04

	Liabilities asset ratio (Percentage)
	82.2
	80.3
	81
	83.3
	84.95
	56.38
	87.56

	Total deposit (BDT. Billion)
	145.4
	198.3
	238.5
	318.1
	382.43
	467.98
	480.10




The asset of NBFIs increased extensively by 17.82 percent to BDT 841.07 billion in December 2017 which was BDT 713.87 billion in December 2016. At the end of the June 2018, the total asset of NBFIs increased to BDT 870.30 billion.
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The Competitiveness Report for the 2017 World Economic Forum (WEF) says that out of 137 nations, Bangladesh ranked 77th on accessibility and 86th on financial service affordability. Microfinance is an essential component of the economy of Bangladesh, and economic industry development is largely dependent on a country's socio-economic, macro-economic and economic stability. Microfinance has been seen as an anti-poverty and inclusive financial program because it targets and reaches the poor, particularly women, as well as small producers and entrepreneurs, who frequently have limited access to formal financial institutions. Despite microfinance’s overwhelming success in reaching the poor and other disadvantaged groups through its innovative program design, its induced benefits—measured in terms of income, consumption, and other dimensions of household welfare—are still debated.
Bangladesh's economy has been one of Asia's top performances over the previous century, according to WEF. Microfinance plays a far more significant role in today's Bangladesh than it did in the 1990s, when its primary aim was restricted to mobilizing money and disbursing credit.
Today, the role of microfinance as a tool for productive jobs is valued just as much as its traditional role of promoting entrepreneurs ' working capital requirements without simple access to institutional finance, facilitating savings mobilization among the poor. As its roles have become more diverse over time, microfinance has become more attractive to policymakers as a tool to promote universal access to finance rather than microcredit to generate jobs and reduce poverty. The amount of MFI members— more than 30 million individuals, even after accounting for numerous memberships in the program— represents an exceptional achievement in enhancing access to international economic services for Bangladesh. MFIs are more accessible to the comparatively poorer population. This implies that 65% of the total rural population of 110 million can be related to institutional economic institutions in today's Bangladesh.
In Bangladesh, the government established the Microcredit Regulatory Authority (henceforth MRA) in 2006 in order to give license, monitor and oversee the Bangladeshi MFIs. Like the Bangladesh regulator of other industries such as the Bangladesh Bank and the Bangladesh Securities & Exchange Commission, the Microcredit Regulatory Authority (MRA) works to preserve the integrity of the microfinance industry. In 2007, MRA began licensing.






     Table: Basic activities of MFI in Bangladesh 

	Particular
	2013
	2014
	2015
	2016
	2017

	No of MFIs
	649
	742
	753
	758
	783

	No. of branches
	14,674
	14,730
	15,609
	16,284
	17,120

	No. of employees
	110,734
	109,628
	110,781
	127,820
	139,526

	No. of clients 
(million)
	24.60
	25.11
	26.00
	27.79
	29.91

	Total borrower
(million)
	19.27
	19.42
	20.35
	23.28
	24.85

	Loan disbursement
(BDT. Billion)
	432.28
	462.00
	634.00
	787.00
	1,046.12

	Agriculture loan disbursement
(BDT. Billion)
	131.98
	155.73
	266.25
	353.00
	408.88

	Amount of loan outstanding
(BDT. Billion)
	257.01
	282.00
	352.41
	459.37
	538.62

	Agricultural loan outstanding(BDT. Billion)
	89.05
	115.77
	147.60
	285.00
	354.00

	Amount of saving(BDT. Billion)
	93.99
	106.99
	135.41
	171.19
	216.71



Total number of Microfinance institution increased to 758 to 783 in 2017. No. of branches increased to 16,284 to 17,120 and loan disbursement increased to 787 billion to 1,046 billion in the year 2017.


[bookmark: _Toc17624121]Mobile banking

Mobile communication is increasing quickly among today's increasing sector and is quoted as Bangladesh's fastest increasing sector. In the notion of economic presence through Bangladesh's mobile banking, the transfer of cash through mobile phones has received excellent attention and interest among consumers over the past couple of years. Through this technique, people who do not have the luxury of formal banking or non-bank service receive immediate advantage.  The use of mobile phone has quickly grown popular across different classifications of people regardless of their financial abilities, educational success and technological knowledge. This works as a financial service medium.

            Table: Major players in mobile banking sector 

	Service name
	Service provider name

	Bkash
	Brac bank Ltd. Bangladesh

	Nagad
	Bangladesh post office Ltd.

	OK Mobile Banking
	One bank Ltd.

	Ucash
	United commercial bank Ltd.

	Rocket
	Dutch Bangla bank Ltd. Bangladesh

	My cash
	Mercantile bank Ltd. Bangladesh

	Mcash
	Islamic bank Bangladesh Ltd.

	T-cash
	Trust bank Ltd. Bangladesh







 Table: evaluation of mobile banking

	Description
	2014
	2015
	2016
	2017
	2018

	No. of  Bank provide the service
	19
	18
	17
	18
	18

	No. of agent
	540,984
	561,189
	710,026
	786,459
	886,473

	No. of  registered client(BDT. Lac)
	251.86
	318.45
	410.78
	588.00
	675.19

	No. of active account (BDT. Lac
	121.54
	132.18
	158.74
	210.00
	373.23

	Total transaction(BDT. Crore)
	10,483.40
	16,124.81
	23,213.67
	28,571.00
	32,105.57




[bookmark: _Toc17624122]Insurance company	

Insurance sector in Bangladesh arisen after independence with 2 nationalized insurance companies- 1 Life & 1 General; and 1 foreign insurance company. In mid 80s, private sector insurance companies started to enter in the industry and it got expanded. Now days, 62 companies are operating under Insurance Act 2010. Out of them-

18 are Life Insurance Companies including 1 foreign company and 1 is state-owned company,44 are General Insurance Companies including 1 state-owned company. 
Insurance companies in Bangladesh provide following services:
1. Life insurance,
2. General insurance,
3. Reinsurance,
4. Micro-insurance,
5. Takaful or Islamic insurance,
[bookmark: _Toc17624123]Postal Service

The Department of Post Office plays a significant role in Bangladesh's financial services industry. Post office provides savings services through its Post Office Savings Bank on behalf of the National Savings Directorate (DNS) under the Ministry of Finance. Postal insurance schemes are also available at the Bangladesh Post. A new mobile money order service known as "Electronic Money Transfer System" was introduced by the Post Office in 2010. A prepaid ATM card known as "The Postal Cash Card" was also introduced by the Post Office in 2010. They have recently introduced mobile banking. Their name for mobile banking is "Nagod."
Overall, significant progress has been made on the financial services industry in Bangladesh towards financial inclusion. Not only banks and other official financial institutions are starting to tackle the requirements of under-served economies, MFIs, the Post Office, and fresh branch fewer banking channels are now playing a significant part in achieving the non-bank account population.



















Initiative of Bangladesh Bank
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The introduction of opening No-frill accounts was a significant milestone of the government's financial inclusion projects and the issuance of Bangladesh Bank Circulars to ensure that no-frill accounts were opened. A very significant characteristic of these accounts is that only a nominal opening balance is required to open these accounts. No minimum balance is needed and no charges are charged by banks to keep these accounts. For the banks, Bangladesh Bank has issued various circulars giving them the necessary instructions to open and maintain these accounts. Usually, account holders are non-banked and have no access to other economic facilities.For off-site surveillance, Bangladesh Bank generally gathers quarterly reports from banks on opening and operating these accounts.

Types of No-frill accounts



 Figure 01: types of no-frill accounts

Total number of no-frill accounts

	
	SCBs
	DFIs
	PCBs
	FCBIs
	Total 

	Farmers
	4768249
	4066279
	483029
	0
	9317557

	Freedom fighter
	195459
	3039
	2752
	0
	201250

	Social safety net
	3788224
	911409
	833
	0
	47700466

	Hardcore poor people
	1606584
	857013
	20235
	0
	2483832

	RMG worker 
	51055
	178
	223472
	51
	274756

	Small life insurance
	96735
	6602
	8177
	0
	111514

	Poor rehabilitation
	1105
	0
	317
	0
	1422

	City corporation worker
	9703
	0
	39
	0
	9742

	Leather industry worker
	71
	0
	4058
	76
	4205

	National service program
	19357
	11573
	9105
	0
	40035

	
	
	
	
	
	









Total balance of no-frill accounts

	
	SCBs
	DFIs
	PCBs
	FCBS
	Total

	Farmers
	.72
	.86
	1.39
	0.00
	2.97

	Freedom fighter
	2.05
	.01
	.06
	.00
	2.12

	Social safety net
	2.04
	3.12
	0.00
	0.00
	5.17

	Hardcore poor people
	.43
	2.36
	.04
	0.00
	2.83

	RMG worker
	.03
	.00
	1.24
	0.00
	1.28

	Life insurance program
	.13
	.02
	.01
	0.00
	.16

	Poor rehabilitation
	0.00
	0.00
	0.00
	0.00
	0.00

	City corporation worker
	.01
	0.00
	0.00
	0.00
	.01

	Leather industry worker
	0.00
	0.00
	0.02
	0.00
	0.02

	National service program
	.08
	.81
	.06
	0.00
	.95








[bookmark: _Toc17624126]Bank account for farmers:
A farmer can open a bank account by depositing BDT 10 against the domestic ID / birth registration card and farm machinery aid card issued by the Department of Agricultural Extension at any state-owned business and specialized bank. Farmers were launched with an original deposit of BDT 10 at state-owned commercial banks. No excise duty is deductible from the farmer's June 2018 accounts.as, 9317557 farmer's accounts were opened. For those accounts, the total balance was $2.97 billion.

[bookmark: _Toc17624127]Bank account for Freedom Fighters:
A freedom fighter can open bank account by depositing BDT 10 against national ID card and free fighter allowance at any state-owned business and specialized bank. Freedom Fighters ' 201250 accounts were launched with state-owned and specialized banks as of June 2018. The total balance was 2.12 billion for those accounts.

[bookmark: _Toc17624128]Bank account for beneficiaries under Social Safety Net Allowance:
Social Security Net beneficiaries can open their bank account by depositing BDT 10 against the national ID card and Payment Receipt Book containing Pension Payment Order (PPO) for beneficiaries at any state-owned business and specialized bank. 4700466 accounts with state-owned and specialized banks were launched as of June 2018. For those accounts, the total balance was 5.17 billion.

[bookmark: _Toc17624129]Bank account for hardcore poor people:
A hardcore poor can open bank account by depositing BDT 10 (12 cents only) against the national ID card and registration card issued by the Ministry of Food & Disaster Management at any state-owned business and specialized bank. As of June 2018, for hardcore poor individuals, 2483882 accounts were opened. And total balance of 2.83 billion for those accounts.

[bookmark: _Toc17624130]Bank account for the garments workers:
All banks were advised to open the wardrobe workers ' bank account by depositing BDT 100 against the domestic ID / ID card issued by the corresponding employer. Banks may use a voucher in the event of a checkbook shortage. Payment and allowances will be payable through these accounts by the garment employees. Banks were advised to report on a quarterly basis to BB the opening and operation of this account in a prescribed form. The complete amount of these accounts as of June 2018 was 274758 and the complete cumulative balance of these accounts was BDT 1.28 billion.
[bookmark: _Toc17624131]Bank Account for Small Life Insurance Policy Holder:
Small life insurance policy holders can open their bank account by depositing BDT 100 against national ID card / birth certificate and premium deposit book / life insurance document at any state-owned business and specialized bank. The complete amount of these reports as of June 2018 was 114514.  The total balance was 0.16 billion.

[bookmark: _Toc17624132]Beneficiaries of Dustho Punorbason program of Ministry of Religious Affairs:
Financial rehabilitation allowance beneficiaries from the Ministry of Religious Affairs can open bank account by depositing BDT 10 against the national ID card / birth certificate and certificate issued by UNO at any state-owned business and specialized bank. As of June, there were 1422 complete accounts for 2018.

[bookmark: _Toc17624133]Bank account for cleaning staffs of Dhaka North and South City Corporation:
Dhaka North and South City Corporation's cleaning staff can open bank account by depositing BDT 10 against the national ID card and ID issued by City Corporation at any state-owned commercial and specialized bank. As of June, the total number of accounts in 2018 was 9742.

[bookmark: _Toc17624134]Bank account for workers of small footwear & leather product industries:
As part of the LSBPC initiative, all banks were advised to open bank account for employees in the tiny footwear & leather product sectors by depositing BDT 100 against the domestic ID / ID card issued by the corresponding employer. As of June, there were 4205 complete accounts in 2018. There was a total balance of 0.02 billion.

[bookmark: _Toc17624135]Bank Account under national service program:
An unemployed youth can open a bank account by depositing BDT 50 under the National Services Program at any scheduled bank. As of June, there were 40035 complete accounts in 2018. For these accounts, the total balance was 0.95 billion.

[bookmark: _Toc17624136]Small and medium enterprises

The function of small and medium-sized enterprises (SMEs) is essential for a country's general economic development, especially for developing nations such as Bangladesh. Because this industry is labor intensive with a short gestation period, it is capable of raising national income as well as fast job creation; achieving Millennium Development Goals (MDGs) in particular to eradicate extreme poverty and starvation, gender equality and empowerment of females.The small and medium-sized enterprises industry has played a crucial role in some prosperous Asian countries ' financial growth. Our neighboring nations also attached due significance to SMEs. Terming SMEs as' employment-generating machines,' they emphasized SME development for greater economic growth, reducing the gap between income inequality and alleviating poverty. The current government has also placed a great deal of emphasis on SME industry growth, considering it as' the driving force for industrialization.'

[bookmark: _Toc17624137]Definition of small enterprise:
Small Enterprise refers to the firm/business which is not a public limited company and complies with the following criteria:
	Serial No.
	Sector
	Fixed asset other than land and building (BDT)
	Employee manpower
(not above)

	01.
	Service
	50,000-50,00,000
	25

	02.
	Business
	50,000-50,00,000
	25

	03.
	Industrial
	50,000-1,50,00,000
	50



[bookmark: _Toc17624138]Definition of medium enterprise:
Medium Enterprise refers to the firm/business which is not a public limited company and complies with the following criteria:
	Serial No.
	Sector
	Fixed asset other than land and building (BDT)
	Employee manpower
(not above)

	01.
	Service
	50,00,000-10,00,00,000
	50

	02.
	Business
	50,00,000-10,00,00,000
	50

	03.
	Industrial
	1,50,00,000-20,00,00,000
	150
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Bangladesh Bank introduced school banking facilities in November 2010 as part of the financial inclusion drive and released' School Banking Guideline' in 2013. Any student up to 18 years of age can open a college banking account by depositing 100 taka through parents or legal guardians, according to this guideline.

Table: School Banking account and balance
	Type of banks
	Number of accounts
	Balance  (billion)

	SCBs
	4,36,001
	1.80

	DFIs
	1,27,957
	.26

	PCBs
	9,73,618
	12.00

	FCBs
	2,260
	.14

	Total
	15,39,836
	14.20



 Till June 2018, amount of school banking accounts reached at 1539836 with a balance of BDT 14.20 billion. Most of the accounts opened in PCBs and SCBs.

[bookmark: _Toc17624140]Agent banking

 Agent banking, among Bangladesh Bank's various initiatives, is an emerging financial inclusion tool that provides unimpeded access to tailor-made financial products to the unprivileged, undeserved and poor population segment, particularly from geographically remote locations, which facilitates meeting their financial needs at affordable costs within their neighborhood. Agent Banking Guidelines' was released in December 2013 and subsequently a' Guidance Note for Approved and Operating Agent Banking Activities for Banks' was issued in June 2014 to speed up secure, secure and smooth alternative financial services distribution channels for individuals without bank accounts. Finally, in 2017,' Agent Banking Operation Guidelines in Bangladesh' was released. Agents can provide a variety of banking facilities, including money deposit and withdrawal, transfer of funds, payment of utility bills and payment of wages. Banks are advised to keep a 2:1 ratio for opening rural and urban stores in order to deepen inclusive growth. As of June 2018, there were 20 banks approved for agent banking service, 17 of which began business operations.
                                        Table: Agent banking account and balance

	Year
	Agent no.
	Total account
	Total deposit(million)

	2018
	4493
	24,56,982
	31124.064

	2017
	2577
	12,14,367
	13993.896

	2016
	1646
	5,44,536
	3806.876




[bookmark: _Toc17624141]Agricultural and Rural credit

Agriculture is one of Bangladesh's most significant priority industries. It is also the country's primary source of rural job creation and employs about 40.6 percent of the total workers directly. This sector's contribution to GDP is 14%. In addition, agriculture played a major role in ensuring food security, meeting nutritional demand, increasing export earnings, and as a whole in the country's internal production. Bangladesh Bank is implementing the "Agriculture and Rural Credit Policy and Program" public priority to guarantee proper, timely, easier and trouble-free flow of agricultural and rural credit at the farmer's level. With a perspective to enhancing the country's social financial situation as well as underlining the position of agriculture and rural sector, all schedule banks have been involved in implementing agricultural and rural loan policies and programs.

[bookmark: _Toc17624142]Initiative for Agriculture by Banks

BB has taken a number of initiatives in support of economic inclusion in the Annual Inclusive Agricultural & Rural Credit Policy and Program. Bangladesh Bank made it compulsory for all private and foreign banks to disburse Agricultural & Rural loans as a minimum of 2% of their total loans and advances. Agricultural and rural loans have a maximum interest rate of 11% on the technique of decreasing the balance. In this case, Bangladesh's government offers subsidies of 6 percent through Bangladesh Bank.

Effective use of Bank-MFI partnership
All planned banks, including Bangladesh-based private and foreign banks, must conduct the Agricultural Credit Program. Banks working with minimum branches in rural regions, in collaboration with the Micro Finance Institutions (MFIs) authorized by the Micro Credit Regulatory Authority (MRA), may perform agricultural and rural credit activities.

Credit Disbursement through Tk. 10 Farmer’s Account
All planned banks, including Bangladesh-based private and foreign banks, must conduct the Agricultural Credit Program. Banks working with minimum branches in rural regions, in collaboration with the Micro Finance Institutions (MFIs) authorized by the Micro Credit Regulatory Authority (MRA), may perform agricultural and rural credit activities.Banks can disburse credit directly or via MFI linkage to the 10 Taka account holders. Approximately 10 million farmers ' accounts were opened by state-owned banks with only 10 Taka original deposit.

Special Credit program for women
Banks were advised to disburse women's credit on a priority basis for crop manufacturing, farm processing and small business activities linked to agriculture.

Credit towards tribal farmers in Hill Tracts Areas
 Agricultural and rural credit at 5% subsidized interest rate is disbursed to the tribal farmers in Hill Tracts Areas of Bangladesh.

Contract farming
Contract farming policy has been established where farmers can access concessional-rate financing against selling their product to agricultural-based industries.

Revolving Crop Credit Limit System
A 3 (three)-year revolving crop loan restriction scheme (auto renewal of agricultural loan) has been implemented to guarantee constant loan flow. Under this scheme, farmers engaged in continuous crop cultivation will receive facilities.

Credit for the Less Developed and Neglected areas on priority basis
Access to finance for individuals leaving Less Developed and Neglected regions has been stressed in the Agricultural and Rural Credit Policy. For the purpose of expanding agricultural and rural credit, banks were recommended to give priority to less advanced and neglected fields such as char, haor, coastal areas etc.

Disbursement of Agricultural Loan Publicly
Banks are needed to disburse agricultural loans publicly in the presence of local union officials, relevant agricultural officers, educators and other respected individuals in order to guarantee transparency in the disbursement process. The banks are therefore taking measures to openly disburse agricultural loans.

Climate Change Effect
To adapt the adverse effects of climate change, it is recommended that banks be flexible in the loan disbursement and restoration timetable based on local requirements. Credit should be supported side by side for entrepreneurship to grow salt susceptible plants in salty fields, water tolerating plants in regions impacted by water and flooding, drought tolerating plants in regions impacted by drought.
Credit for physically Handicapped People
Banks are recommended to extend loan services to physically disabled individuals against multiple self-employed agricultural / non-agricultural income-generating operations that take into account their nature as disabled individuals.

[bookmark: _Toc17624143]Special Programs and Refinance Scheme

Bangladesh Bank has also undertaken various projects in the rural area in its inclusion drive, which are mentioned bellow:

North West Crop Diversification Project (NCDP)
The ADB-funded NCDP project was conducted to relieve poverty from the fertile north-western portion of Bangladesh by farming high-value crops (HVCs) rather than traditional farming, which finished in 2009. Loan Amount was SDR 35.71 million. As part of this project, the number of HVCs was 33. Implementation region of the project was 61 Upazilas of 16 North-West Bangladesh Districts.
Second Crop Diversification Project (SCDP)
The Government of Bangladesh has conducted a project called the Second Crop Diversification Project (SCDP) funded by ADB, taking into account the achievement of the NCDP. BB acts as the project's loan component implementing authority. Loan Amount is $26 million that has already been disbursed, it is now rotating. Credit facilities are provided for high-value crop cultivation and medicinal plant planting in 54 Upazilas of 25 North-West and South-West Bangladesh districts.

Special Credit Scheme of Tk. 200 crore for fresh water prawn cultivation and enhancing Milk production
A unique BDT 200.00 crore loan scheme (authorized by the Bangladesh Bank Board on 06.11.2014) has been introduced to cultivate freshwater prawns and boost milk production through artificial insemination, fishing and cattle. Only two unique economic institutions — Karmasangsthan Bank and Ansar VDP Unnayan Bank — will each receive this BDT 100.00 crore loan / credit facility. At the borrower stage, the interest rate is 11% maximum.


Small and Marginal Sized Farmers Agricultural Productivity Improvement and Diversification Financing Project (SMAP)
The project's goal is to boost the agricultural productivity and diversity of Bangladesh's tiny and marginal farmers (SMFs) by funding farm loans and supplying farmers with agricultural training facilities through micro-finance institutions. The project's length is about 7 (seven) years. Under SMAP, at the concessional ODA loan, JICA will lend to GOB. In turn, these funds will be loaned to BB's Participating Micro-finance Institutions, which willthen re-loan / disburse the fund to small and marginal farmers (SMFs).

[bookmark: _Toc17624144]Refinance

BB arranges refinancing facilities for participating financial institutions as a policy assistance where banks / MFIs are required to disburse agricultural and rural loans at a concessional rate or are compelled to disburse a certain proportion of total loans as rural and agricultural loans. BB has set up multiple refinancing schemes from its own fund or from the development partners ' fund for this purpose. The arrangements for refinancing are:

Special Refinance scheme for share-cropper
In fiscal year 2009-10, BB launched a unique loan system to provide prompt, non-harassed, collateral-free loan services with low interest rates through BRAC (MFI) to shareholders who have been deprived of bank credit for so long. Under Bangladesh Bank's "Agricultural and Rural Credit Policy and Programs," all planned banks are recommended to disburse individual or group-based agricultural loans to shareholders. As of March 2015, approximately 1.0 million shareholders in 250 upazillas of 48 districts were supplied with BDT.1823 crore agricultural credits through Brac.

Revolving Refinance Scheme for Jute
In order to guarantee a fair price for the jute growers, BDT 200.00 crore was established as a rotating refinance fund. This fund is to be distributed at a decreased interest rate (bank rate+4 percent max) to all export-oriented jute mills and entrepreneurs through 16 participating scheduled banks.

Special Refinance Scheme of Tk. 200 crore for Milk production and Artificial Insemination
On 05.03.2015 the Board of Bangladesh Bank endorsed a unique refinancing system of Taka 200.00 crore for milk manufacturing through artificial insemination. The fund's tenure is five years. Under this system, borrowers at root level will receive credit at a concessional rate of 5 percent, provided Govt. A 5% interest will be subsidized for loan banks. All commercial / specialized banks owned by the state, IFIC, BRAC Bank ltd., Midland Bank Limited. This refinancing plant will be used by Ansar VDP Unnayan Bank, Karmasangthan Bank and IDLC under the immediate oversight of Bangladesh Bank.

Special prudential regulations and Monitoring of agricultural credit
Bangladesh Bank has some unique prudential agricultural credit laws. There is no SMA class in agricultural and micro-credit loan classification. Loan rescheduling is permitted without payment of the down payment. The highest interest rate for agriculture and long-term industrial loans is 11%. On the other side, BB has created a three-tier surveillance scheme to ensure end-use, timely disbursement and restoration of farm and rural credit. BB also inspects branches and bank headquarters on-site. BB is coordinating with its branch offices and the Committee for District Agricultural Credit. BB also uses mobile phones to monitor end usage at grass-root level. 



 Table: Agriculture credit performance by banks
	
	2014
	2015
	2016
	2017
	2018

	Distribution target(BDT billion)
	145.95
	155.50
	164.00
	175.50
	204.00

	Annual disbursement(BDT billion)
	160.37
	159.80
	176.50
	209.99
	213.93

	Recovery(BDT billion)
	170.46
	154.10
	170.60
	188.41
	215.03

	Overdue(BDT billion)
	76.12
	67.29
	56.78
	67.08
	72.11

	Outstanding (BDT billion)
	346.33
	329.40
	344.80
	309.48
	406.01




Agriculture and rural finance program has increased in the last year as private commercial banks and international commercial banks, together with state-owned commercial banks, came forward to disburse the country's agricultural credit. In 2018, the actual disbursement of BDT 213.93 billion against the BDT 204.0 billion disbursement target was 1.9% higher than the actual BDT 209.99 billion disbursement in 2017.
The total outstanding loan in the agriculture sector for all banks in 2018 increased by 15.53 billion BDT or 3.97 percent to 406.01 billion BDT from 390.47 billion BDT in 2017.





















Conclusion

[bookmark: _Toc17624145]Recommendation

The absence of access to financial services relates to financial exclusion. It limits job and business development possibilities and imposes a premium on basic service costs. Consequently, financial exclusion makes reducing inequalities and alleviating poverty difficult. A barrier to economic development is financial exclusion Marginal farmers, landless labs, unorganized companies, urban slum dwellers, migrants, senior citizens and females are among the financially excluded communities. In order to guarantee stable and equitable economic growth, financial inclusion is therefore a high priority policy objective for developing and advanced nations. Nearly half of the adult population in non-banked Bangladesh — most of those with a bank account use it only to receive transfer payments, not for' bank.' This financial exclusion deprives rural people of the financial services they need to achieve economic resilience and limited access to resources. While a big proportion of non-banked people enjoy mobile money transfer facilities, mobile savings and loan services have not become popular as elsewhere in the globe. The root causes for the uneven coverage of financial facilities are manifold
1. Reaching rural population with branch is not cost-effective.
2. It is difficult for rural, especially illiterate people, to take advantage of traditional banking that requires a lot of paper work.
3. Lack of appropriate financial product
4. Lack of awareness among population is also responsible for low penetration
5. Present legal framework is aligned to support traditional banking only.
[bookmark: _Toc17624146]Conclusion

Financial inclusion is the method of ensuring that all segments of society in general and vulnerable groups, such as weaker segments and low-income groups, have access to adequate economic products and services, particularly at affordable costs, in a fair and transparent manner by mainstream institutional players. Financial services include all sorts of savings, loans, insurance, credit, etc. The objective is to assist them emerge from poverty by offering these services. The research shows that the execution of financial inclusion will require that banks take full account of financial products knowledge, educate and advise on money management. One way to achieve this cost-effectively is by forging links with micro-finance organizations and local communities. Banks should offer the zero balance account facility broad advertising. Technology in distant regions can be a very useful instrument. ATMs, money dispensing, machines can be adapted to make them user-friendly for individuals who are illiterate, less trained or who do not understand English. Banks would need to redesign their business strategies to encourage low-income group financial inclusion that treats them as both company chance and corporate social responsibility.
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