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ABSTRACT 

Demonetisation holds enormous possible benefits in the medium to long-term.  it was expected to cause 

transient disruption in economic activity. This paper suggests that demonetisation has impacted various sectors of 

the economy in varying degree, particular shows the (PMJDY) Pradan Mandri Jan Dhan Yojana. There has been a 

sharp increase in the number of accounts under the Pradhan Mantri Jan Dhan Yojana and the deposits in 

such accounts have also surged. There was ₹ 17.77 trillion banknotes in circulation on 28
th

 October, 2016 in 

India. 25.5 million New accounts were opened under the Pradhan Mantri Jan Dhan Yojana (PMJDY after 

demonetization 
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I. INTRODUCTION 

Demonetization of currency means discontinuity of the said currency from circulation and replacing it with a new 

currency. The Indian government had taken this step of demonetization in prior two times once in 1946 and then 

again in 1978 and in both cases, the goal was to encounter tax evasion by "black money" held outside the formal 

economic system. PMJDY is a National Mission on Financial Inclusion. It is an integrated approach on all sides to 

bring about extensive financial inclusion of all the households in the country. The plan envisages channeling all 

Government benefits (from Centre / State / Local Body) to the beneficiaries accounts and pushing the Direct 

Benefits Transfer (DBT) scheme of the Union Government. The technological issues like poor connectivity, on-line 

transactions will be addressed. Mobile transactions through telecom operators and their established centres as Cash 

Out Points are also planned to be used for Financial Inclusion under the Scheme. 

 

II. SPECIAL BENEFITS UNDER PMJDY SCHEME 

 Interest on deposit. 

 Accidental insurance cover of up to   ₹ 1 lakh 

 No minimum balance required.  

 The scheme provide life cover of ₹. 30,000/- payable on death of the beneficiary, Easy Transfer of money across       

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

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

 Access to Pension, insurance products. 

  One account per household, preferably lady of the household can avail overdraft facility up to  ₹.5000 

 

III. OBJECTIVES OF THE STUDY 

 To know the Demonetisation and its impact in present scenario 

 To know the  Pradhan Mantri  Jan   Dhan  Yojana 

 To know the accounts opened under PMJDY in post demonetization period 

 To compare the accounts opened between pre demonetization period and post demonetization period 

 

IV. RESEARCH METHODOLOGY 

The study is based on secondary data. The data is collected from internet websites. Data is collected from its 9
th

 

November, 2016 -3
rd

 May 1, 2017.  For presentation table is used and for analysis absolute figures and percentage 

method used. 

 

V. HISTORY OF DEMONETISATION 

 The Demonetisation  in 1946: 

In 1946, the currency note of ₹1,000 and ₹ 10,000 were removed from circulation. The demonetization really did 

not have much impact, as the currency of such higher denomination was not accessible to the common people. 

However, both the notes were reintroduced in 1954 with an additional introduction of ₹ 5,000 currency.   

 The Demonetisation in 1978: 

The second time demonetization in 1978; the then Prime Minister of India Morarji Desai announced the currency 

ban taking ₹ 1000, ₹ 5000 and ₹ 10,000 out of circulation. The one and only aim of the demonetisation was to 

curb black money generation in the country. Desai didn’t have the support of the RBI Governor. I.G. Patel Governor 

of RBI of that time claimed that the ban was implemented simply to immobilize the funds of the opposition party. 

Patel also supposed that people never store black money in the form of currency for too long. It didn’t have much 

effect on the people and affected only the privilege few. 

  Demonetisation in 2016 

The Government of India announced the demonetisation of all ₹500 and ₹1,000 banknotes of the Mahatma Gandhi 

Series on 8
th

 November, 2016. The government claimed that the action would hold down the shadow economy and 

crack down on the use of illicit and counterfeit cash to fund illegal activity and terrorism. The sudden nature of the 

announcement and the prolonged cash shortages in the weeks that followed created significant disruption throughout 

the economy, threatening economic output. The move was heavily criticised as poorly planned and unfair, and was 

met with protests, litigation, and strikes. People seeking to exchange their bank notes had to stand in lengthy queues, 

https://en.wikipedia.org/wiki/Government_of_India
https://en.wikipedia.org/wiki/Legal_tender#Demonetisation
https://en.wikipedia.org/wiki/Mahatma_Gandhi_Series
https://en.wikipedia.org/wiki/Mahatma_Gandhi_Series
https://en.wikipedia.org/wiki/Mahatma_Gandhi_Series
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and several deaths were linked to the inconveniences caused due to the rush to exchange cash. The movement  is 

considered to have reduced the country's GDP and industrial production. As the cash shortages grew in the weeks 

following the move, the demonetisation was heavily criticized by prominent economists and by world media. 

 

VI. DEMONETISATION HAS MANY-FOLD IMPACTS. 

 Black money:  Black money is nothing but a loot of the nation. Black money operators run a parallel economy 

which shakes the very foundation of the Indian economy. Demonetisation move, all domestic black money will 

either be deposited into the banks with heavy penalty or be simply destroyed. 

 Economy: Demonetisation will have a enormous consequential effect on the Indian economy.  The economy can 

be boost up with this illegal cash. First, it will bring more borrowings to the exchequer, improve inflation outlook. It 

will revitalize investment opportunities and give a fillip to infrastructure and the manufacturing sector. Third, 

Interest rates and income tax rates will also reduce due to this step of demonization.  

 Note bank politics: The pulling out of the old ₹ 500 and ₹ 1,000 currency notes will help make the election 

process clean and transparent. But it has brought tough times for the political parties and politicians who believe in 

the idea of purchasing votes in exchange for notes. That is precisely the reason a rainbow coalition of a galaxy of 

regional parties and the Congress is building up against Modi, because their political interests are badly hurt. 

  Real estate cleansing: It is normally said that real estate is an industry built on black money. The extent of black 

money floating around in the sector is vast. Demonetisation movement will restrict the flow of black money into the 

real estate sector. This will help in making the much needed correction in the sector.  

 Hawala transactions: Demonetization has crippled the hawala rackets. Hawala is a method of transferring money 

without any actual money movement. Hawala route is used as a means to facilitate money laundering and terror 

financing. Hawala rackets run again on black money. With black money suddenly being wiped out of the market, 

thanks to demonetisation, hawala operations have come to a grinding halt. In Mumbai one of the hawala operators 

has destroyed notes  ₹ 500 crores as per the India today report 

  Counterfeit currency: Demonetisation has dealt a death blow to the counterfeit Indian currency syndicate 

operating both inside and outside the country. Fake Indian currency notes (FICN) amounting to ₹ 400 crore are in 

circulation in the country at any given point of time and around ₹ 70 crore fake notes are pumped into Indian 

economy every year. A One India report, quoting an Intelligence Bureau dossier, says fake Indian currency worth ₹ 

12 lakh crore has pumped into Indian financial system over the years. Needless to say that most of the fake 

currencies circulated in India are of ₹ 500 and ₹ 1000 denominations. The fake currency floating inside the Indian 

financial system is not counted within the ₹ 17 lakh crore of total currency in circulation in the country. 

 Terror financing: Terror financing is sourced through counterfeit currency and hawala transactions. This is how 

terror financing works. Fake currency circulation is routed through a multi-layered network of hawala operators 

which are closely linked to satta (gambling) and smuggling of drugs, opium and arms. Indirectly, they all end up 

financing terrorism. 

https://en.wikipedia.org/wiki/Gross_domestic_product
https://en.wikipedia.org/wiki/Industrial_production
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 Maoism: Black money is the oxygen for Maoists. According to an estimate, Maoists manage to raise ₹ 300 to ₹ 

400 crore annually through donations, levy and extortions. The illicit money is used to purchase arms and 

ammunition, food and medicine and daily essentials, apart from distributing it among the ranks and the cadre. Ever 

since the demonetisation announcement was made, no major violence was reported from the Maoist infested states 

like Chhattisgarh, Odisha, Andhra Pradesh and Telangana.  

VII. JAN DHAN ACCOUNTS 

Table 1: Deposits Under Pmjdy: Number Of Accounts     (In Million) 

Actual 

% 

  As on 9
th

  Nov,2016   As on  3
rd

 May,2017 Variation 

3
rd

 May,2017 over 9
th

 Nov,2016 in 

absolute and % in total  

Rural Urban Total Rural Urban Total Rural Urban Total % 

Public Sector 

banks 

114.3 89.3 203.6 125.09 104.01 229.10 10.79 14.7 25.5 12.5 

Private Sector 

banks 

5.3 3.1 8.4 5.59 3.72 9.31 0.29 0.71 0.91 10.8 

Regional Rural  

banks 

37.1 6 43.1 39.68 7.05 46.73 2.9 0.4 3.3 17.7 

Schedule 

commercial 

banks 

156.7 98.4 255.1 170.36 114.7 285.1 13.66 16.3 30 11.76 

 

VIII. SOURCE: PMJDY WEBSITE 

As the above table shows Post-demonetisation, 25.5 million new accounts were opened under the Pradhan Mantri 

Jan Dhan Yojana (PMJDY) in absolute fiqure. In public sector bank 12.5 % new account opened after 

demonetization and in private bank 10.8% new account opened  and 11.76 % new account opened  under the  Jan 

Dhan  were opened in schedule commercial banks in  post  demonetization  period.  As there were reports regarding 

the use of these accounts to convert black money into white, the Government issued a warning against the misuse 

of such accounts. 

Table  2 Number Of Account With Zero Balance 

 No of Account with 

Zero balance 9
th

 

November,2016 

No of Account with 

Zero balance 1
st
 

March,2017 

No of Account with 

Zero balance 3
rd

 

May,2017 

Public Sector banks 47586967 54067960 Nil 
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Private Sector banks 3039296 3146668 Nil 

Regional Rural  banks 8741046 9803153 

 

Nil 

Schedule commercial 

banks 

59367309 

 

67017781 

 

Nil 

 

IX. SOURCE: PMJDY WEBSITE 

As the above table showed that total number of Account with zero balance 59.36 crore as on date 9
th
 November, 2016. 

On dated 3
rd

 march, 2017 total number of account with zero balance increased to 67.01 crore. But there is no account 

with zero balance as on dated 3
rd

 may, 2017. There is no account with zero balance shown on PMJDY websites It 

means to say that now the account with zero balance have balances.  

Table 3: Deposits Under Pmjdy: Amount Mobilised 

Bank Group 9
th

 Nov, 2016  3
rd

 May, 

2017 

               Variation 

     Actual      % 

Public Sector banks 364.3 504.7 140.4 38.53 

Private Sector 

banks 

16 21.19 6.3 32.43 

Regional Rural  

banks 

76.3 118.3 42 55.04 

Total deposits in 

schedule 

commercial banks 

456.4 644.2 186.5 41.15 

Source: Pradhan Mantri Jan Dhan Yojana website. 

The  Government  also  capped  deposits  into  PMJDY  accounts  at  ₹ 50,000  on November 15, 2016. 

Although deposits  is ₹ 644 billion as on 3
rd

 May, 2017, they were  higher by 41 per cent over the level of 

November 9, 2016 in the post-demonetization  period  as the above table 2 show. 

 

X.CONCLUSION 
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Demonetization has impacted various sectors of the economy in varying degree, particular showed the (PMJDY) 

Pradan Mandri Jan Dhan Yojan. 25.5 million New accounts were opened under the Pradhan Mantri Jan Dhan 

Yojana (PMJDY after demonetization and the deposits has also increased by 41 percent over 9
th

 Nov, 2016. 
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