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Pradhan Mantri Jan Dhan Yojana as d
Giant Step Towards Financial Inclusion:
Some Reflections

Prasanna B. Josh

o
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develop the rural economy, it is very necessary
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enable th
e rural ma
economic acti sses the provisi
activities on of easy and adequat
) e finance to und
ertake

REV
::Wl OF LITERATURE
agli (2012
develo ) has found th
“evelopment and th that a strong positive associati
;:O‘leould be helpful ft:()ﬂtr;lan‘3la1 inclusion of the states inlzllltllgir:l bI?Itwelen the hurteh
. He
incl‘l‘;‘yfnakers in near futuer governments or financial regulators or :tlizrfgug('j ot
co Ston the plight of e to enhance financial inclusion but till date i e 'Of
s ncluded that the m the states in India is not commendabl B
ecti C s a
\ :rtnons of people a?:S ft'l)nanmal literacy and awareness among tli: ;Ie h_aS ?150
indiaig o Hom e o I achieve financial iﬂcalllrliligihzgg
ew . e Minister of Indi i :
rel challe i . ndia (2014) in r
Coirt:d to Brand a%:rm implimenting mission. In that o)ne ofeglzr::lfaﬁlzl\?v?Y
“dom, :po’ndent Banks Oftl]less and sensitization about channel of Bugsine:z
tipog ?:r f:c,ide pull offect ‘;;S tall;ilsc,l Rupay Cards which is important t0 achieve a
3 .. . re it 1 :

Maingty inancial inclusion. in whi port it 1s‘also mentioned about the financial

ys. , in which financial education is one of the important
ging low income groups
| inclusion protects their

alsg 1  Wealth and o :
ende?::gates the ex;hlzritzﬁources in exigent circumstances. Financial inclusion
the Prag Y facilitating eas ion of vulnerable sections by the usurious monecy
Philogg han Mantri Jan Dly access o formal credit. To mitigate such sufferings
they uﬁh)’ of SabKa Saatllag Yojna l%es at the core of Govt of India development
dergg, her mentioneq th;t ab Ka Vikas. In projecting brightet future of PMIDY
Advang, 0d and utilize the its hug? success will enable the Bank Managers to
Section 8¢, by Participatin opPp Ortuf“t)' provided by Financial Inclusion to their
tranSfe, Mproving their Cim Govt’s poverty alleviation programmes for weaker
SA base, raising theirdeposit base through direct fund

r's
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g Ment ang § agnk (2015) found that financi
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of India
n
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i

i nt is backed
initiative to cover “excluded segment” can be successful if govemI:g fust policy ,
with efforts of private sectors and involvement of people beyo |
formation of government.

. ial literacy'
Balasubramanian (2015) has focused on importance of financia

o ated
. .. el indicate
focusing on saving habit among poor. He has build decision tree E}Odincome and
that the number of earning members, family size, average monthly

L . ich influence
nature of employment are the deterministic independent variables whic
the regular saving behavior of the poor.

CONCEPT AND GOALS OF FINANCIAL INCLUSION
The concept of financial inclusj

economy like India as it brings all t

. . . . . . Scenario

Financial inclusion ig one of the most important aspects in the Pl'_f’sent on term
for inclusive growth ang development of economies. The financial mcluz > lion
was first time ugeq by British lexicon when it was found that nearly 7.

RRBS)
S 101969, establishment of regional rural banks (
inthe year 1975 and int

. ams

roduction of se|f help group (SHG) bank linkage ptfogrrlcia'

were initiatives taken by the Reserve Bank of India (RBI ) to provide mctioﬂs
accessibility. F inancia] inclusion is to Provide equal opportunities to vast ¢

: o 1o an
of population to accesg mainstream financia] services for better life, 1iving
better income. ¢ Provides path o inclusive growth.

. f
‘ ) ic right ©
financia) inclusion is to establish the basic c;gncept
every pefsqn to have accegg to a bank account. It is stated that this veryf; bility
of financial inclusiop j based on the Principle of 54 namely adequacy, ava'@ ns 0
awareness, affordability and aceessibility of financial services to all sectlo
fi

. . . it, remittancs
nancial system covering savings, credit, re

pat

ces 15
is credit Societies (PACS) and pojt Z?Micro
Purpose, Besj X HGs) a
Finance Institutions (MFIs) g, B Sides, self-help groups (S f the

. . : ents O
poorer segments °t the financial service requirem
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Accordin
financial 8 to World Bank re “Financ
services. | port “Financial inclusi
use of financi S, 1S .def'med as an absence of pri o i broad aceess o
Rane ial services.” price or non price barriers in the
; ) arajan’s commi
::lcdlu?lon may be deﬁ:z;tee (2008) on financial inclusion defines it
) ‘tlm ely and adequat as ‘the process of ensuring access to financi
cctions and Jow ; e credit where needed by vulnerable och
Financia] Inclll?c'ome groups at an affordable cost.” Broupssueh
g;(’cess of enSUrings:();z as defined by the Reserve Bz;nk of India (RBI) is th
affo‘;glrtl)erable groups Sejzhto appropriate financial products and services neede:l
able ) as weake i i
Moy cost in a fair and i r sections and low Income groups at an
e ansparent manner by main stream institutional
ia. financial i
of . , IInanc : .
dIiI;dlan Bank b ‘tfli]lelnc‘:uSIOn was introduced by K C Chakraborthy the chairman
orpe::/her_e all h0usehc))/ld1r 2005. Mgngalam Village became the first village in
i ple intending to o were provided banking facilities. Norms were relaxed
-, ;}al credit cards (G(Ij)fjn accounts with annual deposits of less than Rs. 50,000.
t0 help them acce s) were issued to the poor and the disadvantaged with
ss easy credit. In January 2006, the Reserve Bank of India

ed commerci
er
cial banks to make use of the services of non—govemmental
d other civil society

organiZati
Organ;: ons (N
ag:;:lziltions a(s ilft}eonif:glqs)’ micro-finance institutions, an
acCou‘)f India’s (RBI) vi laries for providing financial and banking services- Reserve
o Chnnts andservice th ision for 2020 is to open nearly 600 million
ology ( IT). em through a variety of channels by leveraging

out g »2ton can
Servtiz ebe ﬁnaﬂcialgirr?;v economically and socially i
incon, S at an afford bependent. Financial inclusion
nd © groups. The able cost to the vast sections 0
exte ments and various financial services inclu
its t € scope ofemlFté}r}ce facilities. The objective
it people i ;Ctll:ltl?S of the organized financia
w incomes.

e .
amon ob_] ectiVes Of ﬁ . .
nancial inclusion includes the extension of

Sect € less pri
lon $ privileged i
ged in urban and rural areas in India, protectin
markets and money lenders
ke financial

cl‘ea . e .
deCizling and Spri(;i;?ty from the unorganized money
OIS ang g 2 nancial awarenes “hat will enable them 0772
.ﬁnanc‘e Reserve g them to face financial uncertainties.
i) o inclyg ank of India(RBI) has issued directions to the panks t0 attain
iy Villgge 1 Which are s follovs:
Ancial gepy ith a population over 2000 shou
ices through a banking outlet by Marc

Y and innovate I ;
ow Cost business model.

as, “Financial
al services
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new customers’
on information

f its weaker gsection can turn

denotes delivery of financial
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de credit, savings, insurance

of financial inclusion is to
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panking habits
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t by banks |
ii) The approval of Financial Inclusion plan (FIPs) have to be rolled out by
over the next three years.

. ation of the
iii) To propagate financial literacy and Inclusion in performance evalu
staff.

) . iculture
Financial Inclusion Goals in partnership with the National Bank for Agri

) h ‘1 ; f the poor
and Rural Development, the UN aims to increase financial inclusion o

. : wareness 3
by developing appropriate financial products for them and increasing a

' . S articularly
on available financia] services and strengthening financial literacy, p
amongst women,

The United Nationg defi
follows:
© Access at a reasonable co

services, including savin

credit and insurance,

Sound and safe instit

performance Standards,

Financial and institutiona] S
investment.

L : ich are as
nes the goals of financial inclusion whic

nancial
st for all households to a full range of ?ervices’
88 or deposit services, payment and transfer

. industry
utions governed by clear regulation and 1

. f
- tainty O
ustainability, to ensure continuity and cer

JAN-DHAN YOJANA(PMJDY) Mission
ion on Finangig) Inclusion (NMFI) implemente.d asa ce and
integrated approach for providing banking, insuran
pension productg together to the beneﬁciary. tional

The Pradhan Mantri ja pyy. Yojana(PMIDY) introduced by the na an
issi usion (NMFT) is an economic vehicle of streamlining

facilities to the masses. It also ajmg
pension schemes for the poorer geg

4y the
Pradhan Mangi Jan-Dhan Yojana is g mega financial inclusion pla“‘w'thlot:g
objective of Covering aJ] householgs in the country with banking facilities o
with inbuilt insurance Coverage, The Purpose is to accelerate growth, fight pov
effectively and tg Cmpower the last man in the last row in Indian economy-

. 010
aim is to cover 7.5 crore househojgg (15 crore bank accounts) by the year 2
The Pradhan Mantyj an-Dhap, yy;

ust

. . Jana(PMIDY) was launched on 28" Altlf an

2014. The Prime Ministe, Mr. arendra Mod; flagged off the scheme W! ion

address to the nation. The nqpy Jan Dhan yag chosen through an online compe! y2

on the My Govt. Platform and the slogan of this scheme is “Mera Khata - Bhafe,'
Vidhata ¢ which means ‘My Bank Account. The Creator of the Good Forty

. akh
Prior to the launch, the Prime M

. 251
Mister’s Office had sent out about 7king the
e-mails to bankers across the coyp, ehtreating their cooperation in ma

The Nationa] Miss
Mode Project with an

ilities an
at securing subsidies, overdraft facili
tions of the society.
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scheme a success. O

the initial . Over 77,862 enrolment cam ionwi

Opening prsoI:; 2::5 (:lf;lécliCCount openings. Thereatl')tse:V :l;: lS)Ztnlllcz rtlzglcc)n:v l(til‘: " oo
On the very da e; ‘the directives of the Reserve Bank of Indiz ReBaccount

Set a record with thy of its !aunch the Pradhan Mantri Jan-Dhan Yoj o

'S the largest such © opening of over 1.5 crore bank accounts natc') Jaﬂa.(PMJD.Y)

fntered into the Gu(:Xerclse undertaken in any country ever on al:ir;wll:ed Whlcg

E;CI?.“MS were Open:(l;ejdeorld Records. Within the first 10 days, agout ; )cl:ri::'e

b inance, The Bi|] ang E/I tl‘le scheme according to reports from the Ministry

0 l\fIan government in moni e‘lmda Gates Foundation have offered to assist the
;EY)' onitoring the progressof Pradhan Mantri Jan-Dhan Yojana
€ objective

acc::S {0 variogs ﬁnC;fn ;zczhan. Mantri Jan-Dhan Yojana (PMIDY) is ensuring

excmz 0 need based credift:rv1ce§ like availability of basic savings bank account,

i efefd Séctions e Weaker,s::'uttances faf:ility, insurance and pension t0 the
Theestt)}: use of technologyfons & low income groups which is possible only

1 Niversa] t:éis of the Pradhan Mantri Jan-Dhan

Nancial sector D‘fSS to banking facility: It aims t0

househo1£1 f‘Strlct will be divided into sub servi

or access to basic banking facility by 14% Augus

Provig

a Ing Basij .

. ! un,COVeredghoj:;; B;anku?g Accounts with overdraft facility: This would cover
t}:nancial Litemc0 ds with banking facilities by opening basic pank accounts.

® Mission in y Program: Financial literacy would be an integral part of

order to let the beneficiaries make pest use of the financial

SerViCeS .
Teatiop Eilgg “_‘ade available to them.
e. to cover t;edlt Guarantee Fund: Creation of aCre
110 Insyra e defaults in overdraft accounts.
Persong by I:er: It provides micro- insurance
tecg, 3020 Mants JA“gust, 2018, and then on an
of gy o With coido - han Yojana (PMIDY) provides basic 2" -palance bank
of g, 00 AVaila e o rance eOvel of 1 lakh, along with 27 overdraft facilY
Nuy 1€ bankin e for account holders. The scheme would facilitat the use
Sche, ~ 20d aCcogr:-mong the poor through the National Unifie ssD Platfor™
Arog ® Would 41 ing to the National Payments Corporation ©
The laal anks irrW customers to access banking services usin
Sectg, Uch of ghis espective of the telecom provider f mobile hand
On gy Compy, ercial S;heme received strong support from public Se?tor a focus
i anks, resulting in significant uptake. There 1sh2:) f,;;rolds o

the Panqjy,
gt
Count he portfolio of financial i lable to all
ncial instrumen

ace

Yojana(PMJDY)
remove untouchability in

ce area catering to 1000 to
t,2015.

dit Guarantee Fund would

to all willing and eligible
ongoing basis.

tg availa
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This scheme will be implemented into two phases. Phase One which corrilpl’lS"«s
the time period from 15 August,2014 till 15® August, 2015 includes the universal
access to banking facilities, providing basic banking accounts with overdraft
facility of up to Rs. 5000/- , RuPay Debit Card with inbuilt accident insurance
cover of Rs. 1 lakh and financial literacy programmes.

Phase Two comprises the period from 15% August, 2015 till 14" August,
proposes the creation of Credit Guarantee Fund for coverage of defaults in overdraft
accounts, micro insurance, unorganised sector pension schemes, like Swavlamban,

coverage of households in hilly, tribal and difficult areas, coverage of remaining
adults in the households and students.

The Pradhan Mantri Jan-Dhan Yojana (PMJDY )was launched immediately
after its announcement on 28t August,2014. On the inauguration day itsel.f, 1.5
crore bank accounts were opened. Within three months, the figure multipl"ed to
7.5 crore across India. This is recognised as a remarkable achievement in a0
endeavour to financial inclusion.-

The Pradhan Mantri Jan-Dhan Yojana (PMJDY) was introduced in the year
2014, has successfully helped the rural people to have access to banking facilitics
and creating a Guinness World Records for opening the largest bank account I
a week. Therefore, the present paper is an attempt to understand Pradhan Mantri
Jan-Dhan Yojana (PMJDY) in fulfilling the financial needs of the people. p,-adh?m
Mantri Jan-Dhan Yojana (PMIDY) which is an innovative scheme of ﬁnancrfll

, this w.
mstitutions in attaining inclusive growth

The announcement of ‘Pradhan Mantri Jan Dhan Yojana’ by the Honorable

Prime .Minister of India has helped Push the agenda on financial inclusion progra™
in India. The efforts to incly

iet
‘ i de the financially excluded segments of the s0¢i€ Y
in India are not new but the viq;

ity.
eracy, access to credit. i old age secu!
The structural, infrastructura] a edit, insurance and s

line transactions, and Sustenance of
ensure effective implementation M
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stakeholders approach with clearly laid out roles and accountabilities towards
building an advantageous ecosystem. The eco-system would have to include 2
tobust technology infrastructure to facilitate technology enabled banking activities
and affordable reach, increased human connect for effective adoption, consumer
Protection measures, innovative product solutions to make business per account
Viable and an effective monitoring mechanism for due course correction.
Pradhan Mantri Jan Dhan Yojana (PMJIDY) is a nationwide scheme flagged
off by Honourable Prime Minister of India Shri Narendra Modi in August 2914-
la}:; ShCheme was announced on the eve of Independence Day and Cffﬁcc‘)all:y
. Scbed a fortnight later on August 28th with the core deve}opmcnt pl;l'ozngi:;
I :‘S > ka Sath, Sab ka Vikas. Backed by the National Mission for mIndian
0use}110n, the. PMIDY aims to provide at least one banlf account'tc! ever:oviding
I~ ?ld. Itis meant to be the launch vehicle of economic s'treamlmmg,c Ir)edit nd
Roing f° a host of financial services including bank deposit accoupts,a he P’ ime
inist:l':ard even insurance and pension. While launching tbe Yo_!an (,)f ihe poor
fom 4 r a}d described the occasion as a festival that‘ mark§ hbergilonne egment
of the Vicious cycle. It is no new knowledge that in India, whi eloWer e
o Population has access to a bouquet of financial services, the lo Jarge set
I;ls al.m ost deprived of even the basic financial services. Keepmlgl 1conomic
evelosomety financially excluded doesn’t bode we}l for.the ovc’iri 1 concern
ment of the country. This makes financial inclusion 2 & o

e ini e to all

anag?a:law requires Banks to provide accounts without mmlmUI;flldbaSIs:;cden e
s . . a )

legaly regardless of employment / credit history- I*“rzzr:l:)ee M em In ndia,

ound to open an account for anyone who app o shift

: ast
eve : P e rationale was *-
N after decades of bank nationalization, whos ccess and security for

0
the unCl;S fr.orp class banking to mass banking, financial a oL in his SP¢ ech
Tefery, "Privileged is still a luxury. With this awareness, the MoolamArtha,
asys ® Sanskrit verse: Sukhasya Moolam Dharma, Dhannas}’;volve people in
Seon micMo.o lam Rajyam — and put the onus on the St2t€ to lepublic product,
! availab?c.t“"tY- Since the banking services are in the nature ot orimination 15
Prime 'lht.y to the entire population without any structural dis a bank account
buijgg o 2°ive of financial inclusion in public policy: Access 10

; : ples moviné
the g T access to banking and credit facilties, et €%

1p of .
flnélncia] Moneylenders, benefit from financial PrOduCtS\;m was launched by the

Cris;
NDA T1S1s that comes from emergent needs. The P .
°Vel‘nm . g a Vi
It Woulg en.t with the motto - “Mera Khata - Bhag?’ 28 August
A“guSt 2015l?e Implemented in multi-phases: - Phase—fhe scheme
Phase-2: August 2015 till August 2018 ' janua
a

Wever

ed W'
:he rget g: a target of opening 7.5 crore bank accoccoun ’
Utsta, 5. 25 been later revised to 10 crore bank as of the launch:

Ing g )
how of achievement in the first few 4



104 / Financial Inclusion: Issues Challenges and Solutions

Need for PMIDY Over the years, the government and RBI ha's talfent'l;l:
various initiatives to ensure financial inclusion. Some of those being Nationaliza 'lﬁc
of Banks, Expansion of Banks branch network, Lead Bank Scheme, Sfate spei; -
approach for Govt sponsored schemes by state level bankers’ committee, anbled
more recent years Business Correspondent Model, Mobile banking, Aadhar ena
banking accounts, e KYCs etc. . olate

Despite various measures for financial inclusion, the impact is yet to perc or
across society strata, with stjl] a large part of country remaining unbanked. AS4P48
the latest Census of 2011, out 0f 24.67 crore households in the country, only‘l dies
crore (58.7%) households have access to banking services, and the number d‘.""n d
further in Rural India (54.46%). The same holds true for the reach of bankmgoi 2
ATM network — present banking network of the country (as on 31.03.2 s
comprises of a bank branch network of 115,082 and an ATM network of 160,05>-

age security benefits ]ike uno

ocial
security is well covered ung,

Sector

) s
pension funds, the need of

. . €. The im ancial n¢
schem§ thus de.llvers on multj aspects of Securit pact of thfe fin  saction &
¢) social security, Y @) economic b) tr

During the 1st year of implementati0n 14th

014-
August 2015),three pillars as Mentioneq EZ?:T Phase | (15th August, 2

ed.
W are targeted to be cOVer
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Univers
al access t .
mapping of o banking facilities: Thi :
each district i s: This requires worki ot
ooner that every habitation. Sub Service Area (SSA) This avtv'?llsmt level by
and y Cf: say 5 km by 1 4a20n has access to banking ser\;ices witll1inbae done nll,la
Infrastructy ugust, 2015. Certain reasonaoie
flastfand the Lef;e\;glnsgaints like J&K, HimacizrltSP?:dt:sehcotljl;try l:vhith telecor
0 1 ’
the program (15gA§;r§Sr?lszrg laffected districts would spill ;\f:r t(??ltlje,: I:l?;l;
, 2015 to 15 August, 20 -
. 2018) 2. Financial Literac
y

Pro
gramme:
i * Access is
I
held complete only with awarencss. Building financial

llterac
Y as part
of the pi
pillars would ensure beneficiaries make the best use of the
Banking Accounts

1oancial servi
:/m;: Vefdraftc:;cirlr;f; Z ac\il ailable to them. 3. Providing Basic
WOUIdCLl;ded with bank;g l},:?ﬁ;‘.y Debit Card: The first effort would be to cover
of Rs | lprovided with Rupacl gy l?y opening an account and account holders
5000 akh and Kisan ca dy ebit c‘a.rd with inbuilt accident insurance cover
only after six m rd. OD facility would be extended to the extent of

onths of satisfactory operation and credit history. Aadhar

Crs Will
Cginn; be seeded
X ing from 15, Augutsot 2rzl)ake account ready for direct transfers. Phase I,
15 upto15th August, 2018 will address 4. Creation
of defaults in

redit G
Overgr uarantee .
) aft A/Cs 5. Mi;l;n;j: This fund will be built for coverage
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Policy Level Recommendations to Impel Jan Dhan Yojana
1. Convergence of G2P direct benefit transfer schemes (MGNREGS/PDS) and
PMJDY would help to build transaction volumes and improve profitability of

Bank Mitras (BMs). MicroSave survey reports that 32% of agents are not
profitable.

2. RBI should come up with minimum capitalisation requirements for BC
companies (BCNM). Banking, even as agents, is a capital-intensive business
and some threshold capitalisation should be stipulated. Similar requirements

can further be extended to BMs, depending on business potential and geography
allocated.

3. Agent dormancy has risen to 10% and seems to be inching up. RBI has to
have service level commitments from banks; once opened, a BM outlet should

not be allowed to close for five days in a row, ever (force majeure events
excluded). .

4. Overdraft facility has been a pull factor for opening PMJDY accounts. However,
only 7.% of account holders received an average of INR 815 as credit. Data
analytics based credit scoring model needs to be piloted for PMJIDY accounts.

Standard operational guidelines for Banks, BCNMs and BMs. These guidelines
should cover aspects like mandatory GPS tagging, digital attendance, adequate
compensation level and audit policies/processes (for BMs and 9 PMIDY -~
WAVE III Assessment controlling branch), making banks responsible for every
BM outlet they operate. A master circular on PMJDY, stating operational

guldelipes by RBI, is necessary to build in transparency, efficient responsibility
allocation across stakeholders, and Sustainability,

6. The agency model has the

and interoperable BMs.

QUICK STEPS TO IMPROVE PMjpy ~ OPERATIONAL

1. Increase comission for transactiong BMs tend to open accounts to maximise
commission income. This hag partly contributed to high account duplication
(33%). Banks should reduce compensation for account opening and increase
commission for transactions in order ¢, motivate BMs to promote transactions
and not re-open accounts.

One “financial inclusion” officer for eVery 2/3 rural branches - BMs performance

support he/she receives from link branches. BMs complain of oW

depCl’ldS on '
port from branches. Bmploy ong «fynan it it 11 cion™ officer
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ev
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