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Abstract: 
Financial services are playing the main role in decreasing poverty in the nation because many of the rural poor people are 

financially illiterate and they mainly depend upon informal credit sources to avoid these activities the RBI and GOI have taken various 

initiatives toward reducing the monetary gap of the rural households. The main intention of this paper is to identify the awareness about 

financial services among rural households of the Kodagu district and to evaluate the impact of financial inclusion on the socio-economic 

status of rural households in Kodagu district. In this background, the current study is based on qualitative and quantitative in nature to 

analyze the effect of financial inclusion on the rural household in the Kodagu district. In order to show a positive relationship, the 

primary and secondary data have been collected through interview method. In this process total 120 respondents were selected from three 

taluks of Kodagu district by using a multi-stage sampling technique. The present study finds out that the level of awareness on financial 

services, use of bank account, Availability of financial institution, savings, deposits, credit facilities, and its impact on the rural 

households in the Kodagu district. 
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I. INTRODUCTION: 
 
Financial Inclusion is the delivery of banking services to masses including privileged and disadvantaged people at affordable terms 

and conditions (Rangarajan, 2008). Even after 73 years of freedom, banking services have not reached the whole rural and unprivileged 

division of society. It creates a monetary gap and insecurity among rural people. Hence, the Government of India (GOI) and Reserve Bank 

of India (RBI) formulate a variety of policies to build monetary strength in rural India through Financial Inclusion since 2005. The RBI 

has taken various initiatives like, such as Self Help Groups (SHG)- Bank linkage program, Micro Finance (MF), use of Business 

Facilitators and Business Correspondents (BFBC), easing of Know Your Customer (KYC) norms, Electronic benefit transfer, use of 

mobile banking, Automated Teller Machine (ATM), the opening of “No-frill-accounts” and providing financial literacy to create 

awareness among rural people. All these efforts have played a significant role in increasing the formal credit facility in rural and  The 

Government of India also provide financial services like the establishment of credit counseling centers, Kisan Credit Card, Pradhan 

Mantri Jan Dhan Yojana (PMJDY), etc. (prof.J.P.Yadav, Abhishek Sharma, Meghna Meena, 2016).  

 

Financial Inclusion in India 
The Reserve Bank of India has set up the khan commission in 2004 to study financial services in the country. Later, Y.V. 

Venugopal Reddy (former Governor of RBI) was the first person to use the word ‘Financial inclusion’ in April 2005 in his Annual 

policy statement. The idea of Financial Inclusion was encouraged in the eleventh five-year plan period. After that, the pilot study had 

conducted in Mangalam Village at Pondicherry and it is the first village in India every household has Bank Account and using Financial 

Services (Panduranga, 2016). In India, the top three states have the highest in financial inclusion such as Kerala, Andhra Pradesh, and 

Himachal Pradesh also lowest in Bihar, Assam, and West Bengal. (Annual RBI Report in 2015). 

According to the World Bank, financial inclusion in India has witnessed a considerable growth rate in account penetration in the year 

2014. Around 53 percent of adults are having a bank account, much higher than that of 35.2 percent in 2011. The account penetration in 

India shows a sharp increase during the period 2011 and 2014. The results of accounts penetration can be attributed to a significant effect 

from the PMJDY financial inclusion strategy for complete financial inclusion. In this strategy, the objective was to open a bank account 

per household. About usage, in India, only 14.4 percent of individuals are using accounts for savings in the formal financial institutions 

and 6.4 percent of individuals are borrowing from formal financial institutions in the year 2014 ((Prabhakar, 2019). 

 

II. PROFILE OF THE FINANCIAL INCLUSION IN KODAGU DISTRICT 
 
Kodagu (Coorg) is one of the attractive hill stations in Karnataka. It occupies an area of 4,102 square kilometers (1,584 sq m) in the 

Western Ghats of southwestern Karnataka. It has three Taluks, like viz., Madikeri, Virajpet, Somvarpet. Madikeri is the headquarters of 

Kodagu. A total of 1,38,303 numbers of households have banking facility and 69.27 percent of households availing of banking services 

(e-krishiuasb.karnataka.gov.in, 2011)). The total 163 Bank Branches, the total 1,68,437 Credit Accounts, The total 3, 98,445 Deposits, the 

total 113 number of ATMs. the total 126 Public Sector Banks, the total 154 scheduled Commercial Banks, the total 24 Private banks, The 
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total 25 Regional Rural Banks, 4 urban Co-Operative Banks, and 3 Primary Co-operative Agriculture and Rural Development Banks 

(SLBC-Report, 2015-16). 

 

III. REVIEW OF THE LITERATURE  
 

Aijaz Qurashi (2014) has explained that the expansion of financial inclusion programs. These services are effective in urban areas 

because urban people more benefited from financial services than rural people due to a lack of financial awareness among rural people. 

Therefore, NABARD, RRBs, and SHGs have taken different methods to achieve financial inclusion in rural areas to reduce the gap 

between rural and urban areas. Hence 74.4% of the rural people have created formal accounts under a no-frills scheme. Moreover, many 

of the small and marginal farmers were benefited from these services. Kavidayal and Vinay (2016) were Analyzed the Impact of 

Financial Inclusion on rural households in the Bageshwar district of Uttarakhand. This study mainly explains the causes for opening a 

Bank Account and for which intention it has been used by the people. The statistical data of this paper shows that rural people are ignorant 

of the financial instruments and banking services. Typically they have fear to enter banks and fulfill their financial requirement. Therefore 

they highly depend on money lenders for easy access with a high rate of interest. The study finds out the financial inclusion system helps 

deprived section of people to get access to formal credit, saving products, and other services which help them to overcome poverty in the 

district.  

 

IV. STATEMENT OF THE RESEARCH PROBLEM 
Several studies have already been conducted on financial inclusion at the macro level and no major study has been made to find out 

the Impact of financial inclusion at the micro-level particularly in the Kodagu district. With the improvement of Financial Inclusion, there 

must be needed maximum number of participation from the derivative section of the rural households. But, the majority of the people do 

not use Banking services because a lack of financial awareness among rural households is reducing the participation of the rural people. In 

this background, the present study has undertaken to examine the impact of financial inclusion on rural households of the Kodagu district. 

 

V. THE OBJECTIVE OF THE STUDY 
 To identify the awareness of Financial Services among Rural Households in the Kodagu district. 

 To evaluate the Impact of Financial Inclusion on Socio-Economic Status of Rural Households in Kodagu district. 

 

VI. THE METHODOLOGY OF THE STUDY 
 
This paper is based on qualitative and quantitative in nature to show the positive correlation between financial inclusion and inclusive 

growth the Primary data have collected through a multi-stage sampling method by using a structured interview schedule. In this process 

total, 120 respondents were selected from three taluks of Kodagu district from each taluk 40 respondents were selected. The respondents 

were classified into small and marginal farmers, daily wage laborers, drivers, tailors, etc. which trace the linkage between financial 

inclusion and socio-economic status of rural households and Secondary data has collected through the Annual Report of RBI, Kodagu at a 

glance, Kodagu district statistics at a glance, Report of banks, Government of India published journals and various committee reports 

regarding the number of bank branches, bank accounts, deposits, savings, loans, etc in Kodagu district.  

 

6.1 RESULTS AND DISCUSSION: 

 

Table: 1 Demographic profile of Rural Households in Kodagu District of Karnataka  

 

Below the Table:1 reveals that the demographic profile of the rural households. 12.5% of the respondents belong to below 15 

years, 37.5% of the respondents between 15-30 years, 27.5% of the respondents belong to 30-45 years, and 22.5% belong to 45-60 and 

above. It shows the middle age group of people in Kodagu using banking services. Subsequently, compared to male (65%) and female 

(35%) respondents, males are using more banking services than females. After that 35.83% of the rural people in Kodagu district are 

illiterate, 33.33% of the respondents are studied secondary education, 18.33% of the respondents are complete the under graduation, 

12.50% of the respondents are complete the post-graduation. Then, data have been collected from different occupational peoples like 

45.83% of the respondents are small and marginal formers, 31.66% are daily wage workers, 10% are self-employed, 5% of the 

respondents are tailors. Also, data have been collected from different category people like 30.83% are belongs to SC, 23.33% of the 

respondents belong to STs, 35.83% of the respondents belong to OBC and 10% belongs to a general category using the banking services. 

Further, It shows the monthly income of the respondents 37.5% of the respondent's income is below 10.000rs, 30.83% of the respondent's 

income between 10.000-20.000rs, 20.83% of the respondent's income between 20.000rs to 30.000rs and 10.83% of the respondents have 

more than 30.000rs.   
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Sources: primary data from respondents. 

6.2 MEASURING LEVEL OF AWARENESS ON SELECT FINANCIAL SERVICES IN KODAGU DISTRICT 

 
 Financial literacy or financial education on various banking and other financial services helps in empowering and educating the poor so 

that they are knowledgeable and capable of evaluating various financial services and improving the rural household financial decision 

making so that to enable maximum utility of these banking services. Further, the underprivileged groups in the society need a certain level 

of financial awareness to evaluate and compare financial facilities which help to improve access to usage of various financial instruments. 

Therefore, awareness of various financial services facilitate effective use and helps to choose the best financial instruments, which meets 

their financial and hence leading to increased financial inclusion. (Prabhakar, 2019). 

 

Table: 2    
 The awareness of financial services among rural households in the Kodagu district. 

 

A) Awareness of different type of accounts 

Variable Category Frequency Percentage 

i) Savings account / 

    current account 

Well known 78 65% 

Little known  19 15.83% 

Not at all known 23 19.16% 

 Total 120 100% 

ii) Post office account  Well known 92 76% 

Little known  15 12.5% 

Not at all known 13 10.83% 

 Total 120 100% 

iii) No-frill (zero balance 

account) 

Well known 69 57.5% 

Little known  24 20% 

Not at all known 27 22.5% 

Variables Classification Frequency Percentage 

 

Age 

Below 15 years 15 12.5% 

15-30 years 45 37.5% 

30-45 years 33 27.5% 

45-60 and Above  27 22.5% 

 Total 120 100% 

 

Gender 

Male 78 65% 

Female 42 35% 

 Total 120 100% 

 

 

Education 

Illiterate 43 35.83% 

Primary/Secondary 40 33.33% 

Under Graduation 22 18.33% 

Post Graduation 15 12.50% 

 Total 120 100% 

 

 

Occupation  

Small and Marginal 

farmers 

 

55 

 

45.83% 

daily wage laborers 38 31.66% 

Self-employed 12 10% 

Drivers 09 7.5% 

Tailors 06 5% 

 Total 120 100% 

 

 

   Category 

SC 37 30.83% 

ST 28 23.33% 

OBC 43 35.83% 

General 12 10% 

 Total 120 100% 

 

Income 

(monthly) 

Below 10,000 45 37.5% 

10,000-20,000 37 30.83% 

20,000-30,000 25 20.83% 

Above 30,000 13 10.83% 

 Total 120 100% 
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 Total 120 100% 

iv) SHGs account 

 

Well known 98 81.66% 

Little known  13 10.83% 

Not at all known 09 7.5% 

 Total 120 100% 

B)Aware of various bank loans 

Variable Category Frequency Percentage 

i) Agricultural loan Well known 92 76.6% 

Little known  19 15.83% 

Not at all known 09 7.5% 

 Total 120 100% 

ii) Education loan Well known 81 67.5% 

Little known  25 20.83% 

Not at all known 14 11.66% 

 Total 120 100% 

iii) SHGs loan Well known 98 81.66% 

Little known  15 12.5% 

Not at all known 07 5.83% 

 Total 120 100% 

iv) Vehicle loan  Well known 69 57.5% 

Little known  35 29.16% 

Not at all known 16 13.33% 

 Total 120 100% 

v) other loans Well known 76 63.33% 

Little known  25 20.83% 

Not at all known 19 15.83% 

 Total 120 100% 

C) Aware of various financial services and insurance policies 

Variable Category Frequency Percentage 

i) ATM/Debit card, 

Cheque book, Credit 

card, Mobile banking 

Well known 82 68.33% 

Little known  22 18.33% 

Not at all known 16 13.33% 

 Total 120 100% 

ii) Filling bank 

challan, Deposit 

schemes 

Well known 59 49.16% 

Little known  16 13.33% 

Not at all known 45 37.5% 

 Total 120 100% 

iii) Health & life 

insurance 

Well known 35 29.16% 

Little known  17 14.16% 

Not at all known 68 56.66% 

 Total 120 100% 

iv) Crop insurance Well known 66 55% 

Little is known  26 21.66% 

Not at all known 28 23.33% 

 Total 120 100% 

Sources: primary data from respondents. 

above Table:(A) represents that level of awareness regarding different types of accounts. 65% of the people are aware of saving and 

current account,15.83% are little aware and 19.16% are not aware of this accounts, 76% are aware of post office account and 12.5% are 

little aware and 10% not aware about this accounts, 57.5% are aware of No-frills account, 20% are little aware and 22.5% not aware about 

this accounts, 81.66 % are aware of SHGs account, 10.83% are little aware and 7.5% not aware about this accounts. Most of the rural 

households are more aware of SHGs account than the post office account and savings account. They are also financially included through 

SHGs financial actions.  
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Table:(B) represents that level of awareness regarding different types of bank loans, 67.5% of the people are aware of agricultural 

loans, 15.83% are little aware and 7.5 % are not aware of these loans. 67.5% of the people are aware of educational loans and 20.83% are 

little aware and 11.66% not aware of these loans. 81.66% are aware of SHGs loans, 12.5% are little aware and 5.83% not aware of these 

loans. 57.5% are aware of vehicle loans, 29.16% are little aware, and 13.33% not aware of these loans. Moreover, many of the 

respondents are taken loans from SHGs for educational purposes, constructing a house, and fulfilling other needs of the people.  

 

 
 

Table:(C) represents the level of awareness regarding different financial services and insurance policies. 68.33% of the people are 

using ATM/Debit cards, Cheque book, Credit card, Mobile banking, 18.33% are little using and 7.5 % are not using these services. 

49.16% of the people can fill the bank challans to deposit or withdraw the money and 13.33% are little aware and 37.5% not aware of this 

because of illiteracy. 29.16% are aware of health insurance schemes, 14.16% are little aware and 56..66% not aware of this for the reason 

that lack of financial knowledge. 55% are aware of crop insurance schemes, 21.66% are little aware, and 23.33% not aware of these 

insurances. Moreover, many of the respondents are not aware of the insurance schemes because of less knowledge about these schemes. 
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All the respondents were interviewed through the questionnaires to analyze the level of knowledge of various financial services are 

provided to the individuals by the financial institutions. Above the numerical data explains that level of awareness regarding different 

types of accounts, loans, financial services, and insurance policies.  

 

Table: 3  Instruments of Financial Services Provided by the Banks  

 
SL/NO Instruments of Financial Services respondents Percentage 

 

1 

Business Correspondents / Business 

Facilitators 

 

18 

 

15% 

2 General Credit Card 29 29.16% 

3 Kisan Credit Card 16 13.33% 

4 No frills (zero balance account) 21 17.5% 

5 Know Your Customer (KYC) 15 12.5% 

6 Pension schemes 12 10% 

7 Insurance policies 09 7.5% 

 Total 120 100% 

Sources: primary data from respondents. 

Above the table.3 shows that Instruments of Financial services provided by the banks in Kodagu District total  15% of the 

respondents are benefited from BC/BFs,  total 29.16% of the respondents use General Credit Cards, total 13.33% of the respondents have 

Kisan credit card, 17.5% of the respondents have No frills Account, total 12.5% of the respondents have to Know Your Account, total 

10% of the respondents have pension facility and 7.5% of the respondents have Insurance policies. 

6.3 AN IMPACT OF FINANCIAL INCLUSION ON SOCIO-ECONOMIC STATUS OF RURAL HOUSEHOLDS IN KODAGU 

DISTRICT. 

 
 Social Status of Rural Households: Financial services are helping to uplift the rural households particularly deprived sections. 

Financial Institutions like lead banks, rural banks, and post office banking services, specially SHGs are playing important role in Financial 

Inclusion in the rural area. consequently, it creates equal opportunities for the unbanked people to get formal financial services at low cost, 

and it supports to full filling the financial needs. it increases the social status and knowledge of the people. Hence, participation in 

financial inclusion provides an opportunity for improvement socially, economically, politically, and It reduces the social exclusion among 

rural households as follows: 

o After participation in financial inclusion the households capable to decide on healthcare and purchase of daily requirements. 

o The SHGs created awareness among households on savings, health issues, expenditure on day-to-day consumption, and purchase 

of needy material for home. 

o The rural households can decide on the children’s education after participation in financial inclusion programs. 

o The rural households are maintaining public relations after availing financial services. 

o With the ease of access to bank loans and other financial services the households actively participate in the financial inclusion 

process. 

o The households are aware of the various financial inclusion schemes. 

 

 Economic Status of Rural Households: The effects of financial inclusion on the economic status of rural households mainly 

estimate the economic welfare of people like changes in income level, changes in consumption expenditure towards to households daily 
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requirements through after participation in the financial inclusion programs like the self-help groups (SHGs) and other banking services. 

The important effects are identified as follows: 

o the rural households generate additional income through the use of SHGs loan towards income-generating activities. 

o the household opinion that creation own assets through income-generating activities. 

o the household's monthly consumption expenditure has been increased after availing of bank loans or other financial services.  

o the easy access bank loan ensures to invest in income-generating activities that impact the standard of living conditions.  

o the economic opportunity has been increased through the participation of financial inclusion programs.  

 

VII. FINDINGS OF THE STUDY 

 
 Banking services available only for urban people but these services are excluded from the rural people therefore they 

highly depend on money lenders. 

 Lack of financial literacy among the respondents is caused by financial exclusion in the Kodagu district. 

 Formal banking needed various documents to provide loans but rural households do not have these documents to 

acquire these services. 

 People are not interested in using banking transactions because they feel difficult in understanding banking services. 

 Many of the rural people living in an isolated area they find difficult to get banking services because of lack of 

infrastructure facility. 

 SHGs play an important role in providing financial services in the district and the majority of the people take a loan 

from SHGs.  

 

VIII. SUGGESTIONS FOR THE STUDY 

 
 The number of branches must be opened in rural areas.  

 Create awareness about banking services among rural people. 

 Financial literacy should be needed for rural people because to get the benefits of financial services. 

 Private Banks should provide the loan facility to rural households to improve their livelihood conditions.  

 Everyone should have a bank account in the family.  

 The banking dealings must be simplified to open the Bank account in the rural area. 

 Bankers should have a friendly relationship with the public. 

 

IX. Conclusion 
Financial services of the banks are considered a key determinant for the development of rural poor. it helps to remove the dominance of 

the middle man and money lenders. This paper mainly focuses on two things. Firstly, it aimed to study the level of awareness regarding 

selected financial services in the district it finds out that the peoples are extremely aware of various bank accounts, savings, and deposits 

and also aware of various credit facilities offered to them. Secondly, it measures the socio-economic status of rural households. This in 

turn will result in increased income and ultimately improve the level of household socio-economic conditions. The findings of the study 

confirmed that the service providers should take initiatives to enhance the literacy levels regarding improving the awareness level and an 

increase in the loan amount of SHGs can facilitate enhancing the investment opportunities.  
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