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Introduction:

I

Nutionalisation of imperial bank of India in1955 created @ way for the cenurad voverneit

entered in banking business. In 1909, fourteen large banks were nationubised o o

sIx more banks were taken over by the government. These nationulised buatihs e

PSBs(Public Sector Buanks). The total deposits of these banks crmounied o arouii

creres. This move led o a further increase in the number of branches m the market,

Q194 ot N ame sale . .
1% of the total branch network of the country. The objectives behind nationalisaiion were L

smash the ownership and control of banks by the business families. to prevent the conventri.

of wealth and economic power to specific group, to mobilise savings from masses frol
of the country, to cater to the needs of the priority sectors.

For the smooth functioning of any sector there should be soine standardizeor .
siould have cermun regulatory guidelines e folles oy bansnie i,
drctices wid growing performance. Henee, reguitalion o bumiiing Sosion s
aupet sttbes the positon ot PSBs m India and reguiatony masiose b dale

i Ty study the position of PSBs in India.

9 Po understand the need for bankmy regulations

3. o study the statutes for regulation of banks in India
Viediodotozy:
“The paper 1s based on secondury data cotlected from various buobas, jouiial.
authors,
position of PSB: ‘
i financial secior, banking sector is dommating. The PSBs. ot

wide presence. continued to be domi ating to be the leader withn the bankn

banking mdustry \s dominating in fnancal sector contnbunng e 33%: i

followed by Non Buanking Financial Corporation (NBFC) Housing s
only 3¢o ot Market Share.
Out of 33% oI Lurking mdustry. PSBs bave market siuire of 63%. {sliawed by

hanks which have 16% market share. Foreign banks have oniy 4%, ol mdrkel share

a arge aumber of ‘)l‘\‘l S Ot m',\. 19 oSl cuan Sherd

indian banking sector features a l
(0 banks aeco anted for s

Finuncial Position ol P5Bs:

Econoniic liberalisation and subscguent economic groavth along wita 2oy

T w1 1id . . bt b o e e = 2 3
helped banks grow sl rapid buce vivwing wubie cxplain . i

geclor

[ndia

a significant 57% share of the totsl credit as on Muarch 31, 20t
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Vable No.
Pinapeial Position of PSR

Amount in Crore
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Source: Pr "..k, ol'b .ml\s "'1u ] 31 [ru.\ (.d rmm WWW. rb: .org

: :
iniernretation:

i Adlindieators in above table shows increasing trend.
T Iavestment and advances has increased by 42% and 49% respectively i 207314 from

OeON-00
Lty of PSB showing inereasing trend over the period of S years.
‘,'.;\--.?._::w: ,\:':[ tion:
on tohroadost sense includes estabiishing speciiic rules of behaviour o regaiatory
vovcet per s montorig o tackimg observance of behaviour and supervision or oversight of
Al e vt specie mules i the overall behaviour ajong with disincentives and nenal
(REAE R Fa RIS R ! | e

Fhe reculatien of hapkimy scctor has evolved as an instrument ol planned development.
cieh 1 =ituation the ebjectives are mobilisation of savings, and aliocation of nvestible

sH]

~sovrces manlv through public sector and/ or administered prices of financial products.

For e smocth functioning of any scctor there should be some standardised framework. It
<hould have certain regulatory guidelines to follow by banking unit for sound business practices

and erowing performance.

Shyectives of Bank Reguiations:
C e are the most common obicetives of banking regulation:

(e set up prudential regulations. These regulations helps to reduce the level of risk to

which bank creditors are exposed (i.c. to protect depositors)
\ Qustem risk reduction focuses to reduce the risk of disruption resulting from adverse

tracing conditions for hanks causmg multiple or major bank fatlures. To reduce and

void misuse of banks for crimial purposcs, e.g. laundering the proceeds of erime.
aveld Mitst A€ : : ) o
.+ nank regulation helps to protect banking confhidentiality.
N HBANK ey gl §
. Reulation can help 10 achieve zoal of financial inclusion. Credit allocation o da
‘ (G A gricuiture. MSME industries.

credit to favoured sectors. &g =~
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> IUmay also include rules about treating customers fairly and having corporate social

responsibility.
Need for Banking Regulation:

Process of economic development of any country is depending on stability of bunks Su it s
important to have banking discipline. Undoubtly there is relation between bunk bebuviour ané
cconomic stability. Contribution of banking scctor in ceonomic development. whethier aeaai
or positve or neutral. strongly depends on the structure of banking systeni wWincie is priiaii

shaped by Tegislanon and government policies.

Expenience over long period of years proved that banking system will not function satistactority
without the supervision and regulation by central bank or government, whether in developed o
underdeveloped country.

Concept of banking law:

There is variation in banking law as per country. Some country has single authurity us regubu

where as 1in some country situation 1s contradictory.

[t India 1t ts not possible to reter to a single {aw as the faw and this Lus i«
vartous sources. his position is not oniy i India but alse m Engluna 1he Inca
followed the English pattern. So the banking law is to be analysed froin varous iczal poo.

1y 1

The term banking Law means which includes all those branches of faw whiciare connedted o

the banking business. The important act for banking regulations is KB act and by
regulation act. Other important acts closely related to banking are Negonable fustiaens s
Transter of property Act, Partnership Act, Companies Act. Insolvency Act, Bank Nutonulviiaor <
Act

Statutes relevant for regulation of banks:

4. RBILAct, 1934 -
The RBI is the central bank of India It is the higher authority which reguiates the buak

in terms of the elaborate provisions of the Banking Reguiations Act it aiso exercies }

tew rmportant powers under the RBY ACL 1t commenced ts Goeralions one - apil 198

during the British Rule in accordance with the provision of the RBIL Act, 1934 =
b Banking Regulation Act, 1949

The Banking Keguiation Act, 1949 is legisiation that regulutes wil banking finne w lade

Imtiaily the Act was passed as banking Companies Act, bul, m 1903 11w wnendad

muke it applicable to cooperative banks and to niroduce other chunges

Powers conferred by Banking Regulation Act on RBIL:
| Section 2! of the act confers power on RBL To detennine the policy 1 relation

advances to be followed by banking companics. Subsection (2; ol that sectio
empowers the RBI to issue dircctions o baaking companics

which adviiices may or may not be piade Phis section s e s
»  Section 22 of the act lL‘t]Llil‘L‘.\- CVeTy :'L'!‘.LL.:: SOURMEMIN lor i & z .

N 1

RBI1 for camrymng on or COMINDCING DURKIGY DUSiiens 0 ik
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intended t check the growth of unsound banks and to arrest indiscrimunate floating
ot mushroom banks. The RBI i« also empowered to cancel a licence alveady granted

Vo per amendment mo 1965 BB s empowered t cegulate the appomtmeni and
remuneration of thie senior officers of banks, further it empowers RBI to remove

trom ottiee the Chinrman of chicl executive ofticers o1 banking companies. 1t such

person found guilty.
Lo The RBL s empow ered to mspect any hanking company al any tune o cnsure iiselt

ihont the ‘C{l“l:‘l_‘.”.-_"'\' periormance o1 the ;‘csponﬁ[bmijus of the hanking company
concerned. This 1s particularly useful to promote sound banking methods among the
panking companies.

S The EBI s authorizsed to caution any individual bank or banks gencrally agamst a

narticular rransaction or a class of transaction or to offer advice.

55 5

The RBI may, apply to the high court tor the winding up of any banking cempany, 1f
it thins necessary.

According to section 36 of the Act, the RBI is required to make an annual report of
the contrai government on trend and progress of banking in the country,

Fhe provision relating to amalgamation of banks is an important onc. The act

cquires any scheme of amaigamation to be approved by RBi. RET dees not sanctien
nv scheme of amaigamation
b L

Certain returns are also reguired to be sent o RBI by banks such as monthly retarn of

liguid assets and Hahilities. Section 24(3). quarterly return of asscts and Labilities in

India {25). return of unclaimed deposits i.e. 10 years and above ‘26) and monthly

return of assets and liabilities (27-1)

Conclusion:

iAoy fromework the banks can not fuictions properly. o smash the owpership ana contre

'}

Thic pancr is an aliempt to understand the current scenario of PSB as well as finarciad

ot the Banks For smooth working of any bank. banking regulatton i musi Wil g

f

mie iy the husiness fanulies, o prevent the concentration ol wealth and cconomic power to

il
aect e cronp. fe mobilise savings from masses from all parts of the country, to cater 1 the
aeed s of the nrority sectors, banking regulation act was passed in India and 1t has proved o he

aeeful for regulated functioning of PSBs.
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