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ABSTRACT: 

Banking sector is treated as the backbone of the Indian 
economy. The task of banking industry is particularly vital as 
one of the leading and mostly essential service sector. The 
banking sector, being the indicator of the economy, is 
reflective of the macro-economic variables. While the Indian 
economy is yet to catch strength, the Indian banking system 
continues to deal with improvement in asset quality, execution 
of sensible risk management practices and capital adequacy. 
The paper focuses on the impact of reforms and analysis in 
Indian banking system. The Indian banking system consists of 
26 public sector banks, 25 private sector banks, 43 foreign banks, 56 regional rural banks, 1,589 urban 
cooperative banks, 93,550 rural cooperative banks, in addition to co-operative credit institutions. The 
purpose of this paper is to study the performance of banking industry in India.  
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INTRODUCTION 
 Beginning around 1991, the Indian monetary framework has gone through extremist change. 
Changes have adjusted the hierarchical construction, possession example and area of activities of banks, 
financial establishments and Non-banking Monetary Organizations (NBFCs). The primary core of 
changes in the financial area was the formation of productive, stable financial foundations and markets. 
Changes in the banking and nonbanking areas zeroed in on establishing a liberated climate, reinforcing 
guaranteeing the prudential standards and the administrative framework, changing the proprietorship 
design and expanding contest. Narasimham Board of trustees Report on Financial Area Changes, the 
panel on Monetary framework (CFS), prominently known as Narasimhan advisory group was set up in 
1991, to suggest for achieving fundamental changes in monetary area. Narasimhan Panel evaluated and 
recognized the achievement and progress of Indian banks since the significant banks were nationalized 
on nineteenth July, 1969. Sadly, the advancements were seen exclusively in the field of development 
and spread of bank offices, age of immense business and assembly of reserve funds as opposed to 
progress in productivity. Other than defilement, extortion, ill-advised usage of public cash, obsolete 
innovation were viewed as significant downsides in the genuine advancement of the banks. The 
Assembled Front Government selected Narasimham advisory group to audit the advancement of 
changes in the financial area. The advisory group presented its report to the then Money Pastor on 23rd 
April, 1998. The primary target of the Financial Area Changes Council was to lay out major areas of 
strength for a, and profitable banking arrangement of the worldwide norm. 
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The change measures have achieved far reaching developments in this basic area of the India's 
economy. Execution of the financial area has influence across the length and broadness of the economy. 
The significant financial area changes involves adjusting the arrangement structure; working on the 
monetary sufficiency and validity of banks; establishing a cutthroat climate, and fortifying of the 
institutional system. The financial area change means to upgrade effectiveness and efficiency through 
contest were started and sequenced to establish an empowering climate for banks to beat the outer 
imperatives which were connected with directed design of loan fees, elevated degrees of pre-emption 
as hold necessities, and credit portion to specific areas. An endeavor has been made in this paper to give 
a concise outline on execution of the Financial Area in India. 

 
 LITERATURE REVIEW: 
 Arora and Kaur, (2006) expressed that financial area in India has given a positive and 

empowering reaction to the monetary area changes. Passage of new confidential banks and 
unfamiliar banks has stirred up open area banks to rivalry. Changing monetary situation has 
opened up open doors for the banks to extend their worldwide presence through self-extension, key 
partnerships, and so on. Banks are redirecting their emphasis on retail banking in order to 
accomplish admittance to minimal expense reserves and to venture into somewhat undiscovered 
potential development region. 

 Sanjeev Kumar, (2010) in his Proposition about "Execution estimation frameworks in Indian 
Financial Area" and discoveries in regards to execution estimation framework in Indian Financial 
Area in CAMELS structure made sense of that CAMEL structure is a significant presentation 
estimation framework in view of various proportions used to figure out positioning of the banks. 
CAMEL Model includes calculation of different proportions under Capital Ampleness Resources 
Quality, The executives Proficiency, Acquiring Quality and Liquidity of the banks. Various banks 
might utilize various proportions (relationship) for every variable of CAMEL Model to figure out 
positioning of different banks. CAMEL Model is essentially a proportion based Execution Estimation 
framework which depends on monetary measures for estimating the presentation of the banks. 

 Shivamagi (2000) in his article examined the changes expected in provincial banking. That's what 
he contended albeit country banking in India has gained colossal quantitative headway, its quality is 
an alternate matter. He further expressed that to be reasonable for and powerful in India, a rustic 
financial framework ought to have the option to usable at the town level, advance a tailor made 
bundle of credit with a utilization part and intently manage its dispensing to an enormous number 
of ranchers in changed towns and give specialized direction and showcasing joins. He presumed 
that the strategy creators ought to give push to supporting of extraordinary abilities in 
organizations, a positive administration mentality and a culture helpful for solid country banking. 
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 Singh and Das, (2002) attempted to survey the financial area changes presented in India. They 
found that the different changes embraced throughout recent years were to be sure age making and 
given the establishment to a productive and well-working monetary framework consequently 
working with the following phase of the changes. They believed that Human Asset Improvement, 
Innovation, Modern Relations and Client care are the four mainstays of the financial arrangement 
representing things to come. 

 Shete (2003) examined need area advances of banks during the post change time frame. He found 
that the need area advances of banks have descended significantly during the post change time 
frame, notwithstanding the extension of degree/areas of need area definition. Countless PSBs can't 
arrive at the recommended focus of loaning to horticulture and more fragile segments. The little and 
negligible ranchers kept on being both credit and request obliged. 

 
OBJECTIVES OF THE STUDY:  
Coming up next are the particular targets of the review: 
• To have a concise an outline of the changes started after 1991 in Indian financial area. 
• To assess the general situation of banking framework in India 
• To concentrate on the development and Execution of banking area in India. 
 
DATA COLLECTION:  

The wellsprings of the auxiliary information are bank's monetary record, RBI distributions, 
distributed information of banks, financial review and different reports of administration of India, 
distributed and unpublished exploration works of different prominent researchers in the field. 

 
STRUCTURE OF BANKING SECTOR IN INDIA: 

The financial arrangement of a nation assumes a significant part in the monetary improvement 
of any country. Banking framework contains from the national bank to all financial foundations which 
are working and giving monetary offices to any formative area like horticulture, enterprises, exchange, 
lodging and so on. Under the Indian financial construction national bank for the sake of the Hold Bank 
of India which manages, coordinates and controls the financial establishments. Separate organizations 
are working to meet the monetary necessity of the various areas of the economy 
 

 
 

Figure 2 Stricture of Indian Banking System Indian Banking System- Reserve Bank of India 
(Central Bank and Monetary Authority) Commercial Banks: 
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Business banks activate reserve funds of overall population and make them accessible to huge 
and little modern and exchanging units chiefly for working capital prerequisites. Business banks in 
India are to a great extent Indian-public area and confidential area with a couple of unfamiliar banks. 
The public area banks represent in excess of 92% of the whole financial business in India-possessing a 
predominant situation in the business banking. The State Bank of India and its 7 partner banks 
alongside another 19 banks are the public area banks. 
 
Regional Rural Banks:  

The Territorial Country Banks (RRBs) the most current type of banks, appeared in 1970s 
(supported by individual nationalized business keeps money with) the target of creating provincial 
economy by giving credit and store offices to farming and other useful exercises of various sorts in 
rustic regions. The accentuation is on giving such offices to little and minimal ranchers, farming 
workers, country craftsmans and other little business visionaries in rustic regions. 

 Co-employable Banks: Co-employable banks are purported in light of the fact that they are 
coordinated under the arrangements of the Co-usable Credit Social orders Demonstration of the states. 
The significant recipient of the Co-employable Banking is the agrarian area specifically and the rustic 
area overall. The co-employable credit organizations working in the nation are basically of two sorts: 
agrarian (predominant) and non-horticultural. 
                          There are two separate co-employable organizations for the arrangement of horticultural 
credit: one for short and medium-term credit, and the other for long haul credit. The previous has three 
level and government structure. At the pinnacle is the State Co-usable Bank (SCB) (Co-activity being a 
state subject in India), at the moderate (locale) level are the Focal Co-employable Banks (CCBs) and at 
the town level are Essential Farming Credit Social orders(PACs). Long haul agribusiness credit is given 
by the Land Advancement Banks. The assets of the RBI implied for the agribusiness area really go 
through SCBs and CCBs. Initially situated in provincial area, the helpful credit development has now 
spread to metropolitan regions additionally and there are numerous metropolitan co-usable banks 
going under SCBs. 
 
TRENDS OF INDIAN BANKING SECTOR : 

The customary elements of banking are restricted to acknowledge stores and to give credits and 
advances. Today banking is known as creative banking. Data innovation has led to new developments in 
the item planning and their conveyance in the banking and money ventures. " Tap", "snap" and "swipe"- 
these are the new hints of cash. Current innovation is quick; supplanting paper with PC documents, 
bank employees with robotized teller machines (ATMs) and file organizers with server racks. Current 
financial area has concocted a ton of drives that situated to furnishing a superior client administrations 
with the assistance of new innovations. Indian financial area today has the very feeling of fervor and 
opportunity that is proof in the Indian Economy. The going advancements in the worldwide business 
sectors offer such countless open doors to the financial area. In the serious financial world, 
improvement step by step in client administrations is the most valuable apparatus for their better 
development. Bank offers such countless changes to get to their banking and different administrations. 

 
REFORMS INITIATED AFTER 1991:  
A brief overview of some of the reforms initiated in Indian banking after 1991 is as under:  
 
Mergers: As to the construction of the financial framework, the Board was of the view that the banks be 
rebuilt by making 3-4 enormous banks (counting SBI), which would become global in character, 8-10 
public keeps money with organization of branches all through the nation participated in widespread 
banking, neighborhood banks whose tasks would be by and large restricted to a particular district, and 
country banks whose activities would be bound to the rustic regions and whose business would be 
transcendently taken part in funding of horticulture and unified exercises. Presumably, a few 
consolidations occurred in confidential area however no headway in this regard has been put forth in 
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defense of public area banks with the exception of that a misfortune making bank; NEWBK has been 
converged with PNB in 1993. 
Phasing Out Directed Credit: Need area ought to be re-imagined and the objective for this re-imagined 
area ought to be fixed at 10% of total credits, liable to taking a survey following 3 years. The Public 
authority has chosen not to decrease the degree of need area loaning from 40%, albeit the need area 
definition has been broadened to incorporate specific classifications of advances, which were until 
recently not a piece of need area prior. 
Transparency: The Advisory group suggested that the monetary records of the banks and monetary 
foundations ought to be caused straightforward and full divulgences to be made yet to be determined 
sheets as suggested by the Global Bookkeeping Norms Board. Appropriately, RBI altered the 
organization w.e.f. Walk 1992 and the banks are setting up their monetary records according to the 
adjusted configuration. During 1996-97, more huge increments, for example, separation of Vehicle, 
arrangements made for the year, NPA rate, and so on. were presented. During 1998, the banks have 
been additionally coordinated to uncover seven basic proportions connecting with efficiency and 
benefit: Capital Sufficiency Proportion Level I and Level II, Net NPAs to Net Advances, Interest Pay to 
Working Assets, Non-Interest Pay to Working Assets, Working Benefits to Working Assets, Return on 
Resources, Business per Worker and Benefit per Representative. The Bookkeeping Norms AS-17, AS-18, 
AS-21 and AS-22 were likewise made material to banks, w.e.f. 31.03.2003. 
Customer Service: Banking Ombudsman Plan 1995 was presented in June 1995 which was modified 
by RBI and came into force from first January, 2006. The degree and extent of the new plan is more 
extensive than the prior plot. The new plan likewise accommodates online accommodation of 
objections. The new plan also accommodates the establishment of an investigative expert for giving 
degree to advance against an honor passed by Ombudsman both by the bank as well as the complainant. 
Banks are encouraged to approach their KYC strategies with the endorsements of their Sheets by 
consolidating the accompanying four key components (I) Client Acknowledgment Strategy, (ii) Client 
Distinguishing proof Methods, (iii) Observing of Exchange and (iv) Chance Administration as expected 
by the Counteraction of Tax evasion Act. 
Technology: The Panel embraced the perspective on the Rangarajan Council on Computerization that 
there is earnest requirement for a far more prominent use assuming computerization must be 
perceived as an essential device for development in client care, the foundation and activity of better 
control frameworks, more noteworthy proficiency in data innovation and the improvement of the 
workplace for representatives. 
New Private Banks: New generation private sector banks, such as HDFC Bank, ICICI Bank, IDBI, AXIS 
Bank, Bank of Punjab Ltd., Centurion Bank, IDBI, etc. have been established, which provided an era of 
bank automation and the culture of remunerative banking business.  
Deregulation of Interest Rates: Interest rates, both on the deposits and advances were deregulated 
moving away from the administered structures.  
Phased Reduction of Statutory Pre-Emotions: In line with the Government’s decision to reduce the 
fiscal deficit to a level of consistent with macro-economic stability, Cash Reserve Ratio (CRR) and 
Statutory Liquidity Ratio (SLR) were reduced in a phased manner.  
Prudential Norms: Norms for income recognition, asset classification and provisioning besides capital 
adequacy were introduced gradually in a phased manner.  
Loan Recovery: To create more conducive recovery climate among the borrowers and profitability of 
banks through better recoveries, the RBI and the Central Government have initiated several 
institutional measures, which include Debt Recovery Tribunals (DRTs), Lok Adalats, Asset 
Reconstruction Companies (ARCs), Corporate Debt Restructuring (CDR) Mechanism, Settlement 
Advisory Committees (SACs) have also been formed at the regional and head office levels of commercial 
banks. Furthermore, the banks can also issue notices under SARFARESI Act, 2002 for enforcement of 
security interest without intervention of the courts.  
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Other Reforms: Further, there are other reforms and regulations in the banking sector like 
rationalization of branches, linkage of branch licensing policy to performance, dismantling of 
centralized recruitment system.  

Banking Services Recruitment Board for Public Sector Banks and implementation of voluntary 
retirement schemes for PSBs under which about one lakh employees have been retired following staff 
redundancy on account of large scale automation. Banking reforms in India, were imaginatively 
sequenced. The first priority was given to the prudential norms, supervisory oversight and risk 
management policies. Later, deregulations of interest rates, reduction in statutory pre-emption were 
introduced. Subsequently, corporate governance practices were introduced so that the banks hold 
themselves responsible not only for the stockholders, but for all the stakeholders in a regime of sound 
audit, accounting and financial reporting standards.  
 
GROWTH OF BANKING SYSTEM IN INDIA: 

To comprehend the current make up of banking area in India and its previous advancement, it 
will be wellness of things to check out at its improvement in a to some degree longer verifiable point of 
view. The beyond forty years and especially the most recent twenty years saw destructive change 
notwithstanding business banking everywhere. Indian financial framework has likewise pursued a 
similar direction. In more than fifty years since reliance, banking framework in India has gone through 
five particular stage, viz. 
1) Evolutionary Phase (prior to 1950)  
2) Foundation phase (1950-1968)  
3) Expansion phase (1968-1984)  
4) Consolidation phase (1984-1990)  
5) Reformatory phase (since 1990)  
 
EVOLUTION OF BANKING SYSTEM IN INDIA: 

A bank is a monetary organization that gives banking and other monetary administrations to 
their clients. A bank is for the most part perceived as an organization which gives principal Banking 
administrations like tolerating stores and giving credits. There are likewise non-banking 
establishments that give specific financial administrations without meeting the lawful meaning of a 
bank. Banks are a subset of the monetary administrations industry 
  
HISTORY OF INDIAN BANKING SYSTEM:  

The first bank in Quite a while, called The General Bank of India was laid out in the year 1786. 
The East India Organization laid out The Bank of Bengal/Calcutta (1809), Bank of Bombay (1840) and 
Bank of Madras (1843). The following bank was Bank of Hindustan which was laid out in 1870. These 
three individual units (Bank of Calcutta, Bank of Bombay, and Bank of Madras) were called as 
Administration Banks. Allahabad Bank which was laid out in 1865 was interestingly totally run by 
Indians. Punjab Public Bank Ltd. was set up in 1894 with base camp at Lahore. Somewhere in the range 
of 1906 and 1913, Bank of India, National Bank of India, Bank of Baroda, Canara Bank, Indian Endlessly 
bank of Mysore were set up. In 1921, all administration banks were amalgamated to shape the 
Magnificent Bank of India which was controlled by European Investors. After that the Hold Bank of 
India was laid out in April 1935. At the hour of first stage the development of banking area was 
extremely sluggish. Somewhere in the range of 1913 and 1948 there were roughly 1100 little banks in 
India. To smooth out the working and exercises of business banks, the Public authority of India 
concocted the Financial Organizations Act, 1949 which was subsequently different to Banking Guideline 
Act 1949 according to altering Demonstration of 1965 (Act No.23 of 1965). Hold Bank of India was 
vested with broad powers for the management of banking in India as a Focal Financial Power. After 
freedom, Government has made most significant strides in respect of Indian Financial Area changes. In 
1955, the Magnificent Bank of India was nationalized and was given the name "State Bank of India", to 
go about as the essential specialist of RBI and to deal with banking exchanges all around the country. It 
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was laid out under State Bank of India Act, 1955. Seven banks shaping auxiliary of State Bank of India 
was nationalized in 1960. On nineteenth July, 1969, significant course of nationalization was done. 
Simultaneously 14 significant Indian business banks of the nation were nationalized. In 1980, another 
six banks were nationalized, and subsequently raising the quantity of nationalized banks to 20. Seven 
additional banks were nationalized with stores north of 200 Crores. Till the year 1980 roughly 80% of 
the financial section in India was under state run administrations possession. 

On the ideas of Narasimhan Panel, the Financial Guideline Act was corrected in 1993 and 
consequently doors for the new confidential area banks were opened. Coming up next are the 
significant advances taken by the Public authority of India to Direct Banking 
 
INSTITUTIONS IN THE COUNTRY: 
 1949: Enactment of Banking Regulation Act.  
 1955: Nationalization of State Bank of India.  
 1959: Nationalization of SBI subsidiaries.  
 1961: Insurance cover extended to deposits.  
 1969: Nationalization of 14 major Banks.  
 1971: Creation of credit guarantee corporation.  
 1975: Creation of regional rural banks.  
 1980: Nationalization of seven banks with deposits over 200 Crores.  
 
CURRENT BANKING SCENARIO IN INDIA: 

The monetary advancement in Indian financial industry happened with the reception of social 
command over banks in 1967 prompting nationalization of 14 significant booked banks in July 1969. 
Following the primary round of nationalization the subsequent round comprised of 6 business banks in 
April, 1980. With parts of more than 67,000 of which 48.7 percent being country serving a great many 
individuals consistently. The Indian financial area is the main portion of the monetary arrangement of 
India. To provide food the necessities of the client Banks have taken different innovative and promoting 
drives. India's financial area is continually developing. 

Since the turn of the hundred years, there has been a recognizable upsurge in exchanges 
through ATMs, and furthermore web and versatile banking. India's financial area could turn into the 
fifth biggest financial area on the planet by 2020 and the third biggest by 2025. 
 
CHALLENGES FACED BY INDIAN BANKING INDUSTRY : 

Non-industrial nations like India actually has an immense number of individuals who don't 
approach banking administrations because of land divided areas, however on the off chance that we 
discuss those individuals who are benefiting banking administrations, their assumptions are raising as 
the degree of administrations are expanding because of the development of 'Data Innovation' and 
contest. With the section of unfamiliar banks in Indian market, the quantity of administrations offered 
has expanded and banks have laid accentuation on gathering the client assumptions. Presently, the 
current circumstance has set out different difficulties and freedom for Indian Business Banks to support 
on the lookout. To experience the overall situation of banking industry we really want to comprehend 
the difficulties and open doors lying with banking industry of India. 
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