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A CONCEPTUAL STUDY ON PRADHAN MANTRI JAN-DHAN YOJANA: A TOOL FOR FINANCIAL INCLUSION
(THE SUCCESS RATES AND AN OVERVIEW OF PEOPLES ACCEPTANCE)

SINDU AKILESH
JR. ASST. PROFESSOR
DEPARTMENT OF MANAGEMENT
NEW HORIZON COLLEGE
KASTURINAGAR, BANGALORE

ABSTRACT

The main theme of this paper is to highlight the requirement of Pradhan Mantri Jan-Dhan Yojana (PMJDY)" and financial inclusion and how well the government’s
initiatives have been successful. The paper also focuses on estimating the social benefit the society derived from these initiatives. The objective of "Pradhan Mantri
Jan-Dhan Yojana (PMJDY)" is ensuring access to various financial services such as availability of basic savings bank account, access to need based credit, remittances
facility, insurance and pension to the excluded sections i.e. weaker sections & low income groups. PMJDY is a HUGE step towards improving the state of Financial
Inclusion in India. Banks were nationalized to bring about social development, induce priority sector lending and develop banking habits. However, 45 years later;
we are nowhere near these goals! Almost 68% of the Indian population is out of the banking system and they depend on moneylenders for loans. This means, a rich
person gets a loan at a cheaper rate while a poor person living in the village will get a loan at twice the interest rate from the local money lender. This paper seeks
to provide evidence on impact of Pradhan Mantri Jan-Dhan Yojana and financial inclusion in India. In this paper secondary data has been drawn for arriving at the
conclusion. The study also focuses whether with this initiative the poorer section of the society will get benefit for their development and growth. The government
of India & RBI has brought out with major initiative towards ensuring the inclusive growth through financial inclusion. So that access of financial service will reach
to the mass population.

KEYWORDS

banking system, financial inclusion, Pradhan Mantri Jan-Dhan Yojana.

INTRODUCTION
overnment of India lays special emphasis on financial inclusion of citizens as it is crucial to poverty reduction. Exclusion of a large number of people from
any access to financial services prevents the growth of our country. A scheme to empower citizens financially was highly needed so that everyone can reap
the benefits of growth and development.
PMIDY stands for Pradhan Mantri Jan Dhan Yojana. It is the name of the national mission on Financial Inclusion launched by the Prime Minister Narendra Modi on
15th August which aims to provide access to banking, savings, remittances, micro pensions, insurance and other financial services to all eligible Indians in a cost
effective manner by 2018. The first phase of this scheme will last till August 14, 2015 and will involve opening of Savings Accounts for those who have no bank
accounts and the issuing of Rupay Debit Cards. The name Jhan Dhan was selected through an online competition on the My Gov platform slogan of the scheme-
‘My Khata My Bhagya Vidhata which when translated into English means” My Bank Account The Creator of the Good Fortune”. Prime minister has referred to a
ancient Sanskrit verse ‘sukhasya Moolam Dharma, Dharmasya Moolam Artha, Arthasya Moolam Rajyam - which puts the onus on the state to involve people in
economic activity.

REVIEW OF LITERATURE

1.  Dr. Anupama Sharma and Ms. Sumita Kukreja in, “An Analytical Study: Relevance of Financial Inclusion for Developing Nations”, states the role of financial
inclusion, in strengthening the India’s position in relation to other countries economy. The study gathered data through secondary sources including report
of RBI, NABARD, books on financial inclusion and other articles written by eminent authors.

2. Avresearch paper on, “Pradhan Mantri Jan Dhan Yojana (PMJDY) A National Mission on Financial inclusion.”, by Deenanath Jha Chief Manager (Research),
State Bank Institute of Information and Communication Management(SBIICM). In this paper, the author explains the salient features of the PMJDY scheme.

3. Research Paper on, “Overview of Financial Inclusion in India”, by C. Paramasivan and V. Ganeshkumar, Financial inclusion aimed at providing banking and
financial services to all people in a fair, transparent and equitable manner at affordable cost. This paper is an attempt to discuss the overview of financial
inclusion in India.

NEED OF THE STUDY

1. Toanalyze whether the PMJDY scheme was successful; what where the draw backs in the scheme.

2. To have a review over any improvement in financial inclusion in accordance with PMJDY.

3. To study whether the common man has understood about the scheme and how far the scheme is implemented in each state.

MAIJOR OBJECTIVE OF JAN-DHAN YOJANA

The Jan-Dhan Yojana is aimed to provide basic banking accounts with a debit card with inbuilt accident insurance. The Government plans to open at least one
crore bank accounts on the first day itself. Other State Governments also flagged-off this scheme. Prime Minister also revealed a logo and a Mission Document on
Financial Inclusion. He also dedicated the mobile banking facility on the basic mobile phone to the nation. Its main features include Rs 5,000 overdraft facility for
Aadhar-linked accounts, RuPay Debit Card with inbuilt Rs 1 lakh accident insurance cover and minimum monthly remuneration of Rs 5,000 to business
correspondents who will provide the last link between the account holders and the bank. The banking network is all set to open bank accounts of the uncovered
households in both rural and urban areas.

MEANING OF FINANCIAL INCLUSION

The Reserve Bank of India (RBI) today said that financial inclusion is not restricted merely to opening of bank accounts and should imply provision of all financial
services like credit, remittance and overdraft facilities for the rural poor. The accounts must be operational to provide benefits beyond deposit of money like
availability of credit, remittance facility and overdraft among others”. In the past, state policies of financial inclusion overwhelmingly relied on extending credit to
poor households through subsidized schemes like the Integrated Rural Development Programme or self-help groups (SHGs) and no-frills bank accounts. In order
to reduce the degree of “financial untouchability” the new government has come up with a big bang action plan which is popularly known as “Pradhan Mantri Jan-
Dhan Yojana”. It’s a mega financial inclusion plan with the objective of covering all households in the country with banking facilities along with inbuilt insurance
coverage. The purpose is to accelerate growth, fight poverty effectively and to empower the last man in the last row in Indian economy. The policy makers in India
have been focusing on financial inclusion of rural and semi-rural areas, primarily for three most pressing needs:
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1. Creating a platform for inculcating the habit to save money — The lower income category has been living under the constant shadow of financial duress mainly
because of the absence of savings. The absence of savings makes them a vulnerable lot. Capital formation in the country is also expected to be boosted once
financial inclusion measures materialize, as people move away from traditional modes of parking their savings in land, buildings, bullion, etc.

2. Providing formal credit avenues — So far the unbanked population has been vulnerably dependent on informal channels of credit like family, friends and
moneylenders. Availability of adequate and transparent credit from formal banking channels shall allow the entrepreneurial spirit of the masses to increase outputs

and prosperity in the countryside.

3. Plug gaps and leaks in public subsidies and welfare programmes — Government therefore is pushing for direct cash transfers to beneficiaries through their
bank accounts rather than subsidizing products and making cash payments. This laudable effort is expected to reduce government’s subsidy bill (as it shall save
that part of the subsidy that is leaked) and provide relief only to the real beneficiaries. All these efforts require an efficient and affordable banking system that can

reach out to all.

OBJECTIVES OF THE STUDY

1. Tostudy the effectiveness of PMJDY SCHEME.

2. To assess the progress made by the scheme and its features.

3. To study whether each household has understood the role of banking and opening of account.
4.  To study the need of financial inclusion in India.

The PMJDY scheme is being implemented in two phases.

The first phase: 15 Aug, 2014 - 14 Aug, 2015 and the second phase from 15 Aug, 2015 - 14 Aug, 2018. The aim of the first phase is —
Universal access to banking facilities in all areas except areas with infrastructure and connectivity constraints like parts of North East, Himachal Pradesh,

Uttarakhand, J&K and 82 Left wing Extremism(LWE) districts.

. Providing basic banking accounts and Rupay Debit card which’s inbuilt accident insurance cover of rupees 1 lakh. AadhaarNumber will be seeded to make

account ready for DBT payment.
The second phase will have-
. Overdraft facility up to Rs. 5000 after six months of satisfactory Operation/history
3 Creation of Credit Guarantee Fund for coverage of defaults in A/Cs with overdraft limit up to Rs.5000.
. Micro insurance
. Unorganized sector Pension schemes like Swayalamban

RESEARCH METHODOLOGY
SOURCES OF DATA COLLECTION

The study is based on secondary data collected from RBI, RBI REPORTS, journals, magazines, and websites, Newspapers. Published sources include government

publications, and other publications like research articles published in journal and available on website.

CURRENT STATUS AND ACHIEVEMENTS OF PMJDY

1.  Rs 19.34 crore account has been opened so far.

2. Rs 26,956.45 crore deposits have been opened.

3. Guinness world records recognize achievements under PMJDY.

4.  Banking correspondents under PMJDY exempted from service tax.

5. Progress of Pradhan Mantri Jan-Dhan Yojana PMIDY 2014 is a comprehensive financial inclusion programme, targeting opening of 7.5 crore new accounts
within five months with insurance and pension facilities. BCs are employed in places where banks do not have branches. Following Table shows the progress
of PMIDY:

TABLE 1: PRADHAN MANTRI JAN - DHAN YOJANA (Accounts Opened as on 09.12.2015) (All Figures in Crores)
BANK NAME RURAL | URBAN | TOTAL | NO OF RUPAY CARDS | AADHAAR SEEDED | BALANCE IN ACCOUNTS | % OF ZERO-BALANCE-ACCOUNTS
Public Sector Bank | 8.44 6.83 15.27 | 13.50 7.06 21772.65 33.75
Regional Rural Bank | 3.01 0.50 3.51 2.53 0.99 4756.91 31.45
Private Banks 0.44 0.29 0.73 0.64 0.23 1166.20 40.89
Total 11.89 | 7.63 19.52 | 16.67 8.28 27695.76 33.60

SOURCE: www.pmjdy.gov.in
Disclaimer: Information is based upon the data as submitted by different banks/SLBC.
6. TRENDS IN ZERO BALANCE ACCOUNTS
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7.  PROGRESS-REPORT OF PMJDY (STATE WISE)

Name Rural Accounts | Urban Accounts | Total Accounts | Deposit (in Crore) | Aadhaar seeded | Zero Balance Accounts | Rupay Card Issued
ANDAMAN & NICOBAR |37295 15031 52326 14.19 16257 21438 46744
ANDHRA PRADESH 4077734 3012630 7090364 582.16 5360114 2415163 6383124
ARUNACHAL PRADESH 86938 31975 118913 23.18 12144 44497 105287
ASSAM 4734632 1606373 6341005 1053.37 305523 2071649 5012073
BIHAR 10510211 4254751 14764962 2041.92 2288309 5281143 13395141
CHANDIGARH 42680 166818 209498 49.03 160979 40294 204298
CHHATTISGARH 5895617 2892115 8787732 748.85 2190482 4257507 6753615
DADRA & NAGAR HAVELI|44157 8911 53068 15.63 32496 17081 47937
DAMAN & DIU 14891 7880 22771 6.12 11644 6575 19488
GOA 92212 31793 124005 41.98 83703 24756 128381
GUJARAT 3906296 3416737 7323033 1108.80 2724772 2353814 6596671
HARYANA 2881763 2102656 4984419 1136.95 3376194 1344032 4220551
HIMACHAL PRADESH 725345 101413 826758 221.51 616322 178440 742109
JAMMU & KASHMIR 1400686 246726 1647412 315.44 110695 782630 1098503
JHARKHAND 3677644 1521157 5198801 443.98 3732535 2428558 4141440
KARNATAKA 5420923 3428623 8849546 1088.56 5260874 2858638 8197107
KERALA 1299424 1138430 2437854 544.29 1762422 715882 2187898
LAKSHADWEEP 4524 568 5092 4.05 3369 1679 4081
MADHYA PRADESH 8406277 8437342 16843619 1084.51 7323177 7115015 13971155
MAHARASHTRA 5796680 6469428 12266108 1519.00 8040888 4888114 11220306
MANIPUR 250426 308003 558429 75.76 151594 163758 486563
MEGHALAYA 178499 56165 234664 52.95 3882 74934 184106
MIZORAM 55728 70656 126384 9.46 2567 61560 84392
NAGALAND 86625 67659 154284 15.80 34806 65692 136074
DELHI 351845 2536325 2888170 690.08 1953763 916646 2583926
ORISSA 5566305 1882226 7448531 1091.79 2470260 2408242 5959864
PUDUCHERRY 55035 54392 109427 17.07 77645 31607 94735
PUNJAB 2748908 1842185 4591093 1294.72 3497987 1046424 4290878
RAJASTHAN 9821282 5423815 15245097 2203.34 8463269 5068637 13101520
SIKKIM 61177 10901 72078 14.69 55833 23757 61742
TAMIL NADU 4177969 3461023 7638992 851.82 2623790 2598221 6988965
TELANGANA 4503749 3169985 7673734 648.89 5056732 2854148 6157544
TRIPURA 447650 188069 635719 222.06 500345 119956 450691
UTTAR PRADESH 17810107 11822439 29632546 4077.69 7924481 10261312 27042820
UTTARAKHAND 1176687 534039 1710726 359.76 462122 474591 1473492
WEST BENGAL 11402608 5367406 16770014 3286.86 5211059 4654385 12444231
SOURCE: www.pmjdy.gov.in

BENEFITS OF PMJDY SCHEME

1. Interest on deposit.

2. Accidental insurance cover of Rs.1.00 lakh.

3. No minimum balance required.

4.  Life insurance cover of Rs.30, 000/-

5.  Easy Transfer of money across India

6.  Beneficiaries of Government Schemes will get Direct Benefit Transfer in these accounts.

7.  After satisfactory operation of the account for 6 months, an overdraft facility will be permitted

8.  Access to Pension, insurance products.

9.  Accidental Insurance Cover, RuPay Debit Card must be used at least once in 45 days.

10. Overdraft facility up to Rs.5000/- is available in only one account per household, preferably lady of the household.

DOCUMENTS REQUIRED TO OPEN AN ACCOUNT UNDER PRADHAN MANTRI JAN-DHAN YOJANA

1. If Aadhaar Card/Aadhaar Number is available, then no other documents are required. If address has changed, then a self certification of current address is

sufficient.

2. If Aadhaar Card is not available, then any one of the following Officially Valid Documents (OVD) is required: Voter ID Card, Driving License, PAN Card, and
Passport & NREGA Card. If these documents also contain your address, it can serve both as “Proof of Identity and Address”.
3. If a person does not have any of the “officially valid documents” mentioned above, but it is categorized as ‘low risk' by the banks, then he/she can open a
bank account by submitting any one of the following documents:

a)

Undertakings, Scheduled Commercial Banks and Public Financial Institutions;

b)

SALIENT FEATURES AND BASIC PILLARS OF PMIDY
. UNIVERSAL ACCESS TO BANKING FACILITIES
All the more than 6 lakh villages in the country are to be organised into Sub Service Areas and allocate to banks. Banks are required to provide one fixed point
banking outlet as an either branch or Business Correspondent (known as ‘Bank Mitra’) to cater services to 1000 to 1500 households.
. PROVIDING BASIC BANKING ACCOUNTS
The National Payments Corporation of India recently launched Indigenous debit card called as RuPay Debit Card which is India’s own card system. Further, the
Kissan Credit Card is also to be provided with the RuPay Card. This card covers an accidental insurance benefit of Rs. 1 lakh and life insurance of Rs.30, 000.

Letter issued by a gazette officer, with a duly attested photograph of the person.

1.Identity Card with applicant's photograph issued by Central/State Government Departments, Statutory/Regulatory Authorities, Public Sector
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o FINANCIAL LITERACY

It is necessary to create awareness among the people about the benefits of formal financial system, banks, savings, credit, timely repayment of loans and other
services; before implementing any programs like micro finance and self help groups.

The knowledge regarding basic financial literacy, operating an ATM card, benefits of timely repayment of loan and overdraft due, etc, will be imparted through
awareness camps and camps conducted for opening of bank accounts.

. CREDIT GUARANTEE FUND

This fund will give a security to banks to provide over draft credit and will bring in discipline in the monitoring mechanism. The CGF will be created and kept under
the National Credit Guarantee Trust. Out of total CGF, half of the amount will be contributed by banks in terms of Guarantee fee and rest of the amount of fund
will be given by the government.

o MICRO INSURANCE

The existing ‘Aam Aadmi Bima Yojana’ is a micro insurance policy with the coverage of only 4.6 crore against the target of about 12 crore beneficiaries. The ‘Bank
Mitra’ mechanism will offer micro insurance policies in order to cover the rest of the beneficiaries. Micro life and general insurance policy is given under this
scheme to provide insurance coverage to the poor and economically vulnerable sections of the society.

. PROVISION OF PENSION SCHEME

The central government has launched a co-contributory pension scheme in 2010 known as ’‘Swavlamban Pension Scheme’ to encourage workers in the unorganized
sector to save income on their Own for their old age. Under this scheme, National Pension Scheme account is open in a bank and Rs 1000 to Rs. 12,000 are
deposited per annum for a period of five years. The government has to contribute Rs. 1000 per annum in each NPS account. The Pension Fund Regulatory and
Development Authority were set up by the government to implement the NPS and 79 Aggregators are appointed by the PFRDA to operate the NPS.

SCOPE OF FINANCIAL INCLUSION IN COMMERCIAL BANKS

In India, the focus of the financial inclusion at present is confined to ensuring a bare minimum access to a savings bank account without frills, to all. Internationally,
the financial inclusion has been viewed in a much wider perspective. Having a current account / savings account on its own, is not regarded as an accurate indicator
of financial inclusion. 'Financial Inclusion' efforts should offer at a minimum, access to a range of financial services including savings, long and short term credit,
insurance, pensions, mortgages, money transfers, etc. and all this at a reasonable cost.

BANKING AND THE SERVICES

. To ensure banking services are attractive to those with low incomes, banking products must have features that meet the needs of this group of consumers.
For this, the banks have to develop:

o Basic Banking Account

. Low cost bill payment systems

. Technology driven products

. Bio-metric ATMs

. Pre-paid Cards

. Internet Kiosks

. Deposit accounts, which offer an overdraft and an easy route to debt.

. Affordable insurance products

. For individuals

. For business enterprise Banking and Other Related Services

FINANCIAL INCLUSION CURRENT STATUS — INDIA

The concept was first mooted by the Reserve a bank of India in 2005 and branchless banking through banking agent called Bank Mitra (business correspondent).

The Bank Mitra (Business Correspondent) outlets (in both rural and urban areas) would be fully equipped with the required infrastructure including the computers

and other peripherals like Micro ATM, Bio-metric scanners, Printer, Web cam and internet connectivity. Despite various measures for financial inclusion, poverty

and exclusion continue to dominate socio-economic and political discourse in India even after six decades of post economic independence era. India is still home

of 1/3 of world's poor.

. Census, 2011 estimates that only 58.7% of the households have access to banking services.

. The present banking network of the country (as on 31.03.2014) comprises of a bank branch network of 1, 15,082 and an ATM network of 1, 60,055. Of these,
43,962 branches (38.2%) and 23,334 1 ATMs (14.58%) are in rural areas.

Implementation of Financial Inclusion Project has contributed to the Indian Economy in a productive Way. Following are the major contributions of Financial

Inclusion initiatives:

1.  Regulation of unbanked and under banked sectors of the country.

2. Reduction in unorganized financial sectors like moneylenders.

3. Help in reduction of Poverty.

4 Generate employment opportunity.

FINDINGS
1.  Gains of PMIDY
. Interest on deposit

. No need for minimum balance

. Easy money transfer

Government scheme beneficiaries get DBT in accounts

Access to Pension, Insurance Products

Expansion of Key Service Sectors like banking sector.

Closing the Gaps - PMJDY will close the divide in the subsidy system ensuring transparency.
Promoting Accountability

PMJIDY will cut chances of black money accumulation and counter corruption.

Many States Achieved 100% Coverage

Even sensitive states like J&K have high coverage (94%).

. All States Have Above 90% Coverage.

DRAW BACKS OF PMJDY

1.  Most Accounts with Zero Balance Private Sector Participation below Par.

2.  Free Accident Insurance Conditional

. Jan Dhan Yojana provides free accident insurance cover only if RuPay Debit Card used once in 45 days.

e pwN e
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Not possible for poor low income individuals.
As NPCI paying premium, they want RuPay card to be used.

SUGGESTIONS

It has been found that there are immense dormant accounts opened which are malfunctioning.

The government /the bank have to review that the account is operated accordingly and assistance has to be provided to individuals whenever required.
The society has to be made much more aware of the benefits of scheme and how it has to be operated.

While providing overdraft facility the banker has to take the responsibility and it has to be followed properly without any pressure from the banker for which
the banker has to explain the guidelines properly.

CONCLUSION

The PMIDY is superior over the UPA’s financial inclusion programme because the earlier Programme had no focus on individual households.
Success of Pradhan Mantri Jan Dhan Yojana Scheme:

Banks, primarily the PSBs, have opened 11.5 crore accounts under the Pradhan Mantri Jan Dhan Yojana.

(PMJDY), covering 99.74% households and paving the way for transfer of over ¥65,000 crore of subsidies.

And other transfers directly into these accounts. Of the accounts opened under PMIDY, 51% were held by women, while over 59% were in rural areas. By
any standard, the Pradhan Mantri Jan Dhan Yojana (PMJDY) is an extraordinary achievement for the government.

As part of the effort, the program aimed to provide 75 million unbanked adults in India with accounts by late January 2015. As of September 2015, about 180
million accounts had been opened; about 44 percent of these accounts did not carry a balance, down from about 76 percent in September 2014.

The PMJDY initiative is a component of the JAM trinity, or “Jan-Dhan, Aadhaar and Mobile.” Under this approach, government transfers (also known as Direct
Benefit Transfers or DBT) will be channeled through bank accounts provided under Jan-Dhan, Aadhaar identification numbers or biometric IDs, and mobile
phone numbers.

The scheme can be much improved and implemented until and unless the society is aware; and all people are made aware and literate about the scheme. The
government has to implement and introduce awareness programmes in villages and backward areas so that the people can understand how to operate. As far the
current study the scheme is being successful in records; but can’t access properly whether the scheme is understood in the exact manner. Hence, this is the mission
to eradicate poverty through the financial inclusion programme. The poor and the underprivileged people in rural, semi-urban and urban areas are expected to
get all the benefits such as financial inclusion, financial stability and financial freedom through the PMIDY.
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