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A Critical Analysis of Pradhan Mantri Jan Dhan Yojana (PMJDY)
Abstract:
Financial inclusion has been a buzzword for the policymakers and governments for a long
time. Despite tremendous growth of banking sector in India, a large section of Indian
population continues to remain unbanked. To address the issue of financial exclusion and
long drawn financial sufferings, Prime Minister Narendra Modi announced a new scheme
called Pradhan Mantri Jan Dhan Yojana as the National Mission on Financial Inclusion
(NMFI) for weaker section and low income groups. This effort will certainly go a long way
in promoting economic growth and reducing poverty, while mitigating systematic risk and
maintaining financial stability. The study is based on secondary data which was collected
from the Govt. web sources, IBA Bulletin websites, journals, magazines, and others. The
present paper evaluates the critical analysis of Pradhan Mantri Jan DhanYojana (PMJDY),
highlighting its key areas, pitfalls and suggests strategies to ensure maximum financial
inclusion for the underprivileged and unbanked areas.
Keywords: Financial Inclusion, Financial stability, Sustainable economic growth,
Underprivileged, Mitigating
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INTRODUCTION
Despite making significant improvements in the areas relating to financial viability,
profitability and competitiveness, there are concerns that banks have not been able to include
vast segment of the population, especially the underprivileged sections of the society, into the
fold of basic banking services. Attempts have been made by the policymakers and financial
institutions to bring large sections of the rural population within the banking system having
realized that financial inclusion is the essence of sustainable economic growth and
development in a country like India. Without Financial Inclusion we cannot think of
economic development because a large chunk of total population remains outside the growth
process. The objective of the financial inclusion program is to get rid of the money lenders.
Though our country's economy is growing at a one digit, still the growth is not inclusive with
the economic condition of the people in rural areas worsening further. Though there are few
people who are enjoying all kinds of services from savings to net banking, but still in our
country around 40% of people lack access to even basic financial services like savings, credit
and insurance facilities. Bringing every household within the grasp of the banking system
there has been an ongoing process started a decade ago. Experts suggest that mere increase in
number of bank branches is not sufficient to implement financial inclusion. Banks need to
change their approach completely with regard to economically weaker sections and become
more poor- friendly. However, the present Indian government has packaged it in a mission
mode and made it an achievable target. 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-DhanYojana”. 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 primary aim of the Jan DhanYojana is to bring poor
financially excluded people into the banking system by providing them bank accounts and
debit cards. The purpose is to accelerate growth, fight poverty effectively and to empower the
last man in the last row in Indian economy. The long term vision of the Jan DhanYojana is to
lay the foundation of a cashless economy and is complementary to the Digital India
Scheme.This scheme is demand driven. Poor internet connectivity and cumbersome process
are acting as impediments for smooth implementation of the scheme. This gets even worse in
remote areas where the largest section of targeted group lives. There are about 50000 villages
in the country which do not have internet connectivity or have poor connectivity and
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connectivity becomes very much important because money is transferred from the
government on online basis.
OBJECTIVES OF THE STUDY:
1) To study the changing trends in financial inclusion with special reference to
PradhanMantri Jan DhanYojana.
2) To study the present scenario of Jan DhanYojna.
3) To examine the progress of Financial Inclusion Initiatives in India.
4) To anticipate the problems and challenges associated with this PMJDY and trying
to suggest the best possible solutions to make financial inclusion a grand success
REVIEW OF LITERATURE:
Dr. RanjanRaghuram, Governor, RBI(2015) “Five Ps of Financial Inclusion” entitled that
Simplicity and reliability are keys what one thinks one is paying for is what one should get,
without hidden clauses or opt outs to trip one up. Transaction costs should be low in nature
and easy to access to banking services.
Ghandhi Kalpeesh(2015) analyzed in his study “The Role of Public and Private Sectors Bank
with Special Reference to Pradhan Mantri Jan Dhan Yojana “ that Banking sector has
performed and proved a big helping hand until the recent time that development is almost
impossible without it. Public sectors have contributed a lot in the field while the support of
private bank is not expected but we can encourage private banks to work on in the field. The
scheme like that is an important tool to mobilize savings of the economy which might not
have been utilized in the productive use otherwise so that capital formation in the economy
can be done.
Dr. Sharma &Kukreja(2013), “An Analytical Study: Relevance of Financial Inclusion for
Developing Nations” focuses on the role of financial inclusion, in strengthening the India‟s
position in relation to other countries economy. For analyzing such facts data for the study
has been gathered through secondary sources including report of RBI, NABARD, books on
financial inclusion and other articles written by eminent authors.
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Paramasivan & Ganesh Kumar,(2013)in their study “Overview of Financial Inclusion in
India”, depicts that the Financial inclusion is 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.
Unnikrishnan Roshny (2012) analyzed in her study “Enabling Financial Inclusion at the
bottom of the Economic Pyramid”, the importance of financial inclusion in economic
empowerment. This study identified the variables in enabling financial inclusion, analyzed
the barriers to effective financial inclusion and the prerogative steps to be taken to overcome
the barriers and enable inclusive growth. The study concluded by identifying the variables
that empower the masses financially and stating the importance of social inclusion in relation
to financial inclusion and also by reinforcing the importance of self-sustenance at the bottom
of the economic pyramid.
ACTION PLAN OF PRADHAN MANTRI JAN DHAN YOJANA
A bold step in indeed required to withstand the heat of economic down surge and fight
poverty, and the Jan Dhan Yojana is definitely a good fighting mechanism to check the
poverty .The newly elected NDA govt. come with an innovative idea of connecting people
especially from rural and remote areas with banking industry by launching Pradhan Mantri
Jan-Dhan Yojana the vision of govt. is economic liberalization and opportunities of
development and growth of India with the help of micro financing. The National Mission on
Financial Inclusion (NMFI) is proposed to be implemented as a Mission Mode Project which
has an integrated approach for providing banking, insurance and pension products together to
the beneficiary. It also envisages a comprehensive coverage of all excluded households in the
country in two phases:
Phase one (from 15 Aug 2014 -14 Aug 2015) proposes the following:
1. Universal access to banking facilities.
2. Providing Basic Banking Accounts with overdraft facility of up to Rs. 5000/-.
3. RuPay Debit Card with inbuilt accident insurance covers of Rs. 1 lakh.
4. Financial Literacy Programme.
Phase Two (from 15 Aug 2015 -14 Aug 2018) proposes the following:
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1. Creation of Credit Guarantee Fund for coverage of defaults in overdraft accounts.
2. Micro Insurance.
3. Unorganized sector Pension schemes, like Swavlamban.
4. Coverage of households in hilly, tribal and difficult areas, and coverage of remaining
adults in the households and students.
5. Perhaps, financial inclusion through PMJDY will commence the next revolution of growth
and prosperity.
Overview of Pradhan Mantri Jan-Dhan Yojana
(PMDJY) Prime Minister's People Money Scheme is a scheme for comprehensive financial
inclusion launched by the Prime Minister on 28 August 2014. He had announced this scheme
on his first Independence Day speech as Prime Minister on 15 August 2014.The Scheme is
Run by Department of Financial Services, Ministry of Finance on the inauguration day, 1.5
Crore (15 million) bank accounts were opened under this scheme. By September 2014, 3.02
crore accounts were opened, with around 1500 crore (US$240 million) were deposited under
the scheme, which also has an option for opening new bank accounts with zero balance .SBI,
India's largest bank had opened 11,300 camps for Jan Dhan Yojana over 30 lakhs accounts
were opened so far, which include 21.16 lakh accounts in rural areas and 8.8 lakh accounts in
urban areas. On the contrast, even taking together all the major private sector banks, have
opened just 5.8 lakh accounts. In a run up to the formal launch of this scheme, the Prime
Minister personally mailed to Chairmen‟s of all Public Sector banks to gear up for the
gigantic task of enrolling over 7.5 crore (75 million) households and to open their accounts.
In this email he categorically declared that a bank account for each household was a "national
priority". The scheme has been started with a target to provide 'universal access to banking
facilities' starting with "Basic Banking Accounts" with overdraft facility of Rs.5000 after six
months and RuPay Debit card with inbuilt accident insurance cover of Rs. 1 lakh and
RuPayKisan Card. In next phase, micro insurance & pension etc. will also be added under the
scheme:
1. Account holders will be provided zero-balance bank account with RuPay debit card, in
addition to accidental insurance cover of Rs 1 lakh.
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2. Those citizens, who open accounts by January 26, 2015 over and above the 1 lakh,
Accident cover, they will be given life insurance cover of Rs 30,000.
3. After Six months of opening of the bank account, holders can avail Rs. 5,000 overdraft
from the bank.
4. With the introduction of new technology introduced by National Payments Corporation of
India (NPCI), a person can transfer funds, check balance through a normal phone which
was earlier limited only to smart phones so far.
5. Mobile banking for the poor would be available through National Unified USSD Platform
(NUUP) for which all banks and mobile companies have come together.
Strengthening of BC model
 To take forward the BC model for expansion of banking services by modifying it to
ensure both operational flexibility and viability of the BC Agents.
 Banks are required to adopt a scheme for financing the BCs with loan upto INR 1.5lac
in rural areas, INR 2 lacs in urban areas And INR 2.5 lac in Metro centres. These
loans can be used for working capital requirement, purchasing furniture and
purchasing a two wheeler.
 The BC 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 and internet connectivity.
 Adequate compensation to the BCs would be ensured for enabling them to provide
uninterrupted services particularly in the difficult rural and remote areas. The
minimum remuneration suggested is 5000 per month comprising fixed amount and
additional transaction / activity based variable component.
 Engaging the Corporate BC Companies. This system has the advantage of
administration and centralized control for banks. While engaging the Corporate BC
Companies, the remuneration structures for the agent are deployed by them and
timeline for their payment would be ensured by the respective banks.
Creation of Credit Guarantee Fund
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To provide guarantee against defaults in Overdrafts of INR 5000 in basic banking accounts,
the CFI plan proposes to create a credit guarantee fund with a corpus of INR 1000 crore.It is
estimated that there are 18.2 crore basic banking accounts and by the end of the campaign
another 15 crore accounts would get added. An overdraft of INR 5000 in each of these
translates to a total of INR 1, 65,000crores. This corpus would be budget neutral for the Govt.
of India and would be funded by the Financial Inclusion Fund (FIF) being maintained by
NABARD. It is proposed to be housed in National Credit Guarantee Corporation (NCGC).
Micro Insurance
Insurance Regulatory and Development Authority(IRDA) has created a special category of
insurance policies called micro-insurance policies to promote insurance coverage among
economically vulnerable sections of society in 2005. A micro insurance policy can be a
general or life insurance policy with a sum assured of INR 50,000 or less. A general micro
insurance product includes Health Insurance, Personal Accident Insurance, and Insurance of
belongings like huts, livestock and others. A life micro insurance product includes term
insurance with or without return of premium, any endowment insurance and health insurance.
The life micro insurance cover can be with or without an accident benefit rider and either on
an individual or group basis. The CFI plan envisages enabling the distribution machinery to
offer micro insurance products and full coverage of schemes like AamAdmiBimaYojna to 12
crore families against the existing coverage of 4.6 crore families by 14 august 2018 and then
on ongoing basis.
POSITIVE IMPACT OF JAN DHAN YOJANA
There are many promises and hopes that the government has associated with this but on real
grounds following people will be impacted as result of successful implementation.
Common Man
 Anyone who does not have an account will get an account in bank.
 There will be a debit card associated with these account to assure no need of carrying
cash all the times.
 Common man will get direct benefit of government subsidies.
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 If these people get proper training for operating the account then there will be no
requirement for going to perform various transactions like paying electricity bills,
phone bills etc.
 Time saved is time earned that can be invested in other important activities.
 Every person associated under this scheme will get Rs 100,000 of insurance.
 Common man will also have a financial and credit history on government records.
 It will be easy to get loan directly from financial institutions instead of other modes
that charge heavy interest rate.
For Business
 More and more people will be doing shopping via debit cards reducing time,
manpower and risk involved in managing cash transactions.
 More people / debit cards will be available for online transactions.
 More relevant data will be available to perform various analyses to create marketing
plans.
For Government
 It will be a great milestone achieved after linking with Aadhaar card to make direct
financial transactions, subsidies transfer and lot more.
 It will be easy to monitor transactions and collect financial data as more people will
be using recorded mode of payments.
Banking Institutions
 Banks will get a new customer that directly means more money inflow and business
growth.
 These customers may result in potential clients for other banking services like loans.
Wrong self-declaration can lead to legal action.
NEGATIVE IMPACTS OF JAN DHAN YOJANA
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There is no. of criticism on Jan Dhan Yojana as the actual implementation of the scheme is
difficult. Most of the accounts opened under the scheme are zero balance accounts. At the
same time it is difficult to understand (in case of migrated persons), if a person has already
opened a bank account to get direct benefit transfer under Aadhar card Scheme or any other
scheme. There are many other issues relating to financial inclusion which need to be
considered such as electronic transfer of funds to the bank accounts of rural poor regarding
direct assistance from Government& comparatively less no. of branches of scheduled
commercial banks in rural parts.
Most Accounts with Zero Balance: As 115 million bank accounts opened, majority have
zero balance and only 28% of the total accounts under this scheme are active in nature. Lack
of operative ness is a major problem.
Private Sector Participation below Par: 90 million of 115 million bank accounts are
opened by public sector banks. Private sector banks with just 3.6% of total accounts.5 major
private sector banks account for Jan Dhan accounts namely: ICICI, Kotak Mahindra, Yes
Bank, IndusInd Bank, Karur Vaisya Bank. PSU banks have greater penetration than private
sector banks.
Loan Retrieval: Borrowers are usually from low income families, unorganized sectors of
workers and Loan retrieval as well as collection of loan is tough from them. Unpaid loans can
damage financial system. One of the biggest lacunae of this scheme is loan retrieval.
Many Schemes Launched Before: Universal banking is not a new aim. Many schemes for
financial inclusion previously launched like: Bank Nationalization, No Frills Account,
Swabhiman, Swavlamban, are already in existence.
RBI Governor’s Concerns:There are multiple accounts opened by unscrupulous persons to
gain more insurance. Same persons can get numerous accounts in multiple banks with
Aadhaar card, voter‟s card etc. Money laundering is possible. RBI moots single information
sharing system for taking out multiple accounts.
FreeAccidental Insurance Conditional: Jan DhanYojana provides free accident insurance
cover only if RuPay Debit Card used once in 45 days .As NPCI paying premium, they want
RuPay card to be used. Free accident insurance is not possible and useful for poor low
income individual.
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Problem of Direct Benefit Transfers: Aadhaar card is a cause for concern because low
income people do not have these cards. Finger scan on Aadhaar has large margin of error;
PMJDY may face trouble if biometric ID used for fund transfer. Illegal immigrants may
access Aadhaar and open accounts; and avail the benefits .Issues related to security aspects of
Aadhaar card is concerned for the officers also.
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THREATS RELATED TO JAN DHAN YOJANA
There is big possibility of opening account under JDY from those who have account already.
There is no check on the new account holder.
 Regarding debit card implementation there may be slow roll out, logistics issue and
possibility of misuse.
 In rural area network of ATM is less so people are not well verged with use of ATM.
 No clarity if existing account holders would get 1 lakh, accidental insurance coverage.
 It is also not cleared who is going to bear bill of insurance premium and cost to keep
account running.
 Even the cost of overdraft facility, and thereafter non recovery, no clarity that is
bearing loss.
 Creating new account is not a challenge but increasing transaction per account is a
challenge.
 Existing saving accounts without RuPay card not to get other benefits.
 Efforts are required to cover every household in every village and the biggest
challenge would be ensure that the accounts opened remain active.
 It is difficult task to provide telephone connectivity in tribal hill areas of country to
cover all households in such areas under the campaign.
SUGGESTIONS FOR IMPROVING FINANCIAL INCLUSION IN INDIA
Private Banks Participation: The government should consider tying up with private banks
to deliver financial solutions to the un-banked, using its extensive postal network. The
synergistic overlay of the existing postal system with banking functions is the answer to
innovative channel required to penetrate the rural markets.
Customized products: The rural poor have irregular/volatile income streams and
expenditure needs, and therefore, prefer to borrow frequently, and repay in small
installments. Need for composite financial services: While small rural borrowers seek savings
and lending services, they also seek insurance (life, health, crop insurance, etc): bank
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branches in rural areas would do well to explore opportunities to offer composite financial
services, as they have begun to do in urban areas, and as some micro- financiers have begun
to offer in rural and urban areas.
Setting of Biometric ATMs in rural areas for catering to illiterate customers: Biometric
authentication systems are especially effective in rural areas with low literacy rates.
Customers no longer have to rely on signatures or filling out documents - they can simply
provide their fingerprints to authenticate themselves and access their accounts through
specialized biometric teller machines (BTMs).
Technology Enhancement: Internet has become a trusted source of information for vast
number of users. So there is a need of building an interactive internet based system by which
the banks could able to understand the queries of people living in rural areas. It can also play
an important role in simplifying procedures and reducing transactions costs for banks and
their clients.
Simplification of documentation: A lack of legal documentation is another major obstacle
that poor households employed in the informal sector face when trying to open any kind of
bank account, be it savings, credit, or current account. Simplification of procedures could
also go a long way in encouraging the poor to bank with the formal sector, by reducing
clients' transaction costs. Better staffing policies and doorstep banking: Public sector banks
currently do not have the flexibility to recruit staff locally, but staffing policies could be
revisited. It is worth noting in this context that the high recovery rates of microfinance are
associated with staffing policies that allow recruiting staff from the local area who understand
clients' needs, and a focus on doorstep banking.
Removing usage fee on ATMs for use of other Bank ATMs: Charges for using an ATM of
another bank generally discouraged the customer from using the ATMs of other banks. Now
there is more utilization of the installed ATMs and it has also helped the customers from
frequent unserviceably of the ATMs. Given the economic level of rural people and given the
density of the population, conventional banking methods (brick and mortar) cannot cover all
people in a cost effective manner. The customers cannot be expected to come to branches in
view of opportunity cost and time and hence banks will have to reach out through a variety of
devices such as weekly banking, mobile banking, satellite offices, rural ATMs and use of
Post offices.
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CONCLUSION
Every new thing to implement in large scale requires determination and attitude towards
success path. Very well said, root cause is „financial untouchability‟ to eradicate poverty.
Managing a bank account and insurance coverage does not demand the person should be
educated, it only required the basic knowledge which could be explained by anybody else.
Certainly with a firm intent and infrastructural network of institutions the dream of financial
services for all can be realized in the near future.To mitigate such sufferings, the
PradhanMantri Jan DhanYojna lies at the core of Govt. of India development philosophy of
Sab KaSaath Sab KaVikas. Focus of this scheme remains at rapid move forward for those
people who have still remained deprived of basic banking & financial systems, in this
knowledge era with modern banking. Financial inclusion of the unbanked masses is a critical
step that requires political will, bureaucratic support and dogged persuasion by RBI. It is
expected to unleash the hugely untapped potential of bottom of the pyramid section of Indian
economy. Its huge success will enable the Bank Managers to understand and utilize the
opportunity provided by Financial Inclusion to their advantage, by participating in Govt.‟s
poverty alleviation programmes for weaker section, improving their CASA base, raising their
deposit base through direct fund transfer scheme of the Govt. The widely acknowledged &
successful launch of this PMJDY scheme also strengthens the resolve that when coordination,
dedication, opportunism, commitment, formalization, dependence, trust, satisfaction,
cooperation and continuity is provided by all the constituents and stakeholders, a framework
of construct is created which acts as a dominant force for accomplishment of the mission.
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