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INDIAN ECONOMY | MODULE 2 

BANKING IN INDIA 

 

 The word „Bank‟ is derived from „Banco‟, the Italian word for „bench‟, where they 

exchanged money and bills. 

 Modern Banking practices in India originated in 18th century.  

 First bank of India was Bank of Hindustan founded in 1770 

 The second bank started in India was General Bank of India (1786) 

 First successful bank in India was Bank of Bengal set up in 1806 

 Bank of Bombay was established in 1840 and Bank of Madras in 1843. 

 Allahabad Bank is the oldest public sector bank in India, established in 1865. 

 The oldest Joint Stock Bank of India was Bank of Upper India. It was failed in 1913. 

 Oudh commercial Bank established in 1881 was the first commercial bank  having 

limited liability. 

 First complete indigenous bank in India was Punjab National Bank. It was founded 

by nationalist leader Lala Lajpat Rai in Lahore (1894). 

 At present there are 21 Public Sector Banks(PSBs), including SBI and IDBI in India.   

 

NATIONALISATION OF BANKS 

 Nationalisation means transfer of ownership and management of an undertaking 

from private hands to the state. 

 Banks nationalisation was undertook by the then  Prime Minister Indira Gandhi 

 First nationalisation of banks took place on 19 July 1969.  Fourteen banks whose 

total reserves exceeded Rs. 50 crore were nationalised (Fourth Five Year Plan). 

 They are : 

o Central Bank of India 
o Bank of India 
o Punjab National Bank 
o Canara Bank 
o Syndicate Bank 
o Bank of Baroda 
o United Commercial Bank 
o Union Bank of India 
o Dena Bank 
o United Bank of India 
o Allahabad Bank 
o Indian Bank 
o Indian Overseas Bank 
o Bank of Maharashtra 
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 On April 15, 1980 six more banks were nationalized. They are : 

o Andhra Bank  
o Punjab & Sindh Bank 
o New Bank of India 
o Vijaya Bank 
o Corporation Bank 
o Oriental Bank of Commerce 

 In 1993, the New Bank of India merged with Punjab National Bank. 

 Thus the total number of nationalized banks in India reduced to 19. 

 

 Punjab National Bank was founded by Lala Lajpat Rai in 1894. 

 Andhra Bank was founded by Pattabhi Sitaramaiyya. 

 Feroz Shah Mehta was the first Chairman  of Central Bank of India 

 Union Bank of India was inaugurated by Mahatma Gandhi.  
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SCHEDULED BANKS AND NON-SCHEDULED BANKS 

 Indian banks are broadly classified as scheduled and Non - scheduled banks in 

India.  

 Scheduled Banks are those banks whose minimum paid up capital is Rs. 25. Lakhs 

and does not harm the interest of depositors. They are listed in the second schedule 

of Reserve Bank of India Act, 1934 

 Non- Scheduled Banks are those banks not listed in the second schedule of RBI Act, 

1934 and do not comply with the rules specified by RBI. 

 Scheduled Banks are eligible for loans from Reserve Bank of India at Bank Rate. But 

Non-scheduled banks can avail loans from RBI only under emergencies and not for 

daily activities. 

 

POINTS TO REMEMBER 

 First bank in the world - Bank of Venice (1157)  

 Oldest working bank - Monte dei Paschi di Siena (Italy) (1472) 

 First bank to start permanent issue of bank notes - Bank of England (1695) 

 First Overdraft facility set up by - Royal Bank of Scotland 

 First bank in India - Bank of Hindustan  

 First Commercial bank in India having limited liability - Owdh Commercial Bank 

 Oldest Public Sector bank - Allahabad Bank 

 First Bank to start Savings Scheme - Presidency Bank 

 First Bank to start Cheque facility - Bengal Bank 

 First Indian Commercial bank to be wholly owned and managed by Indians - Central 

Bank of India 

 First truly Swadeshi Bank - Central Bank of India 

 First Bank to start credit card - Central Bank of India 

 First Bank to open a branch outside India - Bank of India (1946, London) 

 First bank to open a branch in Paris - Bank of India 

 First bank to introduce ATM -  HSBC 

 First Bank to start Internet Banking - ICICI 

 First bank to establish Payment Gateway - SBI 

 First bank to introduce Core Banking – SBI 

 First Indian bank to get ISO certification -Canara Bank 

 First bank in India listed in New York Stock Exchange - ICICI 

 First public sector bank which launched Mutual fund – SBI 

 First Private bank in India - UTI Bank (now Axis Bank) 

 First bank to start Mobile ATM - ICICI Bank 

 First bank to launch talking ATM for visually impaired - Union Bank of India 

 First floating ATM – SBI (ATM was installed on a jhankar boat plying between 

Ernakulum and Vypin.  

 



KAS - INDIAN ECONOMY  TALENT ACADEMY 

Page | 4  
 

STATE BANK OF INDIA (SBI) 

 State Bank of India is the largest commercial bank in India. 

 SBI Group is the largest banking network with over 20,000 plus branches in India 

and another 173 offices in 34 countries across the world 

 Headquarters of SBI is at Mumbai. 

 SBI commands 22 % of share of the domestic Indian market  

 Imperial Bank was formed in 1921 by merging three presidency banks such as 

Bengal Presidency bank, Bombay Presidency Bank & Madras Presidency Bank. 

 The name Imperial Bank of India was suggested by John Maynard Keynes. 

 In 1955 Imperial Bank was nationalised and renamed as State Bank of India to act 

as the principal agent of RBI and to handle banking transactions all over the country. 

First Chairman  of State Bank of India was John Mathai 

 SBI has the largest number of branches outside India. SBI is the first Indian Bank to 

start branch in Israel. 

 SBI has the largest ATM network with 59,291 ATMs all over India. It has the largest 

ATM network in India. 

 SBI introduced an integrated digital banking platform named „YONO‟ in 2017. 

 It is the first bank to touch a market capitalization of Rs. 1,00,000 crore in India. 

SBI Merger 

 Associate Banks of SBI had been established by princely states before the country‟s 

independence to serve local populations. These came under the fold of SBI as 

Associate banks after the government passed the State Bank of India (Subsidiary 

Banks) Act in 1959.  

 Under this Act, eight banks were nationalized and made subsidiaries of SBI in 1960. 

 SBI merged State Bank of Bikaner and State Bank of Jaipur in 1963.  

 The first subsidiary (associate) bank that merged with SBI was State Bank of 

Saurashtra in 2008 

 Later State Bank of Indore also merged with SBI in 2009 (officially merged in August 

2010).  

 The remaining five Associate banks and Bharatiya Mahila Bank merged with SBI with 

effect from  1
st
 April 2017 

 The Banks that were merged with SBI: 

 State Bank of Bikaner & Jaipur 

 State Bank of Hyderabad 

 State Bank of Mysore 

 State Bank of Patiala 

 State Bank of Travancore 

 Bharatiya Mahila Bank 

 With this merger, SBI has joined the league of top 50 banks worldwide in terms of 

assets.  
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 SBI FACTS 

o First Chairman of SBI - John Mathai 

o First Malayali Chairman of SBI - John Mathai 

o First Woman Chairperson of SBI  - Arundhathi Bhattacharya 

o Present Chairman of SBI - Rajnish Kumar 

 The poet and Nobel laureate who appear in advertisements of SBI as its customer - 

Rabindra Nath Tagore 

 First core banking in India was introduced by - SBI (Mumbai Branch, 2004) 

 First Financial super market established at - Jaipur (State Bank of Bikaner & Jaipur) 

 India‟s first floating ATM was launched by - SBI (ATM was installed on a jhankar 

plying between Ernakulam and Vypeen) 

 

NABARD 

 NABARD (National Bank for Agriculture and Rural Development) was set up on 12th 

July 1982 with its headquarters at Mumbai for the upliftment of rural India. 

 It is an apex bank for agriculture development and sole controller of credit in the field 

of agriculture. 

 NABARD was established on the recommendation of Shivaraman Committee. 

 It provides training facilities to the institutions working in the field of rural 

development. 

RURAL INFRASTRUCTURE DEVELOPMENT FUND 

 Rural Infrastructure Development Fund (RIDF) was set up the Government of India in 

1995 - 96. It is maintained by NABARD.  

 The primary objective of this fund is to provide loans to the state governments and 

state-owned corporations to enable them to complete the ongoing rural infrastructure 

development projects.  

 

Regional Rural Banks (RRB) 

 Regional Rural Banks were established on October 2, 1975. 

 Developing rural economy by providing credit and deposit facilities for agriculture 

and other productive activities of all kinds in rural area is the main objective of 

Regional Rural Banks. 

 Government of India, the State Government and the sponsoring nationalized bank 

contribute the share capital of RRB in the proportion of 50%, 15 % and 35 % 

respectively 

 Prathma Bank is the first Regional Rural Bank started in India with its headquarters 

at Moradabad (UP). It was sponsored by Syndicate Bank. 

 R.R.B. was set up under the recommendation of Narasimham Committee. 

 At present there are 56 RRB‟s functioning in India. 

 Uttar Pradesh has the most number of Regional Rural Banks in India. 
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 The area of operation of RRB is limited to notified few districts in the state. 

 Kerala Gramin Bank is the largest Regional Rural Bank in India.  

 

Kerala Gramin Bank (KGB) 

 Kerala Gramin Bank (KGB) is a Regional Rural Bank (RRB) formed in 2013. 

 The bank was formed by amalgamating the two RRBs of Kerala namely South 

Malabar Gramin Bank and North Malabar Gramin Bank through a notification by the 

government of India. Its headquarters is in Malappuram.  

 It is the second largest bank in Kerala, in terms of branch network (as on 2017). 

 Though the bank is an RRB, KGB delivers all the major functionalities of a PSB.  

 

Industrial Credit and Investment Corporation of India (ICICI) 

 ICICI bank is the largest private sector bank in India. The parent company of ICICI 

bank was formed in 1955 at the initiative of World Bank, but ICICI bank was 

established in 1994. 

 The bank known as „first universal Bank in the country‟  is ICICI Bank 

 The first bank started internet facility in India is  ICICI 

 ICICI bank launched internet banking operations in 1998. 

 First bank in India to introduce complete mobile banking services is ICICI 

 It is the first bank in India listed New York Stock Exchange. 

 ICICI is the second largest bank in India in terms of assets and market capitalization. 

Punjab National Bank 

 Lala Lajpat Rai founded Punjab National Bank at Lahore in 1894 

 Headquarters of Punjab National Bank is in New Delhi. 

 Punjab National Bank was registered on 19th May 1894 under the Indian Companies 

Act. 

 It is one of the largest banks in India with 6081 branches 

 „Maha Bachat Scheme‟, a high interest yield fixed deposit scheme was started by 

Punjab National Bank.  

 Punjab National Bank has started its first „Micro finance branch‟ in New Delhi. 

 First bank to introduced Voluntary Retirement Scheme(VRS) in India was Punjab 

National Bank 

EXIM Bank (Export - Import Bank of India) 

 Established in 1982 and it acts as an apex institution relating to foreign trade. 

 Headquarters is at Mumbai. 

 It provides financial assistance to exporters and importers to promote cross - border 

trade and investment  
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BANKER TO THE POOR 

 Muhammad Yunus, Bangladeshi Social entrepreneur and banker is known as 

Banker to the poor. 

 He founded Gramin Bank in Bangladesh and started micro - credit scheme. This 

resulted in large scale rural poverty alleviation and quality of life improved 

 Muhammad Yunus and Gramin Bank was Awarded Nobel Price for Peace in 2006. 

 The autobiography of Muhammed Yunus is also titled „Banker to the Poor‟ 

 

IDBI 

 IDBI (Industrial Development Bank) is an apex institution in the field of industry 

 IDBI was set up in July 1964 by an Act of Parliament 

 Its headquarters is at Mumbai. 

 Indian Parliament approved IDBI‟s conversion into a universal bank in 2003 

 10
th

 largest credit and other development bank in the world. 

 It provides credit and other  financial assistance for industrial development. 

SIDBI 

 SIDBI (Small Industries Development Bank of India) started operation on 2nd April 

1990. 

 Its Headquarters is in Lucknow 

 It was established as a subsidiary to IDBI. 

 It ensures financial assistance to micro, small and medium scale enterprises 

(MSMEs) in India.  

IFCI 

 Industrial Finance Corporation of India was set up in 1948 (New Delhi). 

 It is the first Development Financial Institution in the country established after 

independence.  

 The primary business of IFCI is to provide medium to long term financial assistance 

to the manufacturing, services and infrastructure sectors (both public and private). 

 IFCI is also a Systemically Important Non-Deposit taking Non-Banking Finance 

Company, registered with the Reserve Bank of India. 

HDFC 

 HDFC Bank established in 1994.  

 The headquarters of HDFC Bank is in Mumbai 

 As of March 31, 2018, the Bank had a nationwide distribution network 4,787 

branches and 12,635 ATM's in 2,691 cities 

 It is the largest private sector Bank in terms of market capitalisation. 

 Times Bank merged with HDFC in 2000. This was the first merger of two private 

banks in new generation.  
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Federal Bank 

 Federal Bank started its operation in 1945 

 The initial name of Federal Bank was Travancore Federal Bank; It was founded by 

K.P. Hormis at Nedumpuram (Thiruvalla). It was renamed as Federal Bank in 1947 

 Headquarters of Federal Bank is at Aluva 

 Recently Federal Bank got approval to open overseas branch at Dubai International 

Financial Centre. 

 Federal Bank is the first bank in India to release electronic/mobile pass book 

Nedungadi Bank 

 Nedungadi Bank was the first bank established  in Kerala  

 It was founded by Appu Nedungadi in 1899 at Calicut   

 Nedungadi Bank merged with Punjab National Bank in  2003 

Catholic Syrian Bank (CSB) 

 CSB was founded in 1920 in Thrissur and commenced business on 1st January 

1921. 

 In 1969, CSB was included in the second schedule of RBI Act, 1934. It attained the 

status of Class „A‟ Scheduled Bank when its total deposits crossed 25 crores in 1975. 

Dhanlaxmi Bank 

 Dhanlaxmi Bank was incorporated on 14 November 1927 in Thrissur 

 It became a scheduled commercial bank in 1977. 

South Indian Bank (SIB) 

 SIB was formed in 1929 by a group of 44 entrepreneurs 

 SIB was the first private sector bank to open a currency chest on behalf of RBI in 

1992. 

 It was the first private bank in Kerala to open an NRI branch. 

 It was first private sector bank to start an Industrial Finance Branch in March 1993. 

 SIB is the first Kerala based bank to implement core banking system.  

Bharathiya Mahila Bank (BMB) 

 Bharatiya Mahila Bank (BMB) was inaugurated by the then Prime Minister 

Manmohan Singh in November 19, 2013 (on the birth anniversary of former Prime 

Minister Indira Gandhi) 

 BMB was constituted to provide financial service predominantly to women and 

women self - help groups. It‟s first branch was opened at Nariman Point, Mumbai. 

 The first chairman & MD of Bharathiya Mahila Bank was Usha Anantha 

Subramanian.  

 BMB was merged with SBI along with SBI five associate banks on April 1,  2017 
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Banking Robot 

 First Banking Robot in India – Lakshmi ( introduced by City Union Bank, Chennai) 

 Software Robotics was introduced by - ICICI 

 World‟s first bank to deploy a robot for customer service – HDFC 

Bandhan Bank 

 Bandhan Financial Service Limited was founded in 2001 and it is the largest micro 

finance organisation in India 

 BFSL got banking license from RBI in 2014.  

 Bandhan Bank was inaugurated on August 23, 2015 by Unian Finance Minister 

Arun Jaitley at Kolkata. 

 Bandhan is the first bank to be set up in eastern part of India after independence. 

 Asok Kumar Lahiri is the first Chairman of Bandhan Bank. 

IDFC Bank 

 IDFC received a universal banking license from the Reserve Bank of India (RBI) in 

July 2015. Its headquarters is in Mumbai.  

 The bank was inaugurated by Prime Minister Narendra Modi in October 2015.    

MUDRA Bank 

 Micro Units Development and Refinance Agency Bank (MUDRA Bank) is a public 

sector institution launched by Prime Minister Narendra Modi on  April 8, 2015 

 It provide loans at low rate to micro - finance institution and non - banking - 

financial institutions which then provide credit to Micro, Small, Medium Enterprises 

(MSMEs) 

 Mudra Bank was set up under the Pradhan Mantri MUDRA Yojana. 

 MUDRA will initially be registered as a company and function as a non - banking 

financial institution. 

 The bank will categorise the clents in to three categaries and allot maximum loans 

based on these categories 

 Shishu  :  Allows loans up to Rs. 50,000 

 Kishore  : Allows loans up to Rs. 5 Lakhs 

 Tarun  : Allows loans up to Rs. 10 Lakhs 

Private Banks 

 Private Banks in India are owned and operated by private players.  

 Private banks are broadly classified into two: Old Private Sector Banks and New 

Private Sector Banks.  

 The Banks that are not nationalised at the time of bank nationalisation that took 

place during 1969 and 1980 are known as old private sector banks.  
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 The bank that started operation after the New Economic Policy of 1991 are called new 

private sector banks 

 Banking Regulation Act was amended in 1993 to permit the entry of new private 

players in Indian banking sector.  

 RBI in 2014 granted „in principle‟ approval to two applicants viz IDFC Limited and 

Bandhan Financial Service Private Limited, to set up banks.  

 Old Private sector banks are: Catholic Syrian Bank City, Union Bank, Dhanlaxmi 

Bank, Federal Bank, Jammu and Kashmir Bank, Karnataka Bank, Karur Vysya 

Bank, Lakshmi Vilas Bank, Nainital Bank, Ratnakar Bank Limited, South Indian 

Bank, Tamil Nadu Mercantile Bank.  

 New Private sector Banks are: Axis Bank,  DCB Bank Ltd,  HDFC Bank,  ICICI Bank,  

IndusInd Bank,  Kotak Mahindra,   Yes Bank,   Bandhan Bank, IDFC Bank. 

 

Internet Banking and Core Banking 

 Banking transactions done with the help of internet is called internet banking.  

 The centralised system established by the bank which allow customers to conduct 

their transactions in any branch of the bank is called core banking.  

Foreign Banks 

 Foreign banks are allowed to operate in India through a single mode of presence, i.e, 

either branch mode or a wholly subsidiary mode, after submitting relevant 

information to the RBI 

 As on January 2018, there are 45 foreign banks from 24 countries operating in India.  

 The presence of foreign banks in India declined in terms of number of branches and 

employees. Foreign banks had 317 branches in 2015-16; it has reduced to 286 in 

2016-17.   

 Standard Chartered Bank, a British bank has largest number of bank branches in 

India (100), followed by  Citibank (35) and HSBC (26).   

LEAD BANK SCHEME  

The Study Group headed by Prof. D. R. Gadgil (Gadgil Study Group) in 1969 drew 

attention to the fact that commercial banks did not have adequate presence in rural 

areas and also lacked the required rural orientation. A Committee of Bankers on Branch 

Expansion Programme of public sector banks appointed by Reserve Bank of India under 

the Chairmanship of Shri F. K. F. Nariman (Nariman Committee) in 1969 recommended 

that each publis sector bank should concentrate on certain districts where it should act 

as a 'Lead Bank‟. Based on its recommendation, Lead Bank Scheme was introduced by 

Reserve Bank of India in December 1969. Under this, a particular bank is assigned the 

lead bank responsibility of the district. In 2009, a High Level Committee headed by Smt 

Usha Thorat reviewed this scheme and decided to continue this scheme. The lead banks 

are advised to ensure that private sector banks are more closely involved in the 

implementation of the Lead Bank Scheme.  
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Universal Banking 

 Universal banking is a system of banking where banks undertakes all kinds of 

financial activities and provide financial services such as insurance, housing finance 

mutual funds etc. 

 In other words, universal banks are allowed to perform all banking, financial and 

related business activities. 

Merchant Banking 

 A merchant bank is a company deals mostly international financing activities such as 

foreign corporate investing, trade finance etc.  

 They are experts in international trade but it does not provide regular banking 

services to general public 

Payment Bank 

 Payment Bank is a new concept introduced by RBI to enhance financial inclusion.  

 Nachiket Mor committee appointed by RBI in 2013 suggested for the formation of 

Payment Banks in India.  

 Payment banks will target poor citizens, low-income households, migrant labourers 

and small business, offering savings accounts and low-cost transaction services. 

 The main difference between payment banks and Traditional banks is that former 

can only receive deposits; they cannot offer any financial products, such as loans 

or credit cards. 

 They can enable transfers and remittances through a mobile phone and can issue 

debit cards. Payment Banks can only accept deposits of up to Rs 1 Lakh per 

customer. 

 Reserve Bank granted in-principle approval to 11 payment banks in 2015. 

 First Payment bank launched was Airtel Payment Bank. India Post Payments Bank 

is the second payment bank to launch its operations.  

COOPERATIVE BANKS 

 Cooperative banking sector plays an important role by providing financial services to 

agricultural and allied activities, small scale industries and self employed workers. 

 Cooperative banks are key instrument of financial inclusion in reaching out to rural 

areas. 

 Regulated by the Reserve Bank of India, they are governed by the Banking Act of 

1949 and Banking Laws (Application To Co-Operative Societies) Act, 1965.  

 Cooperative credit institutions can be broadly divided into Urban Cooperative banks 

(UCB) and Rural Cooperative Credit Institutions.  

 Urban Cooperative Banks cater to the financial need of customers in urban and 

semi-urban areas. Until 1996, these banks were authorized to lend money for non-

agricultural purposes only, but not now.  

 Banking activities of Urban Cooperative Banks are monitored by RBI. 
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 Rural Cooperative Credit Institutions are primarily mandated to ensure flow of credit 

to agricultural sector. It comprises short-term and long-term cooperative credit 

structures. 

Short-term Credit  

 The short-term credit structure operates with a three-tier system 

 Primary Agricultural Credit Societies (PACS) - at village level 

 District Central Cooperative Banks (DCCB) - at district level 

 State Cooperative Banks (SCB) - at state level 

 PACS are outside the purview of Banking Regulation Act, 1949 and hence not 

regulated by Reserve Bank of India. 

 The PACS‟s funds derive from the share capital and members‟ deposits and loans 

from cooperative central banks. The debt powers of members and society are fixed. 

Loans are granted to members for the purchase of livestock, fodder, fertilizers and 

pesticides. 

 The District Central Cooperative Banks (DCCB) provides loans only to Primary 

societies within the limits of the company‟s debt capacity. The Central Co-operative 

Banks raise funds by way of share capital, deposit from public, borrowings from the 

state cooperative banks, grants from the Government and loans. DCCBs acts as a 

balancing center to its member societies. By this process the surplus resources of 

PACS are pooled by the central bank and disbursed to the needy societies. 

 The State Cooperative Bank (SCB) is a federation of the central cooperative bank and 

acts as custodian of the cooperative banking structure in the State. Its funds are 

obtained from the social capital, deposits, loans and overdrafts of the Reserve Bank 

of India. State-owned cooperative banks lend money to cooperative central banks and 

to primary companies.  

 NABARD is the financing agency for cooperatives through State Co-operative Bank.  

 Some of the state governments already switched over to two tier structure doing away 

DCCBs. Kerala Government has recently decided to do away with DCCBs by merging 

with State Cooperative Bank to make Kerala Co-op Bank. 

Long-term Credit  

 The long-term structure can be divided into 

 State Co-operative Agriculture and Rural Development Banks (SCARDBs) – 

at State level  

 Primary Co-operative Agriculture and Rural Development Banks (PCARDBs) 

– at Village level  

 The total No. of SCARDBs are 17; of which 8 have Federal Structure, 7 have Unitary 

Structure and 2 have Mixed Structure  

 Under federal structure, individual borrowers are members of primary units, or 

PCARDBs which, in turn, are federated into state level SCARDB in each given state.  

 Under unitary structure, there will be a single state level institution which operates 

through a branch network. Under mixed structure, there will be both PCARDBs and 

branches of SCARDBs.  



KAS - INDIAN ECONOMY  TALENT ACADEMY 

Page | 13  
 

 National Cooperative Agriculture and Rural Development Banks Federation Ltd is 

the apex level organization of Agriculture & Rural Development Banks of the sector. 

The Federation was set up in 1960 and is administered under the Multi-State 

Cooperative Societies Act, 2002. 

 

 
 

POINTS TO REMEMBER 

 Robert Owen is considered as the father of Cooperative movement. 

 The Co-operative Credit Societies Act, 1904 led to the formation of Cooperative Credit 

Societies in both Urban and Rural areas. 

 The Act was based on the recommendations of Sir Frederic Nicholson , deputed by 

Government of Madras to probe into possibility of forming cooperation in India (1899)  

 Sir Frederic Nicholson is considered as the Father of Co-operative movement in India. 

 Farming Commission Report in 1901 also recommended the starting of cooperative 

credit societies 

 The Cooperative Societies Act of 1912, further gave recognition to the formation of 

non-credit societies and the central cooperative organizations. 

 the Constitutional Reforms in 1919 and the recommendations of various committees 

such as Royal Commission on Agriculture (1928), Committee on Cooperative 

Planning (1945), during the British regime contributed a lot in shaping the 

organisational structure of cooperatives.  

 In 1965, RN Mirdha Committee on Cooperation submitted its report and 

recommended to set up a National co-operative Bank and to give more Co-operative 

training and education to people.  
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NARASIMHAM COMMITTEES 

 The first Narasimham Committee was appointed by the Government in 1991 to 

analyze all factors related to financial system and give recommendation to improve its 

efficiency and productivity It is also known as Narasimham –I.  

 It was appointed in August 1991, against the backdrop of the Balance of Payment 

Crisis. Narasimham –I examined all aspects relating to the structure, organisation, 

functions and procedures of the financial system. 

 The committee submitted a comprehensive report in 1991.  

 It recommended for: 

 the reduction of Statuary Liquidity Ratio(SLR) and Cash Reserve Ratio(CRR)  

 deregulation of interest rates  

 Phasing out Directed Credit Programmes 

 Structural Reorganization of Banks 

 Liberalization of Capital Markets and other measures to improve the 

competitive efficiency in banking sector.  

 Government of India appointed Second Narasimham Committee in 1997 to review the 

implementation of the banking sector reforms since 1992. Narasimham - II submitted 

the report in 1998 

 Recommendations of Narasimham – II are: 

 There should be a three-tier structure in the banking sector 

 Committee has also supported that two or three large strong banks be given 

international or global character 

 Recommended the merger of strong banks which will have a “multiplier effect” on 

industry 

 Committee recommended 'Narrow Banking Concept' under which weak banks 

will be allowed to place their funds only in short term and risk free assets, to 

reduce the risk of non-performing assets 

 Government should raise the prescribed capital adequacy norms which would 

improve Risk absorption capacity 

 Greater autonomy was proposed for the public sector banks in order for them to 

function with equivalent professionalism as their international counterparts.  

 Committee recommended GOI equity in nationalized banks be reduced to 33% for 

increased autonomy 

 Committee recommended to review and amend main laws governing Indian 

Banking Industry such as RBI Act, Banking Regulation Act, State Bank of India 

Act, Bank Nationalization Act, etc. 

 Committee recommended a proper system to identify and classify Non-Performing 

Assets (NPAs)  

 To implement these recommendations, the RBI in Oct 1998, initiated the second 

phase of financial sector reforms on the lines of Narasimham Committee-II report 

 Committee's recommendations let to introduction of a new legislation in 2002, 

Securitisation and Reconstruction of Financial Assets and Enforcement of Security 

Interest Act, 2002 
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BASEL NORMS 

 The Basel Committee on Banking Supervision (BCBS) is a forum for regular 

cooperation on banking supervisory matters.  

 It was established by the Central Bank Governors of G-10 Countries in 1974. 

 Its main objective is to strengthen the regulation, supervision and practices of the 

banks worldwide with the purpose of enhancing financial stability.  

 Basel I refers to the deliberations by Central bank Governors of G-10 countries in 

1988. Basel I primarily focused on credit risk and set a minimum capital requirement 

for banks. It called for a minimum ratio of capital to risk weighted assets of 8% to be 

implemented by 1992.  

 Basel II accord published in 2004 known as Revised Capital Framework replaced 

Basel I.  

 Basel III was agreed upon by the members of Based Committee and introduced from 

2013 to 2015. It was intended to strengthen bank capital requirements by increasing 

liquidity and decreasing bank leverage.  

CREDIT RATING 

 Credit Rating means the assessment and evaluation of credit risk associated with a 

financial instrument or an entity (an individual, a business, company or a 

government)  

 This concept was first introduced by John Moody in USA (1909). It was introduced in 

India in 1988 by ICICI and UTI jointly.  

 CRISIL (Credit Rating Information of India Ltd), ICRA (Investment Formation and 

Credit Rating Agency of India Ltd), CARE (Credit Analysis and Research Ltd), ONICRA 

(Onida Individual Credit Rating Agency of India Ltd), and SMERA (Small and Medium 

Enterprises Rating Agency) are the major credit rating agencies of India. 

BANK BOARDS BUREAU 

 Government of India Constituted Bank Board Bureau in 2016 

 It was formed under the recommendation of the Committee to Review Governance of 

Boards of Banks in India under the chairmanship of P.J. Nayak. 

 It was tasked to improve the governance of public sector banks, recommend heads 

and board level appointments of government owned banks and financial institution 

and advise the government on strategies for raising funds as well as mergers and 

acquisitions. 

 BBB is headquartered in Mumbai. Vinod Rai is the first Chairman of BBB 

GOIPORIA COMMITTEE  

The Committee appointed by the Government to recommended for improvement in bank 

customer service. It was chaired by M.N. Goiporia, Chairman of SBI. They submitted 

report in 1991.  
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BANKING OMBUDSMAN SCHEME 

  Banking ombudsman is a quasi judicial authority appointed by Reserve Bank of 

India to redress customer complaints against deficiency in certain banking services.  

 There are 20 Banking Ombudsman offices in the country at present.  

 The Banking ombudsman scheme was first introduced in 1995 and revised in 2002. 

The current scheme came into effect in 2006.  

 All scheduled commercial banks, Regional Rural Banks, and scheduled Primary 

Cooperative Banks are covered under this scheme. 

AUTOMATED TELLER MACHINE (ATM) 

 RBI defines ATM as ‘a computerized machine that provides the customers of banks the 

facility of accessing their account for dispensing cash and to carry out other financial & 

non-financial transactions without the need to actually visit their bank branch.’ 

 The idea of ATM was first put forwarded by Luther George Simjian 

 The first ATM was invented by John Shephered Barron 

 The first bank to introduce ATM in India - H.S.B.C.(Mumbai 1987) 

 World‟s first floating ATM was set up by ‘State Bank of India’ (in a Jhenkar boat 

operating between Kochi and Vypeen in 2004)  

 The World‟s highest ATM is located in Pakistan (In Khunjerab Pass) (National Bank of 

Pakistan) 

 Highest ATM in India is located at - Nathu-la-pass in Sikkim (at Thegu) (Axis Bank 

ATM) 

 First anytime milk ATM established at Anand (Gujarat) 

 First post office savings bank ATM established at - Chennai 

 First Indian Warship to have an ATM onboard with the help of Satellite is INS 

Vikramaditya (SBI  ATM). 

 Banks extended ATM services, offering them in multiple languages, adding bill 

payment, ticket payment and other financial services.  

Labels of ATM  

 There are three types of Automated Teller Machines based on its ownership and 

management.  

o Banks own ATM: ATM was owned and operated by a particular bank. They may 

allow other bank‟s ATM card by charging a transaction fee.  

o Brown Label ATM: Here ATM is owned by a third- party, but operated by the bank 

itself. The concerned bank will handle cash dispensation and backend 

connectivity.  

o White Label ATM: Here ATMs are owned and operated by a third party (a non-

bank entity). They serve customers of all banks and are interconnected with the 

entire ATM network of the country. Non-bank ATM operators are authorized under 

Payment & Settlement Systems Act, 2007 by the Reserve Bank of India.  
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Big Fours: SBI, ICCI, Punjab National Bank and HDFC are collectively known as Big 

Four. Internationally the term „Big Four‟ is used to refer four major central banks such 

us Federal Reserve, The Bank of England, The Bank of Japan and The European Central 

Bank. 

Headquarters of Nationalised Banks 

 Andhra Bank    - Hyderabad 

 Allahabad Bank    - Kolkata 

 Bank of India    - Mumbai 

 Bank of Baroda    - Vadodhara 

 Bank of Maharashtra  - Lokmangal (Pune) 

 Canara Bank    - Bengaluru 

 Corporation Bank    - Udipi 

 Central Bank of India  - Mumbai 

 Dena Bank    - Mumbai 

 Indian Bank    - Chennai 

 Indian Overseas Bank  - Chennai 

 Oriental Bank of Commerce -  New Delhi 

 Punjab National Bank  - New Delhi 

 Punjab Sind Bank    - New Delhi 

 Syndicate Bank    - Manipal (Karnataka) 

 Union Bank of India  - Mumbai 

 Uco Bank    - Kolkata 

 United Bank of India  - Kolkata 

 Vijaya Bank    - Bangalore 

 Bharathiya Mahila Bank -  New Delhi 

SLOGANS OF BANKS 

 State Bank of India: „Pure banking nothing else‟, „with you all the way‟, „The Bank 

of the common Man‟, „The Nation Bank on us, The banker to every Indian‟  

 Federal Bank : „Your Perfect Banking Partner‟ 

 Bank of India: „Relationship beyond Banking‟ 

 HDFC Bank : „We understand your world‟ 

 UCO Bank : „Honours your Trust‟ 

 ICICI Bank : „Khayal Apka‟ 

 Syndicate Bank : „Faithful and Friendly‟ 

 Canara Bank  : „Together we can‟ 

 Punjab National Bank : „The name you can bank upon‟ 

 Vijaya Bank  : „A friend you can bank upon‟ 

 Bharathiya Mahila Bank : „Empowering women, Empowering India‟ 

 HSBC Bank : „The worlds local bank‟ 

 South Indian Bank: „Experience Next Generation Banking‟ 

 IDBI : „ Banking for all; „Aao Sochein Bada‟ 
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Know Your Customer (KYC) Norms  

 To prevent money laundering through the banking system, the Reserve Bank has 

issued „Know Your Customer‟ guidelines. Banks are required to carry out KYC 

exercise for all their customers to establish their identity and report suspicious 

transactions to authorities. 

National Housing Bank (NHB) 

 National Housing Bank was set up on July 9, 1988 under the National Housing 

Bank Act, 1987 as a wholly-owned subsidiary of the Reserve Bank to act as an apex 

level institution for housing. 

 NHB has been established to achieve the following objectives:   

 To promote a sound, healthy, viable and cost effective housing finance system 

to all segments of the population  

 To integrate the housing finance system with the overall financial system. 

 To promote a network of dedicated housing finance institutions to adequately 

serve various regions and different income groups.   

 To make housing credit more affordable.   

 To regulate the activities of housing finance companies 

 

 


