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heobjectiveof linancial
inclusion is mainly
lo provide finance
on easy terms to the
vulnerable and weaker
sections ollhe socieiy

measures to cxtend financ ial inclusion
since Indcpendence. The earlier
measures wcrenot yielding dre desn'ed

results. However. in recent months,
the Govcrnmenl of lndia revicrvcd
the policy lo ensure that financial
inclusion. ina linrited sense ofopcning
ofbank accouots. is successtul. The
Pradhan Mantri Jan Dhan Yojana
(PMJDY) has yielded rcsulrs and
nearly 98 per cent of lrouseholds
in India now have bank accounts.
Cumulslively, these programmes are

lranslornring India and altcring tbe

socio-cconomic landscapc dcspite
thcir uricd impact.

llislori(rrl lllolulion ol l'inx riil

Policy makc$ have grappled $'ith
the issue ofrcducing the scopc o1 rhe

inibrnral scctor sioce colonial timcs.
Nicholson Rcport (1895) $'as one
of the lirsl to highlight the nced to
eslablish Landbanks as an allcmative
to dominance of moncylenders.
Rcsullantly. the Coopcrative Credil
Sociclies Acl, 1904 was passed to
providc. amongst odrerlhings, a legal
basis for cooperative credit societies.

The conccpt of expanding linanciai
access gaincd itrportance in lhcycars
after Indcpcndence and innncdiately

^ftet tllc All-lhlia R tdl Ct'edit
Sr["r. 1951-54. which nointcd oul
thal in I950-51. conrrercial banks
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to facilitate nrvcshent and economic
growlh in thc couniry. Financial
inclusion (FI) cnables improved
and better social de!elopment. in
an equit.blc manner across the
country. It cnables empowe neDt
of the undcr-privilesed and poor.
including woffen. wilh tLe missioD
of Draking thcm se1l-sufficient and
well informcd to take beller financial
decisions. Thc oblecrive of financial
inclusion is to cnsurc universalaccess
to a wide rangc olfinancial seNices
like savings and paynrent account,
credit ins rance and pensions.
l-urther. fin.rncial inclusion a lso
ai s to providc services fbr busincss
opportmitics, education, savings lor
retiremcDr and insurance against risks
includnrg cmergency loans. Thus, lhe
nrain rargct ol liuancial inclusion is

better standards ofliving and i11comc

for a largcr number of residcnls irl

Thc alle fl to expand xccess to
tlrc fbrnral financial sector of which
linarcial inclusion is a part is a

conliruous proces s. T hc C ovcrnmenl
as $cll as Reservc uank ol India
(RBI) has been undertak nlg concerled

Ch an Singfi scNcd as ltBl CIair Proti$or ol Fcddn ics. llM Dangakrc rnd lonntr Dircclor. Brnk irg ltcscatch. R Bl. ( L D dh icl
is Honomry Sccrerary oi tndi.n Socicty ofAgricull$al tconomics, Fo.nrcr Direcror ol RuEl Econohics, RBI and Fo,incL FoNlly at

Co cgc ofAgricutrLtre BankinS. Punc. S A nanrh is Associare Prctcssor (  di rcl Facully). 1DR BT nnd an indepcndchtrcsc.rch bascd

in vljaya$ada. Andhtu Pradesh.

YOJANA Ausust 2015



provided only 0.9 pe. cent of rlre having populalion abovc 2000 bv 1n this context. PMJDV dilttrs
i,,tat cred it to io""cLs, agricu lturalisl - 2012 and all the villages haviDg tionr thc pre!ious approach not

m oncy lcnders provirlcd 2:1 9 per ccnt population between I000to2000bv merelv because lt seeks to implcment

rvhilc prolessional noneylend".s l0lS.trrrar.rihbrlirr"tatlerstfuur rnclusLon through a Missionrnodc

proviaea ++ S per cenr ol ihe btal bankirsproduds."n,ll.lOpen,ngol Jffroa(h. btrt also offcrs a RLTPAY

cretlit to larmcLs (RBI 2008.2011). at leasil5 oercent.toe$ brJn;es Debrtcxrd. mi'ro insurance and

The ea y ellbrts to ushcr linancial i" r"t.-r.a ",.r.*'. 
e pha'rs on baDkrng covcrage of

nlclusio; included nationalization of households rathcr than coverage

Sl.rrcBankoflndiain 1955 lollowed Orher irnportaDt neasurcs include ofvillagcs At thc time of launch,

bv nationalizalion of morc banks in issuing KisaDlccneral Crcdit CaTd PMJDY rargeted thc ope'ing of 7 5

l969andlg80.Theestablishnrcntof Micro Units Dcveloprnent Refinancc crore bank accounts bv Januirv 26

National Bank 1ir Agriculture and Agelrcy IMUDRA) baDk, tbcuses on 2015 but {clrieled rccord-brcaking

Rural Developnrcnt (NABARD) and providing crcd il lo sNall cntrepreneurs succcss (Tablc l)'r
tlre introdoction of priority sccror whose,l'r:r: ini,rl:lr:rli,lll dl.l.l s""._*..omic rmp,ct or r.ioanciar
rcr ,lrlB ro increi,c rlow ol.F,li, 'o J\JeedR.l0ldkh l.-bli.hedsrrl a i--i-\:-'i,cl,.,lrrgrgri..rlr.Ic comu." R..-u.U00, "...ndc1dI 

- ----
are othcr measures anned at improvnrg guarantcc corpus of Rs.l000 crore, Thc push for inclusion has
acccss lo fonnal linancial instiiulions. a it witl refinance and assist those inplic ations beyond simp ly brnk ing.
ln 2005, RBI aDDounced a number financial institutions who finance O!er the past l\vo dccades. i1 has

of nrcasnres, includnrg provision of micro enterpriscs nr tndia. However. bccome clear that economic gro$th
\holir garnut ol ftni11(ial ser!ict\. de\ I rre various atrcmpts. the spread of re.Nires the crcation aDdc{pansioD ol
lninJlly.t,anks$ercr,l\isedtoo|cn formdlsources olcredirespeciatly iD a robirstbanknrg seclo..llistorically,
no-fiill accouots (since renamed as ruralareashasbcerrslo\v.TheAl rdia econ!rn c changes invariably lcad
Basic Savnrg Bank Dcposil accoun Debt and Investmenr Surrey (AIDIS to social changes. Thc push to
rn Augsr 2012 ild now lJn DhJn tull) nrdicates rhat thc percen tage ot expand inclusioD lras triggcred rnajor
A.c.Unr,FrnancirlL.lus.orrreL".\cd hou,ehol,l, _uaebreJ ro n,,r ionat cconon ir dnd.orrdl .h,1ts(.. Rur I

lr.flher,1,t'crusrler rLcRdng.,ardr ,;"".,",\|",t .ncr cenrJ.aq/rn.r tnoidr.{Ines,irEtrororndrhdnre.
I or.,,,i,rcr ruol. '00F) sugge\rcJ ;";; .", .;,,, r,o:"crrotd, ro-norr- $r ch inct,,de rrp,d ,nech,r..,ron
\aflou.,,.ca.,rres r\l,,di.1g rhe netd ln -rr',n;.,...,"4 i;,, in -rrat or agricr tr',rc. irrp,o!er.elln
ro e\parLr r^ilk ng o pr.\'de J .,11. 

;;,". ;;;;"4,"" ", 
ir" ,",ln,r r r.r,ofl. (.r. n,.flc:I or Jnd urhcr

^l,e^rce' rc'ired lo depu.rr\. cre.lr . -'" _,_ ' le(tr,,loercJ' .hange. lhe.oci^
and rerrirran.e ror 'error an0 " l":: 

p'::1:'lll': :I: ".""" . .,,,!.* are re'rccrec i, :,

rhe poor. consequentry. banks werc not '":":":: il 'lltl:llli9.:l: ,r,i,p ,p*t ;n ionr;ng t.,n'u"tion"
aJ\ -ed.oidcrrrrVar ler'rurrcdi'.ricr lronevlenJrr\aslhe0orfrnanlSoLrr'.i,r,1":,
ro,.hreve 100 Der Lelt .'rndnci.l ol credrt An"rlh arJ uncJ { rrl')
rrr.t".'.n on , orlor basis. Banks ha!e citcd various rcasons that serve Jan Dhan's potential social impacl

were rlso adviscd to - (i) iniriate as an obstacle for the expansion is its ability to create a comprehensilc

ICT based Busnrcss correspondent of fonnal banking serviccs among socialsccurity nctalongsitL the thrcc

niodel (BC modcl) to p'o'ia' to* the poor' Sinsh and Naik (201s) afibrdable social securitv schemes:

.ort tr,rting t.*;".t ut aoor step in empiricallv srudv the demand and Pradhan Manlri Suraksha Bima

ie.otc viltaies. 1li) eoard approved supplv side constraints ofthe financial Yojana, Pradhan Mantri Jeevan Jvothi

financial in"ctusion plan (Fip) for inihrsion morlel by Lcporrins results Bima Yoj ana and Atal Pension Yojana.

: vears commcnclng from 2010, ola suNev undertaken in Gubbi in Nearlv l0''l crore people are covered

(iii) Roadmap to cove;llthc villages early 2014. under thesc three schemcs (Gol'

Table 1: Pradhan Mantri Jan Dhan Yojana

S. No No ofAccourts Opened No of
Rupay Debit

Csrds

Bahnc€ in per cent ofZerc
Balance

Rural Urhsn Total

Puhlic Sector Banks 6.9 5.8 12_',l ll.9 14357.5 52.3

2 Private Banks 25 0.4 2.9 2.1 3258.5 52.1

3 Reeional RuralBanks 04 0.3 0.7 0.6 1068 6 49.3

Total 9-79 6.5 16.3 14.5 18684.6

Sourcc: Gol (2015a)
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Tablc 2: Fin,n(ial Inclustun Progress; Banks 'n'l RRBS

KCC

a) No. in millioD
b) Anlt. m Rs. billion

x) No. in million
b) Amt. in Rs. billio

a) No. in Nillion
b) Aml. in Rs. billion

a) No.]n million
b) Alnl. in Rs. billion

Source: GOI (201'1.). RBI (2011. l0l'1. 2015)

2015b). Usr1lg tlre PMJDY accoun as

the Di\.ol. these scbemcs caD alter the

rra;ner iD u hich benefi ts ar e deli!ercd

to cilizens while concun€ntlv creating

a social security net for the poor and

thosc working in thc unorgarised

Technology hasbecn atthc tbrefront

of fi naocial inchrsion. especiallv afler

2010. Teclrnological advances and

constantly lowering of technologv
inaesimcnts/solutions offcrs much

hoDe for PMJDY.Jan Dhan, Aadhaar

an;l Mobile (JAM) combined with
the proposed concessions for the

usc of crcdit and debit cards offer a

unique opportunity that can facilitate
x Daradrsm !hrfr in our econorny

an,l socriry rhe etlansron of the

banking scctor along s'ith investmcnts

bv various Siale govern'nents 1n

infomation and lelecommunicatioo
techDologies 1o imProve delivery
of government services concurrent
to thc roll out 01' Aadhaar offers a
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r 240 l0

21_tl
1600.05

39.90

3684.50

7.40
r0s6.90

3.60
76 :t0

1.40

15.10

trniouc. hithcrto unkno$ n onpuilunrrl
ro crcate a trarrev',rl' on s hrLh

a dirrtrl !cos\\tenr rJn bc bu lr.
.a.neidotrl triicnce f,onr our fr(ld
studics indicatcs fiat this may not

be difliclrll considering the spread oI
Jan Dhan and thc fact that most nrral

houselrolds spendtheirmoncv$'ithin
a radius of25 square kilomclres' The

economic geography of lrldia is tbal

an overwhelming number olvillages
arewithin a radius of5-25 kilometres

The rcach of JaD Dhan accounts

offers an opportunity 1{) make these

accounts the basis around which a

larcernetwork lhai li.ks uscrs to small

lulln.',"" nlonY which alrcady

acccss the formal banking sYstem'

Aadhaar cnablcd micro-ATMs (BC

outlets) oifer an opportunitv to use

RuPAY cards validaicd bv biometrics

to pay for purchases replacing cash

However, lhis requires certarn Pre

conditions to be fulfilled. hnportantlv.

rr $rll Lequrre Ihc hanLs to ct'dte d

(vqrcm thrL \rLl enable rrJn'ler oj

nioDc\ralrrrostinstantaneouslv noi

, or"Ltern rf.ach Rr PA\ t rrrl rs

nro\ de,l $iLlr dn rnbuilt lLrnre'li''rc

i,avment Ser!ice (INIPS) registralion

ani Nerr Ficld Comrrronicalions
(NFC) tags. Such a digilal ecosvstem

has the ability to lacililate a societv

$here cleclrooic transactions can

ref lJce cJSh Te(hnolo-ErcJl ddtrnce'
rn,l rhc sprcad oi nrobilc Phone\
ofitr rrounds it'r oltrnrr\rn for a

..,,nr;! liIe lnd]a $Ltlr rts large
popuia;on or illitctate cltizcns. one

such technohgical advanccnrent 1s

the reccnt grant ol a PateDl bY US

for Sanrsung that offers contacllcss

trnuerDr rnr authenricalron using a

no;ri!e mJrch $ ith a \ ahd finserprrnr

image store a Pbone mernorY'

Thc BC model has $'iinessed
rafrd adoprion rmong the cornmunitv,

esDecially uhen il works eftectrvely.

in;icanve ot rhe larse unmct dernanJ

Prrticuhrs Year Ended
2010

Yesr Endcd
20ll

Year Ended
2012

Year f,ndcd
2013

Year Ended
2015

3,1.81I

81.397
I,16,208

37.471
11428).

1,81,753

.10,837

2.21.61'1

2,68.,154

,16. 126

1,37,673
3, 83, 80,1

Banking Outiels in Villages

a) Branches

b) Branchless Mode

c) Tot.l
r r"l ^" I ".,ri6ns rhrouglr BCs

33,378
34,1l6
61,694

3.7',7 | 5.891 2',1.143 60,730

Basic Saving Baok DcpositA/c- branches
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producrs forthe mar kers The obrecx\ e
ot "Male rn lndia,, rs erpecte; ro he
strengrhened by inctusire grou rh
yretdrng hiqher enrptol rnenr and
ourprrr fbr the economy.
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