Banking in India

1. The Reserve Bank of India was established on 1st April, 1935 and it was nationalized
on 1st January, 1949.

2. The Finance Ministry issues Currency Notes and Coins of rupee one, all other
Currency Notes are issued by the Reserve Bank of India.

3. The first bank of limited liability managed by Indians was Oudh Commerci Bank
founded in 1881. Subsequently, Punjab National Bank was established i 1894

4. Swadeshi movement, which began in 1906, encouraged the f  ation fa number of
commercial banks.

5. The Banking Companies Act was passed in February 949, hich was subsequently
amended to read as Banking Regulation Act, 1949.

6. Commercial banks mobilise savings in urba areas nd m ke them available to large
and small industrial and trading units mainly f working apital requirements.

7. The Indian banking system consists 0 comm cial b nks, both in public and private
sector, Regional Rural Banks (RRBs) an cooperative banks.

8. AsonJune 30,2009, ommercial Bankin system in India consisted of 171
scheduled commercial banks t of which 113 were in public sector, including 86 RRBs.
The remaining 27 banks, othert n RRBs, in the public sector, consisted of 19
nationalized banks, 7 banks in SBI roup and IDBI Bank Limited. Public sector banks
(excluding RRBs) ac ounted for about 76.6% of the deposits of all scheduled commercial
banks.

9. Commercia banks are broadly classified into nationalised or public sector banks and
private secto b nks, ih a few foreign banks. The public sector banks account for more
than 92% of th  ntire banking business in India-occupying a dominant position in the
commerci banki g The State Bank of India and its 7 associate banks along with
another 19 b ks are the public sector banks.

10. Oudh Comm rcial Bank was the first complete Commercial Bank of India.

11. The Imperial Bank was established in the year 1921 by merging three main
Presidency Banks.



12. The largest bank-imperial Bank was nationalised in 1955 on recommendation of
Gorewala Committee and rechristened as State Bank of India.

13. In 1959, 7 regional banks were nationalised and given the status of Associate Banks
of State Bank of India.

14. On 19 July, 1969, 14 big commercial banks with deposits worth Rs. 50 crores or
more and on 15 April, 1980, six other scheduled banks were nationalised, bringing total
number of nationalised banks to 27 (19 + SBI + 7 SBI Associates).

15. Before the merger of New Bank of India in Punjab National Bank n 1993 the
total number of nationalised banks was 28 (8 SBI and Associates + 14 + ).

16. After the merger of " State Bank of Saurashtra " and "State Bank  Indore in the
State Bank of India, the number of Associates of SBl hasco 0 6.

Lead Bank Scheme

1. After the nationalisation of 14 banks the Le d Ban Sche e of the RBI was adopted
in 1969 for branch expansion programme of b ks.

2. Under the scheme, all the nationalised banks nd pri ate banks were allotted specific
distracts where they were asked to take t  lead in surveying the scope of banking
development particularly expansion of cred facilities.

Banking Reforms

1. Onthe recommen ation of Na imhan Committee, a number of steps taken to
improve functioning f banking ector. SLR and CRR were reduced.

2. Ba ks were given fr dom o open new branches. Rapid computerisation of banks
was under ken

3. Ba king "Ombudsmen Scheme" started functioning to expedite inexpensive
resolution f custo er's complaints.

Scheduled and Non-scheduled Banks

1. The scheduled banks are those which are entered in the second schedule of the RBI
Act, 1934. These banks have a paid-up capital and reserves of an aggregate value of not
less than Rs. 5 lakhs and satisfy the RBI that their affairs are carried out in the interest of
their depositors.



2. All commercial banks (Indian and foreign), regional rural banks and state co-
operative banks are scheduled banks. Non scheduled banks are those which are not
included in the second schedule of the RBI Act 1934. At present there is only one such
bank in the country.

Regional Rural Banks

1. The Regional Rural Banks (RRBs), the newest form of banks, have come into
existence since middle of 1970s (sponsored by individual nationalised commercial banks)
with the objective of developing rural economy by providing credit and d posit cilities
for agriculture and other productive activities of all kinds in rural areas.

2. The emphasis is on providing such facilities to small andma g | farm rs
agricultural labourers, rural artisans and other small entrepreneurs inr al areas.

3. First Regional Rural Bank was established on 2nd Oc ober, 1 75.

Co-operative Banks

1. Co-operative banks are so called because ey are org nised under the provisions of
the Co-operative Credit Societies law of th sta s. The m or beneficiary of the Co-
operative Banking is the agricultural se t rin par ular nd the rural sector in general.
The first such bank was established in 19 4

2. The Co-operative cred ins itution operat g in the country are mainly of two kinds
- agricultural (dominant) and  n-agricult al.

3. Atthe apex is the tate Co-op tive Bank (SCB) (co-operation being a state subject
in India), at the intermediate (di rict) level are the Central Co-operative Banks (CCBs),
and at the village leve are Prima y Agricultural Credit Societies (PACs); Long-term
agricul ral cre tispro ded by the Land Development Banks.

4. Inthey r 991, imhan Committee was constituted to advice on the issue of
reconstr ction o banking system.

Developme t Banks

1. Industrial De elopment Bank of India (IDBI), established in 1964. Main functions :
Providing finance to large and medium scale industrial units.

2. Industrial Finance Corporation of India (IFCI), established in 1948. Main functions :
(a) Project finance (b) Promotional services.



3. Industrial Credit and Investment Corporation of India Limited (ICICI), established in
1991. Main functions : Providing term loans in Indian and foreign currencies;
Underwriting of issues of shares and debentures.

4. Small Industries Development Bank of India (SIDBI), established in 1989. Main
functions : Providing assistance to small scale industries through state finance
corporations, state industrial development corporations, commercial banks etc.

5. Export-Import Bank of India (Exim. Bank) was established in 1982. Main functions :
Coordinating the working of institutions engaged in financing export and impor rade,
Financing exports and imports.

6. National Housing Bank (NHB) started operations in 1988. M i func ns:
Development of housing finance in the country.

7. NABARD (National Bank for Agriculture and Rural evelo ment) was established
in 1982. The paid-up capital of NABARD stood at Rs. 2 0 crore a on 31 March 2010.
Main functions : to serve as an apex refinancing agency for nstitutions engaged in
providing agricultural finance to develop credit  livery syste to coordinate rural
financing activities.

Insurance

1. The basic concept of insuranc is of spr ading the loss of a few over many. Insurance
industry includes two sect s-Li e Insu nce and General Insurance. Life Insurance in
India was introduced by Briti  rs. A Bri sh firm in 1818 established the Oriental Life
Insurance Company at Calcutta  w Kolkata.

2. Life Insurance C rporation LIC) of India was established in September 1956.
General Insurance Co oration ( IC) was established in November 1972.

3. India Insu ance sector has low penetration particularly in rural areas. It also has low
turnover and r ita despite high premium rate. The committee on Insurance Sector
Reform wass up in 1993 under the chairmanship of R.N. Malhotra which submitted
its reporti  1994.

4. Since openi g up, the number of participants in the industry has gone up from 6
insurers (includin Life Insurance Corporation of India, 4 public sector general insurers
and General Insurance Corporation of India as the national reinsurer) in the year 2000 to
47 insurers as on March, 2010 operating in the life, non-life and reinsurance segments
(including specialized insurers viz. Export Credit Guarantee Corporation and Agriculture
Insurance Company of India Ltd. AICIL)



5. 36 companies in the private sector are operating in the country in collaboration with
established foreign insurance companies from across the globe as on 31 March, 2010.

6. The Life Insurance Corporation with its Central Office in Mumbai, 8 Zonal Offices
at Mumbai, Kolkata, Delhi, Chennai, Hyderabad, Kanpur, Bhopal and Patna, 109
Divisional Offices including one Salary Savings Schemes (SSS) Division at Mumbai,
2048 Branch Offices and 1004 Satellite Offices as on 31 March, 2010, spreads the
message of Insurance the length and breadth of India.

7. At present LIC is operating internationally through Branch Offices in iji, Mauritius
and U.K. and through Joint Venture Companies in Bahrain, Nepal, Sri L nka, Kenya and
Saudi Arabia. Its Representative Office in Singapore was opened on 6 N v 2008.





