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Financial Democracy: The Jan Dhan
Transformation, and Its Unfinished Half

~ TheHindu 15 August 2026 @ @

INTERVIEW ANGLE

"The editorial argues PMJDY has democratised account access but not yet sustained economic
participation. If a scheme succeeds completely at its first goal (universal account access) but only
partially at its deeper goal (active financial participation), how should its overall success be

Jjudged?"

@ Every fact web-verified against primary sources

THE LIFT LINE

Opening an account for every household is the easier half of financial inclusion; making sure that account

gets used is the half that actually changes lives.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

This editorial supplies a precise distinction between formal financial access and active financial participation,
directly useful for GS2/GS3 questions on financial inclusion, welfare-scheme design, and the JAM trinity’s

role in Direct Benefit Transfer architecture.

GS Paper 2: Government policies and interventions for development in various sectors; issues arising out of

their design and implementation.

GS Paper 3: Inclusive growth and issues arising from it; Indian economy, banking and financial inclusion.
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CONCEPT MEANING WHY IT IS TESTABLE

PM Jan Dhan Yojana India’s flagship financial-inclusion scheme, The scheme under examination

(PMJDY) launched 2014

JAM trinity Jan Dhan accounts + Aadhaar + Mobile, The infrastructure linking access
enabling Direct Benefit Transfer to welfare delivery

Account dormancy Accounts opened but seeing minimal or no The editorial’s central concern

transaction activity

Formal access vs active Having a bank account versus genuinely The editorial’s core analytical

participation using banking and credit services distinction

BACKGROUND AND CONTEXT

PM Jan Dhan Yojana, launched in 2014, aimed to provide universal access to basic banking services,
savings and deposit accounts, remittance, credit, insurance and pension, for every unbanked household in
India. Combined with Aadhaar biometric identification and expanding mobile connectivity, the resulting
JAM trinity became the backbone of India’s Direct Benefit Transfer architecture, enabling welfare payments
to be routed directly to beneficiaries’ bank accounts, significantly reducing leakage compared to earlier cash-

and-intermediary-based delivery systems.

THE ANALYSIS

1. The access-versus-participation distinction is the editorial’s core analytical contribution. A
scheme can achieve near-universal formal account access while still leaving a substantial gap in whether those
accounts are genuinely used for savings, credit or transactions, two different measures of success that should

not be conflated.

2. The JAM trinity’s DBT-leakage-reduction achievement is a distinct, independently verifiable
success from account-opening numbers. Reduced leakage in welfare disbursement is a structural,
institutional achievement worth crediting separately from the broader question of whether account holders

are financially active beyond receiving transfers.

3. Dormancy and thin credit uptake identify a specific, addressable second-generation policy
gap. Rather than treating financial inclusion as complete once accounts are opened, the editorial’s diagnosis
points toward targeted interventions, engagement campaigns, credit-linkage programmes, financial literacy,

that address why accounts remain underused.

4. The gradual-adoption counter-argument is a genuine, not dismissible, consideration. For
first-generation account holders unfamiliar with formal banking, the transition from having an account to
actively using credit and investment products may reasonably take time, tempering, without negating, the

dormancy concern.
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5. This is a specific instance of a broader pattern in welfare-scheme evaluation: access metrics
can mask usage gaps. The same distinction, between enrolment/access numbers and actual utilisation,
recurs across health insurance schemes, digital-service platforms and other welfare programmes, making

PMJDY’s dormancy concern a transferable analytical lesson.

DATA AND INSTITUTIONS VAULT

PRELIMS-GRADE FACTS:

PM Jan Dhan Yojana: launched 2014
Account scale commonly cited: 58-63 crore accounts, majority women/rural beneficiaries

JAM trinity: Jan Dhan + Aadhaar + Mobile, backbone of India’s Direct Benefit Transfer architecture

WATCH THE TRAP: DO NOT CITE THIS EDITORIAL’S EXACT HEADLINE WITH FULL CONFIDENCE.
INDEPENDENT AGGREGATOR SOURCES REPRODUCED ITS TITLE WITH DIFFERING PHRASING,
SUGGESTING PARAPHRASE RATHER THAN VERBATIM REPRODUCTION; THE UNDERLYING THESIS
(FINANCIAL DEMOCRACY ACHIEVED IN ACCESS, INCOMPLETE IN PARTICIPATION) IS WELL-
CORROBORATED EVEN WHERE THE PRECISE HEADLINE WORDING IS NOT.

THE DEBATE

Argument FOR treating PMJDY as a genuine transformation. Near-universal formal banking access
for previously unbanked households, combined with the JAM trinity’s measurable reduction in welfare-

delivery leakage, represents a substantial, structural achievement in financial inclusion policy.

Argument AGAINST treating account-opening numbers as the complete picture. Dormant
accounts and thin credit uptake indicate that formal access has not uniformly converted into active financial

participation, meaning the scheme’s declared success should be qualified by these specific, measurable gaps.

Balanced verdict. Both are true simultaneously: PMJDY achieved a genuine, hard-to-overstate access
transformation, while a meaningful participation gap remains that second-generation policy interventions

should specifically target, rather than treating the scheme’s work as complete.

HOW TO THINK ABOUT THIS

The transferable pattern: when evaluating any large-scale access-oriented scheme, distinguish
access metrics (accounts opened, beneficiaries enrolled) from usage metrics (transactions,
credit uptake, active participation), and treat a strong performance on the former as necessary
but not sufficient evidence of the latter. This distinction applies across financial inclusion, health

insurance and digital-service delivery schemes generally.
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DIAGRAM-IN-WORDS

Formal access achieved Participation gap remains

58-63 crore accounts, JAM/DBT dormancy, thin credit uptake

[ "Financial democracy," half complete ]

access solved, active participation pending

PMJDY’s genuine achievement in formal access and DBT leakage reduction coexists with an unresolved

gap in account dormancy and credit uptake.

TAKEAWAY BOX

Opening an account for every household is the easier half of financial inclusion; making sure that account

gets used is the half that actually changes lives.
PMJDY, launched 2014; 58-63 crore accounts; JAM trinity (Jan Dhan, Aadhaar, Mobile).

does declaring a scheme successful based on enrolment numbers alone, while usage gaps persist, risk

prematurely closing policy attention on populations who still need targeted support?

UPSC has repeatedly tested financial inclusion, DBT architecture and the JAM trinity (GS2/GS3); this

editorial’s access-versus-participation distinction sharpens any such answer.

“Universal financial access is necessary but not sufficient for genuine financial inclusion.” Examine this

claim with reference to PM Jan Dhan Yojana’s account dormancy and credit-uptake patterns.

Sources: The Hindu, Ministry of Finance

Source: Financial Democracy: The Jan Dhan Transformation, and Its Unfinished Half — Ujiyari.com | Free UPSC
& State PCS Editorial Analysis
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® KEY ARGUMENTS AT A GLANCE

The Hindu argues that the Pradhan Mantri Jan Dhan Yojana
(PMJDY) has genuinely democratised formal banking access via
the JAM (Jan Dhan-Aadhaar-Mobile) trinity, with a large majority
of accounts held by women and rural beneficiaries, but that this
“financial democracy” remains incomplete, since dormant
accounts, thin credit uptake and last-mile delivery gaps mean
account-opening has not yet converted into sustained economic
participation.

v SUPPORTING

* PMJDY has opened a very large number of bank accounts, commonly cited in the range of
58-63 crore, with a majority held by women and rural beneficiaries, representing a genuine
expansion of formal banking access to previously unbanked populations.

* The JAM trinity, linking Jan Dhan accounts, Aadhaar identification and mobile connectivity,
has enabled direct benefit transfers and reduced leakage in welfare-scheme disbursement, a

structural achievement distinct from account-opening numbers alone.

* Despite this scale, a meaningful share of accounts remain dormant or see minimal
transaction activity, and credit uptake, loans, overdraft facilities, insurance products, linked

to these accounts remains thin relative to the account base.

A COUNTER

Universal account access is itself a necessary precondition for deeper financial participation,
and expecting immediate, uniform conversion from account-holding to active credit and
investment behaviour may understate how gradually financial habits and trust in formal

banking develop, particularly for first-generation account holders.

- WAY FORWARD

The editorial implicitly calls for a second-generation policy focus, addressing dormancy
through targeted engagement, improving last-mile credit delivery, and building genuine
financial literacy, rather than treating account-opening numbers alone as evidence that

financial inclusion has been achieved.
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-g_é\ MAINS ANSWER FRAMEWORK

QUESTION
Examine the argument that PM Jan Dhan Yojana has achieved formal financial inclusion but not yet full

economic participation, with reference to dormant accounts, credit uptake and last-mile delivery gaps.
(250 words)

INTRODUCTION

The Hindu argues that PM Jan Dhan Yojana has genuinely democratised formal banking access through
the JAM trinity, but that this “financial democracy” remains incomplete, with dormant accounts and thin

credit uptake indicating account-opening has not yet converted into sustained economic participation.

BODY

PMJDY's scale, commonly cited at 58-63 crore accounts with a majority held by women and rural
beneficiaries, represents a genuine structural achievement in expanding formal banking access to
previously unbanked populations. The JAM trinity, linking these accounts to Aadhaar identification and
mobile connectivity, has enabled direct benefit transfer mechanisms that have measurably reduced leakage
in welfare-scheme disbursement, a distinct and significant achievement from the account-opening
numbers alone.

However, the editorial’s core concern is that a meaningful share of these accounts remain dormant or see
minimal transaction activity, and that credit uptake, loans, overdraft facilities, insurance products linked to
these accounts, remains thin relative to the scale of the account base. This gap between formal access and
active participation is the editorial’s central diagnosis: opening an account is necessary but not sufficient
for genuine financial inclusion, which requires sustained transaction activity, credit access and financial

literacy to translate into real economic empowerment.

CONCLUSION

The counter-consideration, that financial habits develop gradually and universal access is itself a necessary
precondition for later participation, is a fair point that tempers the criticism without negating it. A complete
Mains answer should credit PMJDY’s genuine achievement in access while treating dormancy and thin

credit uptake as the specific, addressable gaps a second-generation policy focus should target.
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