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Background

« The Common Services Centres Scheme is a part of the
ambitious National e-Governance Plan (NeGP)

 NeGP includes a 3 pillar model:

— Enabling e-Government Services through 25 MMPs and offering
the same through State Data Centres (SDC)

— Connecting the State Government offices upto Block level through
the State Wide Area Network (SWAN)

— Offering a network of access points for e-Government services at
the doorstep of the citizen through the Common Services Centres
(CSCs)

o Cabinet Approved the Scheme in September 2006

 IL&FS appointed as the Program Management Agency (3
years) to support the Department of IT and States



Why CSCs?

Rural India is at a disadvantage due to lack of access to
Information, knowledge, credit, livelihood opportunities,
market linkages

Coping costs of basic services high - therefore low
disposable incomes

Rural India is poor, but not bankrupt — willingness to pay is
very high

Government as well as Private Sector keen to reach out to
rural India

A systematic and structured model that focuses on shared
access, rural entrepreneurship and market mechanisms
can work wonders



The Common Services Center (CSC) Scheme

100,000 Common Services Centers in Rural India
10,000 Common Services Centers in Urban India

One CSC to service a cluster of 6 villages

World-class IT Infrastructure and Connectivity

Scheme to be implemented in a PPP Framework

Focus on Rural Entrepreneurship & Market Mechanisms
CSCs to be positioned as the retail extension hubs

No Capital Subsidy but Guaranteed Revenue Support



The CSC Infrastructure

2 PCs with UPS

2 Printers (Inkjet + Dot matrix)
Digital/Web Camera

Wireless Connectivity
Genset/Inverter

Mobile Phone

OS and other software

Other services related Capex Cost

Total Estimated Cost per CSC: 1.25-1.50 lacs



Key Services

 E-Government Services — G2C
— Land Records
— Birth/Death Certificates
— Grievances
— Form downloads and submissions
— BIill payments — water, electricity, telecom, etc.
— Licenses, permits, subsidies
— Property Tax and Registration
— Buss pass, Railway tickets, Passport, etc.



Key Services

Business to Consumer Services — B2C

IT services (Printing, Scanning, DTP, web surfing, etc.)

Agri-business services (consulting, testing, information,
procurement, etc.)

Telecom Services (PCO, Post-paid/pre-paid connections, mobile
phone sales)

Commercial Services (Matrimonial, Astrology, Bio-data, etc.)
Retail Sales & Referrals (FMCG, Consumer Goaods, etc.)
Education Services (IT, English Speaking, etc.)

Health (Tele-medicine)

eCommerce (Online shopping, airline tickets, etc.)

Business to Business — B2B/G2B

Market Research
BPO Services
Advertising, Branding and Promotions
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The State Government

To select SCAs through a competitive bidding process

To provide the necessary infrastructure and policy support

to the SCA to rollout the CSCs Iin a prescribed timeframe
— Access to e-Government services through the CSCs
— Last-mile connectivity at subsidized rates through SWAN
— Space, power, land, etc.
— PR and advertising support to the CSCs
— Departmental linkages and coordination

To provide financial support to the SCA through Revenue

Subsidy for first 4 years of the project
— Guaranteed subsidy in lieu of G2C services
— Subsidy to be adjusted against G2C revenues



The SCA

The prime driver of the Scheme - Build, own and operate
the CSCs in a sustainable manner

Set up CSC locations with the necessary IT infrastructure
and branding

ldentify, select and train the kiosk operators
Undertake content and services partnerships
Set up back-end data center and a centralized CSC portal

Operate and monitor the CSC business, especially the
revenue support mechanism






Current Status

There are close to 47,000 bank branches across the
country

However, access to credit and institutional finance has still
not reached the mainstream population

48% of all households, 51% of farm households and 78%
of non-farm households are not included in the organised
banking system

“Apart from financing the growth sectors ..., banks will
have to spread their customer base to women, students,
self-employed, small entrepreneurs and artisans through
micro-credit and micro-finance.” — The FM



The Role of Common Services Centres

“It ’'s not enough to have technology - banks have core
banking solutions. That doesn’t mean they can reach out to

everyone.”
— P. Chidambaram, Honorable Finance Minister, Govt. of India

100,000 CSCs, manned by local entrepreneurs and
operated by qualified private franchisees, can act as the
catalysts for extending banking services at the last mile

For Banks, the CSCs represent a huge opportunity of an
organized network that can fulfill their vision and goals of
financial inclusion in rural India



CSCs: Opportunities for Banking

e CSCs could be used as retail extension outlets for banking

products and services
— Account opening

— Agri-loans, rural housing loans, vehicle loans, gold loans, etc.
— Micro-Deposits

— Formation of SHGs

— Loan recoveries

 Banks can lend funding support to Village Level
Entrepreneurs in the form of small loans

« Banks could also lend funding support to SCAs in the form
of Project Financing






Integrating Business Correspondents & Facilitators iInto CSC

 RBI has issued a formal Circular on appointment of

Business Correspondents and Facilitators
— to ensure greater financial inclusion
— To increase the outreach of banking activities in rural areas

« Business Facilitators can undertake the following
— identification of borrowers and fitment of activities
— collection, preliminary processing & verification of loan applications
— creating awareness and education and advice on managing money
and debt counseling
— processing and submission of applications to banks
— promotion and nurturing Self Help Groups/ Joint Liability Groups
— post-sanction monitoring
— monitoring and handholding
— follow-up for recovery



Integrating Business Correspondents & Facilitators iInto CSC

 The Business Correspondents can undertake the following

all activities of Business Facilitators

disbursal of small value credit

recovery of principal / collection of interest

collection of small value deposits

sale of micro insurance/ mutual fund products/ pension products/
other third party products and

receipt and delivery of small value remittances/ other payment
iInstruments

e Such a model offers a perfect fit for banks to integrate and
extend their outreach through the CSCs
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The Peek into the CSC Pilot: Baramati, Maharashtra
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The Peek into the CSC Pilot: Baramati, Maharashtra




The Peek into the CSC Pilot: Baramati, Maharashtra







CSC as Business Facilitator: The Pilot Experience

A pilot was initiated with Union Bank of India to ground-test
the Business Facilitator concept

Products from Priority Sector Lending department were
decided to be piloted in one CSC

Meetings were undertaken with senior management as
well as regional offices of UBI to understand the
transaction models as well as local challenges

Focus was on following products:

- The National Horticulture Board Scheme
- Agri Loans

- Housing and Vehicle Loans



The Process Flow of the Banking Pilot

UBI Mumbai HO

Policy Approval

Awareness Generation
Instructions to Regional Office

Pune Regional Office

Detailed Rollout Strategy
Implementation Plan

Training of VLE

PR and Branding

Instructions to Baramati Branch

> @

UBI, Baramati Branch
Local follow-up
Training Support
Loan processing
Disbursals




UBI Pune Branch conducted
training for the VLEs
in Baramati



The Process in Pictures

PR Material is put up on
the CSC in local language
to attract customers

Meetings were held with
villagers to promote awareness
about UBI products and services



The Process in Pictures

Potential customers were
identified

Verification visits (KYC) were made
and case files were prepared

and forwarded to the branch for
approval



The Process in Pictures

Branch Manager undertook
the necessary due diligence
to ensure all parameters were

met

Loans were disbursed at the
Bank Branch to the customers



Outcomes Achieved

In the past 2 months, the Katewadi CSC co-ordinated and
forwarded 3 loan proposals to UBI

The branch has approved all the loan proposals

The total worth of the loans approved is Rs. 5.00 lacs, as

follows:

- Housing Loan 3.50 lakhs
- Well & Pipeline 1.05 lakhs
- Wheeler loan 0.475 lakhs

2 more loan proposals are in the pipeline amounting to
around Rs.3.50 lacs, which would be forwarded to the
Branch in the next few days



Outcomes Achieved

 In addition, UBI provided Credit Cards to the VLEs with an
upper limit of Rs.10,000

 The VLEs are using the credit cards to undertake the
following activities for the villagers:
- Booking of Online Railway Tickets

- Booking of Airline Tickets
- Online Shopping for Watches, Cameras and Sarees



Participating Financial Institutions

Following institutions have also evinced keen interest in
participating in the pilots:

State Bank of India
Union Bank of India
ICICI Bank

Canara Bank
Indian Bank
Reliance Money
Bajaj Allianz

ICICI Prudential
HDFC Chubb



Needs and Challenges

CSCs need to be a part of the Bank’s business plans as

well as yearly targets
- This would allow local branches to service the CSCs in an
organized way

Limited staff at the Branch to service additional business in

an efficient way
- Need for sales staff that can move around and support the VLES

Better communication channels between the branch and
the CSCs

Need for using ICT tools like mobile phones, Smartcards,
etc. for faster processing and delivery



Needs and Challenges

» A structured supply chain needs to be developed and
Integrated in the banking processes and activities

e Status for SCAs/VLEs under RBI Guidelines

- SCAs under the CSC Scheme to be approved as Business
Correspondents

- VLEs under the CSC Scheme to be approved as Business
Facilitators

* Business Correspondent model needs to be firmed up
through ground level piloting



“Here we were talking about economic
development, about investing billions of dollars in
various programs, and | could see it wasn't

billions of dollars (that) people needed right away.”

- Dr. Muhammad Yunus, Nobel Laureate and MD — Grameen Bank



