
Daily Mains Practice Question 01-07-2026

GS II - Governance

The  Employees'  Provident  Fund  Organisation  (EPFO)  is  undergoing  a  major  digital
transformation through the Centralised IT Enabled System (CITES), popularly known as
EPFO  3.0.  Discuss  the  key  features,  significance,  and  challenges  of  EPFO  3.0  in
strengthening India's social security architecture. (15 marks, 250 words)
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Answer

Introduction:

The  Employees'  Provident  Fund  Organisation  (EPFO)  is  undergoing  a  major  digital
transformation through the Centralised IT-Enabled System (CITES), popularly known as
EPFO 3.0, a unified digital platform seeks to modernise its service delivery by replacing the
earlier decentralised system.

Main Body

What are the key features of EPFO 3.0?

Unified  National  Database  –  All  EPF  accounts  are  consolidated  into  a  single
centralised national database linked through Universal Account Number (UAN) login.
Quick Withdrawals – Enables faster settlement of claims (now settled in 2–5 days),
and money can be taken instantly using UPI or ATM for easier access.
End-to-End Digital Services – Services like online KYC updates, claim filing, account
transfers, pension records, balance checks, and certificate downloads without physical
visits.
Transparency – Members can see all Member IDs linked to their UAN and fix errors
and track transfers (including death claims) made simple via SMS/mobile applications.
Automation & Rule-Based Processing – The auto-settlement of eligible claims (up
to Rs.5 lakh) reduces the dependence on employer approval for routine claims.
Portable  Pension  System  –  Pension  payments  become  location-  and  bank-
independent, eliminating the need for transfers.
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What are the key significance of EPFO 3.0?

Enhances Ease of  Living  –  Faster  settlements  can  reduce  waiting  time  during
emergencies & simplify access to retirement savings through digital channels.
Improves  Governance  –  The  centralised  platform  promotes  transparency,
accountability, and uniformity in service delivery and reduces discretion and delays.
Facilitates Labour Mobility  –  A single UAN-linked database ensures continuous
portability of provident fund and pension benefits across employers and states.
Strengthens  Financial  Inclusion  –  Digital  access  empowers  workers  to
independently manage PF accounts, update KYC, and monitor contributions.
Supports Digital India – Aligns with the government's vision of paperless, faceless,
and cashless governance.

What are the key challenges of EPFO 3.0?

Cybersecurity  Risks  –  ATM/UPI  withdrawals  and  centralised  databases  increase
chances of fraud, hacking and data theft.
Data Mismatches – Errors in Aadhaar, PAN, or bank details cause claim delays.
Employer  Issues  –  Payroll  errors,  late  updates,  and  duplicate  UANs complicate
transfers and settlements.
Retirement Security – Easy withdrawals may risk premature depletion of retirement
savings.
Digital Divide – Rural, elderly and digitally less-literate users struggle to use online
systems.
System Challenges  – Data migration errors, system downtime, and staff training
requirements may affect implementation.

What are the measures that need to be taken to overcome these challenges?

Ensure smooth migration of legacy records with minimal service disruption.
Provide digital training & awareness programmes to workers to use online services
easily.
Strengthen cybersecurity to protect centralised data from hacking and fraud.
Develop a robust grievance redressal and feedback mechanism.

Conclusion:

EPFO 3.0 represents a major step towards building a transparent, efficient, and universal
social security platform for Viksit Bharat 2047. It could be strengthened through centralised
databases, automated services, portability, and transparency. Its success, however, centres
on tackling cybersecurity risks, ensuring smooth data migration, bridging the digital divide,
and staying focused on long-term retirement income security.
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