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Abstract: 

Deep financial sectors are not inevitably the inclusive ones. Without inclusive financial sectors, poor people 

must rely on their own limited savings for their education or to become entrepreneurs. Small enterprises must 

rely on their restricted earnings to chase promising growth opportunities. This will definitely contribute to 

consistent income inequality and slower economic growth. In 2004 The Reserve Bank of India (RBI) set up the 

Khan Commission to go over financial inclusion and the recommendations of the commission were embodied 

into the mid-term review of the policy (2005–06). In the report RBI encouraged the banks to increase deeper 

financial inclusion and to make availability of basic "no-frills" banking accounts to financially excluded 

population. 

On February 15, 2011 a nationwide programme on financial inclusion, “Swabhimaan” was launched by the 

Government of India, which focused on joining the underprivileged sections of the society in banking network 

to ensure that the benefits of economic growth reach to everyone and at all levels. But unfortunately the scheme 

did not show up with desired results and proved sheer failure of planning and implementation of the scheme. 

This paper will analyze the financial background of India from all dimensions, past financial inclusion schemes 

and about Jan Dhan Yojna. 

 

Introduction: 

Financial inclusion has become as one of the most important development priority by global and national level 

policy makers. A vast economic majority realizes that financial inclusion is a key enabling element, both in the 

fight against poverty and in reaching the goal of inclusive economic development. Financial inclusion came up 

as one of the key pillars of G-20‟s development agenda at the Pittsburgh Summit (G-20, 2009). Till October 11, 

2013 more than 50 countries had committed to financial inclusion strategies for their economic growth [1] 

A country may show the traits of healthy financial depth, in which the access of financial resources is titled 

heavily towards the wealthy. In this case countries growth rate may achieve higher goals but the other effect of 

it will be higher Gini‟s coefficient (Namibia and Colombia has very high income inequality)[2]. The actual 

financial growth of a country should be inclusive in nature with bottled Gini‟s coefficient. Deep financial 

sectors are not inevitably the inclusive ones, hence countries with high per capita income should not be treated 

as an economy with income equality. An inclusive financial growth assists to overall development of any 

country with deeper income parity and financial stability. 

Access to financial resources by the poor and other sensitive groups is a prerequisite for inclusive growth. 

Financial inclusion denotes use of financial services at an affordable cost to the wide sections of the vulnerable 

as well as low income groups. The various financial services include use of credit, insurance, savings and 

payments and remittance facilities. 
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Financial Inclusion: Background 

Banking sector plays major role to make an economy financially inclusive. In Sweden and France, banks are 

legally bound to open an account for anybody who contacts them. Canadian law bound Banks to provide 

accounts without minimum balance to all Canadians regardless of employment. In United States, the 

Community Reinvestment Act (1977) is intended to encourage depository institutions to help meet the credit 

needs of the communities in which they operate[3]. 

India has a background of very strong banking network (1,15,000 branches) linked to Core banking solution 

which is now spreading into unbanked rural areas. A very large network of Indian Post (1,55,000 outlets) and 

ATM terminals. A nationwide telecom network with 886 million mobile connections and 72% mobile 

penetration. In India the banking industry  has shown the impression of horizontal as well as vertical growth but 

the branch penetration rate (both private & public banks) are still chasing with the rising demand and need for 

accessible financial service[4]. 

Due to less rural bank penetration, Reserve Bank of India in 2005 introduce the concept of Branchless Banking 

through Banking Agents called Bank Mitr (Business Correspondent) which came into action in 2006. In the 

year 2011, the Government of India gave a serious push to the programme by undertaking the “Swabhimaan” 

campaign which covered 74,000 villages, having the population more than 2,000 using the data of 2001 census. 

In the campaign Bank Mitr were asked to visit on fixed days in their appointed area, in which they opens offline 

accounts with no facility of Inter-operability of accounts. The campaign had a lot of weak points like No use of 

mobile banking, Cumbersome KYC formalities, no focus on financial literacy, no inter operability of accounts, 

no guidelines on the remuneration of the Bank Mitr. RBI finds in a survey that 47% of Bank Mitr are 

untraceable. The effect of these lacking points in the “Swabhimaan” campaign made its impact less effective. 

 

Financial Inclusion: Current Scenario – India 

1. According to World bank Findex Survey (2012) : 

 Only 35.2% of Indian adults had access to formal financial institution & 7% of adults had zero 

access to their formal accounts in type of deposits or withdrawals in a typical month. 

 89.3% adults are still using the services of bank teller for making deposits in their account and 

69.7% use this service for withdrawals. 

 Only 8.4% adults use debit cards and the use of ATMs as the main mode of withdrawal is only 

18.4% 

 Only 6.8% adults personally paid for health Insurance. 

 Loan taken from formal financial institution, family or friend & informal private lenders in the 

past year were only 7.7%, 19.7% and 6.6% respectively. 
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2. All India Rural Credit Survey: 

 Till 2002 42.9% rural credit was non-institutionalized, of which 10% were from Agricultural 

Moneylenders & 19.6% from professional moneylenders. It can be interpreted that the reason 

behind 42.9% non-institutional rural credit could be lack of awareness or denial of bank credit 

(due to various reasons). 
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3. GoI Population Census 2011: 

 Census, 2011 estimates that only 58.7% of the households have access to banking services. 
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4. RBI Annual Report 2013-14: 

 Substantial progress towards banking outlets in villages and opening of accounts, providing basic 

banking services during five years is indicated below. 

 Astonishing growth of 932% has been shown in Overdraft facility availed in Basic Saving bank 

Deposit‟s account. 

   

5. CRISIL Financial Inclusion Index (Inclusix): 

 CRISIL Inclusix provides a bird‟s eye view of the state of financial inclusion in the country.  

 CRISIL Inclusix score of 40.1 is a reflection of under-penetration of formal banking facilities in 

most parts of the country. 

 CRISIL Inclusix score have been divided into the following four categories that indicate different 

level of financial inclusion: 

CRISIL Inclusix score Level of financial inclusion 

>55 HIGH 

40.1 to 55 ABOVE AVERAGE 

25 to 40 BELOW AVERAGE 

< 25 LOW 
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Pradhan Mantri Jan Dhan Yojna [6]: 

“Exclusion from the banking system excludes people from all benefits that come from a modern financial 

system. In this (Pradhan Mantri Jan Dhan Yojna) mission, households will not only have bank accounts with 

indigenous RuPay Debit cards but will also gain access to credit for economic activity and to insurance and 

pension services for their social security” 

- Shri Narendra Modi,  

Hon’ble Prime Minister of India  

(22
nd

 August, 2014) 

Hon‟ble Prime Minister, Shri Narendra Modi on 15
th
 August, 2014 announced “Pradhan Mantri Jan Dhan Yojna 

(PMJDY)” which is a National Mission to make Financially Inclusive economy. This gigantic mission is 

proposed to be achieved in two phases by 14
th

 August, 2018 as under: 

Phase I (15
th
 August, 2014 - 14

th
 August, 2015): 

 Areas where no infrastructure and connectivity constraints are available should get full access to 

banking facilities. 

 Availability of banking facilities like Basic Banking Accounts and RuPay Debit Card which has 

accident insurance cover of  1,00,000. 

 Aadhaar number will be seeded to make account ready for „Direct Bank Transfer (DBT)‟ payments. 

 Financial Literacy Programme. 

Phase II (15
th

 August, 2015 - 14
th
 August, 2018): 

 Overdraft (OD) facility up to  5000/- after six months of satisfactory operation/history. 
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 Making of Credit Guarantee Fund for coverage of accounts with OD limit up to  5000. 

     Micro Insurance 

      Pension schemes like Swavalamban. 
 

 

 Six Pillars of Pradhan Mantri Jan Dhan Yojna[7] 

The programme for financial inclusion under the PMJDY is based on six pillars: 

 The country will be divided into a number of sub-service areas (SSA), each with 1,000-

1,500 households. One banking outlet (branch or BC) will be established within a 

distance of five km from every SSA by August 2015; 

 One bank account will be ensured for every household by August 2015, along with a 

RuPay debit card and an accident cover worth  1,00,000. If the credit history is 

satisfactory during the first six months, the account holder will become eligible for an 

overdraft worth  5,000; 

 Financial literacy programmes will be expanded by August 2015 to spread awareness 

about financial services; 

 A Credit Guarantee Fund will be created before August 2018 to cover potential defaults in overdrafts; 

 All willing as well as eligible persons will be provided with micro-insurance by August 2018 

 Pension payments under the Swavalamban Yojana scheme for workers in the unorganised sector will be 

paid through bank accounts by August 201 8. 

Unique Benefits under PMJDY Scheme[8] 

 Interest will be paid on deposit. 

 Life insurance cover will be received worth Rs.30,000/- 

 Accidental insurance cover of Rs one lakhs. 

 Easy money transfer across India. 

 No compulsion of minimum balance. 

 Pension, insurance products can be Accessed. 

 Direct Benefit Transfer in the accounts of Beneficiaries of Government Schemes. 

 Over draft facility after satisfactory operation of the account for 6 months. 

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

 Overdraft facility upto Rs.5000/- is available for one account/household, preferably lady. 

 

Conclusion: 

Theoretically PMJDJ scheme has covered almost all the pitfalls of past. The phased method of implementation 

of the scheme seems to be promising. The latest CRISIL index and RBI annual reports show the increased rate 
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of inclusion penetration in the country, which surely will increase with the implementation of new financial 

inclusion scheme. 

The running Ist phase include direct bank transfer which is the most efficient and easy way to include 

financially to those families which are having LPG connection, which most of them are. The effect of direct 

bank transfer will not only lead to opening of bank accounts but also use of those accounts, as government will 

transfer subsidies in it directly. The revised SSA and Bank Mitra norms are the backbone of the scheme to 

penetrate in the rural areas. In Swabhimaan scheme it was found that the Bank Mitra‟s were only found on 

papers not on field which demolished the scheme, but in the latest scheme Bank Mitra‟s are properly taken into 

clutch with higher monthly remuneration and accountability. 

Till Jan 20, 2015, 11.5 crore bank accounts have been opened under the Pradhan Mantri Jan Dhan Yojana, 

exceeding the enhanced target of 10 crore. More than Rs 9,000 crore has been deposited in the Jan Dhan 

accounts. Financial Services Secretary Hasmukh Adhia said that even Guinness Book of World Records has 

recognised the achievements made under PMJDY. Hope the scheme continues with its effectiveness in long 

run.  
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