Economic Infrastructure 
It refers to activities, facilities & the services which support operators & development of other sector in the economy.

Types of Infrastructure:
a) Social Infrastructure: It is concerned with supply of such services to meet the basic needs of society such as education, training, health, sanitation, etc.

b) Physical Infrastructure: Are directly concerned with the needs of production sectors, such as agriculture, industry, etc.

Importance of Infrastructure:
1. Infrastructure facilities the smooth functioning of an economy. Without which the economy cannot function smoothly.

2. The development of agriculture to a greater extent, adequate expansion & development of irrigation, power, marketing, training, research & development & other facilities.

3. Industrial production requires not only machinery & equipment, but also social & economic infrastructures. Like energy, skilled man power, banking, marketing, insurance, management, etc.

4. Infrastructure development is a precondition for increasing investment with a sound infrastructural base capital investment can be attracted.

5. It generates employment opportunities. They improve mobility, productivity & efficiency of labour.

6. Infrastructure development plays a significant role in the generation of employment opportunities. They improve mobility, productivity & efficiency of labour, large investment, development of industry, agriculture, etc.

7. Development of backward regions & imbalances is another significance of infrastructural facilities. In the absence of infrastructural facilities In the backward region, may likely to act as a severe constraint on the economic development of these region.

8. It may also act as an instrument of social change. Development of industry , transport facilities, education, service & technology, growth of towns & cities, etc. may change the outlook of people.

9. A close link b/w infrastructure spending & GDP growth has been established. Studies have revealed that 1% growth in the infrastructure stock is associated with 1% growth in per capita GDP.

Importance of Transport in India Economy:
1. Development of Market: Transport is a most for the development & expansion of market. In India transport helps & facilitates the development of regional, national & international markets for goods & services.

2. Large – Scale Production: Development of transport enables large-scale production with the development & expansion of market, demand is created for various produced goods. This helps to solve the problem of demand for goods.

3. Territorial Division of Labour: Transport results in territorial division of labour. Transport helps the region to gain specialization in those goods & services in which conditions are favourable for production.

4. Price Stability: Price fluctuations are common in a big country like India. Transport helps in stabilization of prices.

5. Mobility of Labour & Capital: The movement of labour & capital from one use to another is possible by means of transport. This helps effective & efficient use of labour & capital.

6. Growth of town & Cities: Transport helps faster growth of town & cities. It also removes ignorance of people, makes them move civilised & reduces dependence on agriculture.

7. Employment Generation: Transport enables employment opportunities. It provides employment to lakhs of people both directly & indirectly.

8. National Defence: Transport plays a major role in national defence. It helps in the transportation of soldiers & war equipments, medicine & food during ware & emergency.

9. Unity: India is a country with people of different religious, caste, language helps to bring together people through efficient communication. It helps protect unity of the country.

10. Development of Agriculture & Industry: Transport provides help to the development of agriculture & industry. It helps transport of raw materials & equipments to industries, inputs to agriculture & also assist expansion of market for industrial & agricultural goods.

11. Social Change: Transport brings about social change. It established communication among people of various regions & makes them to live in a co-ordination manner. It also brings about changes in the attitude of the people by helping the growth of towns & cities.

12. Breaking the Isolation: In a country like India transport links b/w the different regions & the people of different regions, which has actually removed isolation. In short, transport has reduced the vastness of the country.

13. Revenue to Govt.

14. Place & Time Utility.

15. Development of Trade.

16. Solution to Population Problems.

17. Efficient use of resources.

18. Balance Regional Development.

19. Meeting Emergencies.

20. Efficient Administration.

Merits & Demerits of Road Transportation------
Classification of Roads.

In 1943, Nagpur plan has classified roads into four, they are:

1. National Highways: They connect the national capital with state capital & important cities. The construction & maintainence of these roads is the responsibility of central Govt. At present India the total length of national highways is 65,569 km.

2. State Highways: They connect important state, cities, district & national highways. The construction & maintainence of these roads is the responsibility of the state govt. It covers about 1, 31,899 km.

3. District Roads: Connect Taluk Centers, important place, state highways & national highways. The construction & maintainence of those roads is left to the local bodies. It covers a total length of about 4, 67,763 km. (March 2004).

4. Village Roads: They are the roads that connect Taluk centers with different villages, they are namely Kutcha roads. It covers a total length of 26, 50,000 km.

Development of Road Transport:
1. Nagpur Plan: In 1943 the chief engineers of all the states met in Nagpur & prepared a 10 year development plan for road transport. This is popularly known as Nagpur plan. This plan divided the roads into four, they are:

a) National highways

b) State highways

c) District roads and

d) Village roads.

2. Hyderabad Plan: In 1959, the Chief Engineers of 5 states and the Chief Engineers of the centre met at Hyderabad and prepared a 20 year plan for the development of roads. This is called ‘Hyderabad Plan’. This plan aimed at increasing roads between 1961-81 by 3,79,000 kms.

20 year plan for the development of rural transport.

3. Bombay Plan: In 1961-81, the engineers of all central & state govt. met in Bombay in 1957 & prepared a plan for a 20 year road development plan.

4. Lucknow Plan: This plan was made by the central Govt. for 20 yrs. For the long term development of roads in India.

Development of Railway Transport:

The development & expansion of railway transport has brought about revolution in transport systems throughout the world, the construction of railways in India was started in 1844. The 1st railway train in India has covered a distance of 34 km. b/w Bombay to Thane in 1853.

Importance of Railways in India:
1. Development of Agriculture: The railways helps the movement of food crops from the producing centers to cities & towns & as well supports agriculture by transporting the required inputs for agriculture.

2. Development of Train: Railway transport helps to expand trade by means of establishing markets & the distribution of goods & services to all the regions of a country.

3. Development of Industries: Industries depend largely on railway transport, as it requires heavy & bulky goods & machinery, which have to be transported from a long distance to the industries.

4. Revenue to the Govt.: Railways brings a large volume of revenue to the Govt. of India.

5. National Defence: Railways help in the transportation of weapons, soldiers, food & medicine to the soldiers during emergency.

6. Large scale transport of goods.

7. Development of tourisms: Railways promoters’ tourism by providing more no. of traffic to the tourism dept.

8. Railways helps to establish price stability through transportation of various goods & commodities required for the distribution & consumption.

Railway Zones in India
1. Northern Railways.

2. North Eastern Railways.

3. North Eastern Frontier Railways.

4. Eastern Railway.

5. South Eastern Railways.

6. Central Railway.

7. Western Railway.

8. Southern Railway.

9. South Central Railways.

10. East Central Railways.

11. South Western Railways.

12. North Western Railways.

13. North Central Railways.

14. East Cost Railways (Konkan).

15. West Central Railways.

16. South East Central Railways.

Refer to business notes for water transport merits & demerits & types of ships, and, merits & demerits of Air transport.

Air Transport:

Development of Air Transport in India:

The capacity of air transport in India was tested in 1911 & the real beginning of air transport started in 1929. In 1927 civil aviation department was established. In 1932 the air transport service was extended further to Kanchi, Lahore & Madras. In 1946 air transport licensing board was established to give licenses to private companies. In 1950 air transport enquiry commission was constituted. This commission recommended re-organisation plans for air-transport. In 1953 the Govt. of India nationalized the air transport in India.

Recent Development:

In 1995 the Govt. established the National Airport authority & international airport authority of India. The Govt. has decided to give on private lease of major international airports, namely, Mumbai, Kolkata, Madras & Bangalore & other 24 regional airports are also being upgraded.

International Airports:

1. Indira Gandhi International Airport / formerly known as Palam International airport in New Delhi.

2. Jawaharlal Nehru International Airport in Bombay (Formerly known as Santacruz).

3. Shubash Chandra Bose international airport in Kolkata (Formerlyknown as Dum Dum).

4. Menambakkam in Chennai.

5. Trivandrum International Airport in Cochin (kerala).

6. Bangalore International Airport.

Communications

Meaning:

Communication means the importing of transmission of information. In other words, conveyance of information is known as communication.

Role of Communication in Economic Development:
1. Supply of Necessary Information: Communication network supplies necessary information about the markets and other related sectors. Accordingly, they facilitate right decision making in business and other activities.

2. Motivation: Communications also supply necessary motivation for buyers and sellers. Thereby, induce them to engage in various activities

3. Development of Industries, Commerce and Trade: The conveyance of information is very necessary for the development of Industries, Commerce and Trade. Thus, communication network by transmission of information promote industry, commerce and trade.

4. Development of Transport: There is a close interlink between transport and communications. They are complementary to each other. Improvements in communications help to speed up transport while improvement in transport help to speed up communications

5. Bringing Buyers and Sellers Together: Communicating play an important side in bringing buyers and sellers together. It will supply all the necessary information and motivations both for buyers and sellers.

6. Accelerating to Growth Rate: Communication helps to accelerate the growth rate of the economy. By supplying the necessary information, commerce and trade, agriculture, transport, etc.

7. Easy Contact: The people can establish easy contact between them through communication networks. This names lot of time and energy. It will also facilitate quick decision making.

8. Improving Global Competitiveness: Communication is a vital input for global competition and for India’s success in the international trade and markets.

9. Attracting Foreign Direct Investments: A wide network of communications can succeed in attracting more foreign capital. Thereby, it helps to accelerate the growth of the economy.

Structure of Telecommunication Services

The most important means of communication are posts and telegraphs, telephone, fax, page, internet, teleprinters, radio and television etc.

a) Postal Services: Postal service is the cheapest mode of communication and constituting an important mechanism of achieving transportation and communication. Indian postal services have been growing over the years and have made remarkable progress during the planning period. The present Indian postal network among the largest networks in the world interms of area covered and population served.
Modern postal system in India dates back to 1837 when postal services were thrown open to the public. But, postal system was first established by Lord Clive in the year 1766. Since 1950 – 51, the postal network has been offices are found in every corner of the country including hilly and remote tribal areas.

As on March 31, 2004, there were 1, 55,669 post offices or outlets, of which rough 89% were outside cities. The Indian Postal system currently provides 38 services which can broadly be divided into four categories:

i. Communication services (Letters, cards, etc.)

ii. Transportation services (Parcel)

iii. Financial services (Savings Bank, Money Order)

iv. Premium value added services (Speed post, Business post0

The post office savings bank is the largest Bank in India in terms of network, accounts and annual deposits.

The govt. adopted a scientifically designed six digit postal index number code, popularly known as ‘PIN’ in 1972 for improving the efficiency of postal service. Quick Mail Services (QMS) and speed post services were introduced in 1975 and 1986 respectively.

A VSAT (Very Small Aperture Terminates) network with 150 high speed VSAT stations which are further connected to 1,327 Extended Satellite Money Order (ESMO) stations located in the post offices have been set up for quick transmission of money orders across the country. Automatic Mail Processing Center (AMPC) have been set up at Mumbai and Chennai for faster processing of mail, especially business mail.

The postal departure has introduced two internet based ‘e-post’ and ‘e-bill post’ facilities recently. The Senior Citizen Savings Scheme (SCSS) which was introduced by the government of India in 2004 is functioning through post officer and public sector banks.

Current Status of Telecommunication Service: 

a) Indian Telegraphs: Indian telegraphs is one of the oldest govt. own public utility organizations in the world. It was in 1851 that the first telegraph line between Calcutta and Diamond Harbour was opened for traffic. At present there are 37,500 telegraphs offices in the country.

Under telegraphs teleprinters services, telex services, facsimile and fax services are made available. Telex service helps to send the printed messages directly from one subscriber to another. The phonogram service facilities sending and receiving telegram through telephone.

b) Telephone Services: A Telephone service has a long history in India as she had a 50 line telephone exchange in Kolkata as early as 1881, just five years after the telephone was invented by Graham Bill. Today, India has a very strong telephone network which is one of the largest in the world. The telephone network has witnessed a phenomenal growth after 1995. The total number of telephones (basic and mobiles) rose from 22.8 million in 1999 to 88.6 million at the end of October, 2004. As per the present projection by the end of 2007, the total number of phones could reach 250 million.

The number of telephone connections have crossed 100 million marks as on April 12, 2005 and telephones has gone unto 9.13%. Indian Telephone Network has become fifth largest in the world after China the U.S., Japan and Germany.

There has been a continuous shift in the technology of accers from fixed line to mobile technology. Now mobile & cellular telephone has become the most preferred mode of communication among the Indian Public.

Rural Telephony

Of the 6 lakhs villages identified in the 1991 cens 5,20,000 villages had a village public telephone (V.F.) as of November, 2004. Another 66, 822 villages and proposed to be covered in a pharsed manner in the next three years. In addition, more than 2 lakh public call call offices (PCO’s) are also providing community access in the rural areas.

A pilot programme using mobile phones to run a mobile PCO with 2,592 Gram Sanchar Sewas serving 11,013 villages were in operation as on November 30, 2004.


Internet Connections:

Internet is a worldwide network of computer connected through telephone lines and satellite links, for communicating and sharing information with millions of people all over the world. India has achieved tremendous progress in the computer networking during the last one decade Internet connections to individual homes and firm are on a rapid increase. The number of internet subscribers grew by 15% from from 3.6 million during 2003 – 04 Internet access for the maners is primarily taking place through cyber cafes.

Reforms in Telecommunication Sector;

The successful implementation of reforms since 1991 has resulted in unprecedeuted growth of the telecommunications sector. The Govt. of India announced. The National Telecom Policy (NTP) in May 1994. A requlatory authority in the telecom sector known as Telecom Regulatory Authority of India (TRAI) was set up on March 25, 1997.

In 1999, the Govt. announced a New Telecom Policy (NTP, 1999). Under this policy, the Govt. has opened the National Long Distance service to private operators without any restrictions on the number of operators with effect from August 13, 2000.

At present, along with public sector service provides, i.e., BSNL (Bharat Sanchar Nigam Ltd.) and MTNL (Mahanagar Telephone Nigam), a number of Cos registered in India are given license to plan, install, operate and maintain the basic were 31 private license holders. The telecom sector in India has two important goals:

a) To provide how cost voice telephony to the largest possible number of individuals and

b) To provide low-cost high speed computer networking to the largest number of firms.

Money Market
Meaning:

The team money market refers to the institutional facilities or arrangements available for borrowing and lending of short term funds.

According to G.Crowther, “The money market is the collective name given to the various firms and institutions that deal in the various grades of near money”.

According to the Reserve Bank of India the money market, “is the centre for dealings, maintain of a short term character, in money assets, it meets the short term requirements of most of the borrowers and provides liquidity or cash to the tenders.

Thus, money market transacts in short term funds consisting of trade bills, promissory notes, bills of exchange, government bills, etc.

Distinction between Money ‘N’ Call Money Market:

The market for extremely short-period loans is called as call money market. In other words, call money market is the market for every short term funds In such market, lending and borrowing operations are carried out for one day or one week. This market is also known as and short notice, because the borrower has to repay the loan immediately when called for.

The call money market provides as institutional arrangements for borrowing and lending of very short-term funds there public sector banks, foreign banks and Indian Private sector banks are the main borrowers of funds. Discount and Finance House of India (DFHI), LIC, UTI, GIC, IDBI, NABARD and some commercial banks like SBI operate as lending.

Monetary Policies & Control of Price Inflation

Monetary policy is regarded as the best remedy for fighting inflation. Monetary policy refers to credit contact measure adopted by the central bank of a country.

According to HG. Johnson, “As policy employing central banks control of the supply of money as an instrument for achieving the objectives of general economic policy”. 

G.K. Shaw, defines monetary policy as “Any conscious action undertaken by monetary authorities to change the quantity availability of the money”.

Control of Price Inflation

I. Quantitative Control (General Control)

1) Bank Rate Policy: The Bank rate is the standard rate at which it is prepared to buy or rediscount bills of exchange and other commercial papers eligible for purchase.

2) Open Market Operations: It is the purchase or the sale by the central bank such as foreign exchange, gold, govt. securities and share of the companies.

3) Variable Reserve Kalic (Requirement): Every bank is required by law to keep a certain percentage its total deposits in the form of reserve fund and also a certain percentage with RBI. By changing the ratio of these reserves, the RBI seeks to influence credit creation power of commercial banks. It is of two types, they are:

a. Cash Reserve ratio (CRR): It refers to that portion of deposits of commercial bank which it has to keep with the RBI in the form of cash reserves. The RBI is empower to determine cash reserve ratio for the commercial banks in the range of 3% to 15% for the aggregate demand and time liabilities.

b. Statutory Liquidity Ratio (SLR): It refers to that portion of total deposits of a commercial bank which it has to keep with itself in the form of cash reserves, i.e, a minimum of 20%, against their net demand & time liability.

ENERGY
Sources of Energy

I. Commercial Sources of Energy: Commercial sources of energy include coal, petroleum, natural gas, and hydro – electricity.

II. Non – Commercial Sources of Energy: Non-commercial sources of energy comprise of fuel wood, dung cake, agriculture waste, etc.

III. New Sources of Energy: Non-new sources of energy includes, the wind, sun, tidal waves, atomic energy, etc,. They form part of commercial sources.

The important source of power in India are discussed below.

1. Coal: Coal is the major source of energy in India. It contributes about 71% of the total power generation. India’s coal meserues are estimated at Rs. 2,45,693 million tones. India is the 8th largest producer of coal in the world & it has almost achieved self – efficiency in coal production, coal is also called ‘Black Diamond’ & it is the main source of power for iron & steel industry, mining, railways, ships & in machine tool.


Coal India Ltd. In 1975. The power or electricity generation with the help of 
coal is called Thermal Power Industries. Coal production (including ligmu) 
in this country was 389 million tones in 2003-04 as against 32 million 
tones in 1950 -51.

The Gondawala coal fields (North India) in the country supplies about 98% of India’s output. At present, the most important coal fields are Raniganj in West Bengal & Tharia & east Cokaro in Bihar. Other states in which relatively smaller coal deposits exists are Orissa, M.P., Maharashtra, A.P., & Assam.

2. Petroleum(Oil): Petroleum which is called ‘Liquid Gold’ is an important source of energy in India. It is mainly used in motor cars, railways, areoplanes, ships, manufacturing industries, agriculture & laboratories. Petrol, Diesel, Kerosenes, Lubricaling oil, grease & various other chemicals are produced from petroleum oil.

Petroleum is found in Digboi, Nabarkaliya, Shibsagar of Assam, Ankleshwar, Cambay, Kalol of Gujarat, East & West Godavar districts of A.P., Tanjore of Tamil Nadu & in Bombay high of Maharashtra. The oil & natural gas commission (ONGC) & The Oil India Ltd. (OIC) were established in 1956 & 1959 respectively are engaged in oil exploration of the country.

3. Natural Gas: Natural Gas has emerged to be themost important source of energy since the last two decades. It is popularly known as “The Prince of Hydro Carbons". It occurs either as associated gas together with petroleum products or as free gas, obtained gas exclusively from gas fields. Natural gas can be issued for both domestic & industrial purpose. The Geological reserves of gas are being estimated at 1154 million tones presently.

The Gas Authority of India Ltd. (GAIL) set up in 1984 is entrusted with the functions of processing transportation & marketing of natural gas, the production of natural gas has increased from 2.1 billion cubic meters in 1974. 75 to 31.96 billion cubic meters in 2003-04.

4. Hydro – electricity: Another important source of energy in India is hydroelectricity. Power or electricity generated from water is known as hydroelectricity. Water is a permanent source of hydroelectricity. India has hydropower potential of about 425 lakhs kilo watts but only 50% of this potential is used so far of the total power generated, the share of hydel power is 26%.

The important hydroelectricity stations are:

a) Tata hydroelectric works & Konya projects in Maharashtra.

b) Papanasam & Mettur projects in T.N.

c) Bhakranangal, Mandi, Beas projects in Punjab.

d) Kossi in Bihar.

e) Nagarjunasagar in A.P.

f) Shivanasamudra, jog, Sharavathi, Bhadra, Kalinadi, Malaprabha, Krishna, Varahi in Karnataka.

5. Atomic Energy or Nuclear Power: Nuclear Energy is both a new source & a cheap source of energy. Oranion, Thorium & Monagite are the important sources of it. In India uranium deposits are found in Bihar, Rajasthan & A.P. thorium is available from the monagite sand found in the coastal belt of Kerala, Karnataka & T.N. The first atomic power station was set up in 1969 at Tarapur in Bombay. The other Nuclear power stations are Ranapratap Sagar in Rajasthan, Kalpakkam in T.N., Narora in U.P., Surat in Gujarat, Srishailam in A.P., Kaiga in Karnataka, etc., IT is proposed to establish three other nuclear power stations one each at Tarapur in Maharashtra, Rawatbatla in Rajashtan & Kulankulani in T.N.

6. Biogass & Gobar Gas: Biogas is methane gas generated from fermenting cattle along. It is produced in small plants known as gobar gas or biogas plants. This gas can be used for cooking, lighting & for energizing.

In India there is a vast scope for the installation of gobar gas plants, as cattle population & availability of cow dung is more. The approximate potential of family size biogas plants is 12 million.

7. Solar Energy: Solar energy is the power generated from solar radiation or rays of the sun. It can be used for cooking, water heating, lighting, etc., In a tropical country like India where the sun shines for nearly 300 days in a year, there is vast slope for the generation of this kind of energy.

Solar energy can be used directly as thermal energy or it can be converted into electricity. National Physical Laboratory & various other organizations are engaged in the research & the use of solar power.

8. Wind Power: Wind power is the energy generated from the force of wind. Fast blowing wind when supplied to wind will, wind power is generated. Wind power can be used for energizing various machineries. In India, efforts are being made for utilizing wind power for various purposes.

In addition to the above sources of energy Biomass power, ocean energy, wood & charcoal, Geo – thermal power, tidal power 7 various other non – commercial source of energy are used in the country. A sum of Rs. 115561 crores, Rs. 222375 crores & Rs. 403921 crores has been granted for this sector in the 8th plan (1992 – 97), 9th plan (1997 – 2002) and 10th plan (2002 – 07) respectively.

Conventional Sources of Energy:

Hydroelectricity, Thermal Power, Nuclear Power, etc.

Non – Conventional

Solar energy, Wind power, Biomass, Geo-thermal energy, etc,

Supply and demand position of power in India.

a) Continuous increase in demand 1980’s 9 to 10%

b) Inadequate supply Distribution losses, etc.

Capital Market

Meaning:

Capital Market refers to all the facilities and the institutional arrangements for for borrowing and lending of medium and long term funds. In simple words, it is the market for long term funds. It deals primarily with raising of money capital for purpose of investment.

The capital market in composed of the borrowers, who demand funds and the lenders, who supply funds is the market the demand for long term funds comes mainly from Industries agriculture, and from the govt. the supply of funds for the capital market comes largely from individual savers, corporate savings, banks, insurance cos., specialized financial institutions and the govt.

The India capital market today has two main divisions. They are:

a) The gilt-edged market, and

b) The Industrial securities market. 

The gilt – edged market refers to the market for government and semi – government securities which is backed by RBI

indian commercial banking

Classification of Commercial:

i. Scheduled Commercial Banks: Scheduled commercial banks are those bank which are included in the second schedule of the reserve Bank of India, having a paid up capital and serve together Rs. 9 lakh and above.

ii. Non-Scheduled Commercial Banks: Non-scheduled banks are those whose total paid up capital and reserve fund is less than Rs. 5 lakhs and whose name is not included in the second schedule of RBI Act, 1934.

Public Sector Banks

Public sector banking in India consists of 19 nationalised banks desides the State Bank of India and its seven associate banks and Regional Rural Banks. If State Bank of India and its associate Banks are included in the nationalise banks category, we get total 27 public sector banks in the country. The State Bank of India and its associates had 13,533 branches as on June 30, 2004. Other nationalised banks had 33,211 branch and all the public sector banks together had 61,251 branches during the same period.

Private Sector Banks

The private sector banks include a small no of Indian scheduled banks which have not been nationalised so far. At present, we have 32 private sector banks 922 old and 10 new) with 5,794 branches. The performance of banks in the private sector thase days is very impressive compared to public sector banks.

Foreign Banks

Some of the foreign banks are operating in India, which are commonly known as Foreign Exchange Banks. The foreign banks, here refer to those banks which are incorporated in a foreign countries, but have opened branches in India. They are mainly private sector foreign banks. At present, more than 40 foreign banks have opened then branches in India and as on June 30, 2004 there were 218 such branches.

Growth of Commercial Banking in India

The beginning of Commercial Banking in India was made in the 17th century when the British established agency houses in the country. The first bank called the Bank of Hindoostan was established in 1770. But the commercial banking in systematic form was initiated in the early part of 19th century when the Presidency Banks were established. The establishment of the Oudh Commercial Bank in 1881 can be considered as the first Indian Bank. The Imperial Bank of India was set up in 1920 with the merger of three presidency Banks which was nationalized in 1955 to create the State Bank of India. At the time of independence India had 648 banks with 4,819 branch offices.

Phases of Commercial banking Growth

a) Foundation Phase (1951-65): During this phase (1951-65) formulation of necessary legislative framework for facilitating re-organisation and consolidation of the banking system was undertaken.

b) Expansion Phase (1965-85): This phase had began in mid 1960s and gained momentum after the nationalization of 14 top commercial banks in 1969. During this phase emphasis was laid on the expansion of banking services through out the country.

c) Consolidation Phase (1985-90): During this phase (1985-90) attention was paid for improving efficiency interms of staff productivity, profitability of banks, customer service, credit management, etc.

d) Reform Phase (1991 and after): This is an important phase of commercial banking growth in India with the introduction of banking sector reforms, in recent years, the composition of banking system has been considerable change some important initiative like new accounting and prudential norms relating to capital adequacy, income recognition, etc. are given due weightage during this period.

Trends in Commercial Banking Growth

1) Branch Expansion 

Increase in Number: The number of bank branches of all commercial banks have gone up from 8,262 as in June 30, 1969 to 67,283 at the end June, 2004.

Rural Branches: Apart from the numerical increase in the braches of commercial banks, these has been a rural bias in branch expansion after nationalization. This has resulted in an improved dispersal of banking facilities. As against 22.4% (1,860 branches) bank branches located in rural areas in June 1969, there were 47.78% (32,178 branches) bank branches in these areas in June, 2004.

Removal of regional Imbalances: Another important development in the branch expansion of commercial banks during the last three and a half decades is opening up of branches in backward areas. Branch expansion has been faster in the state like Assam, Orissa, Madhya Pradesh than in developed states like Maharastra, Gujarat and Tamil Nadu after nationalization. This has progressively reduced regional un equalities in banking facilities in the country to some extent.

2) Deposit Mobilisation: The daggr.egate deposits of commercial banks have gone up from Rs. 4,636 crore in 1969 to 2,42,067 crore in March 1992 and further to Rs. 16,22,579 crore in December 2004. At present, bank deposits have been growing at a rate faster than the rate of growth of national income. This tremendous growth in bank deposits is due to the following reasons.
i. Rapid branch expansion

ii. Growth of banking habits

iii. Larger availability of costs with the banking system

iv. Lower casts reserve ratio

v. Favorable business conditions in the country

vi. Greater confidence of people in the banking system

vii. Higher rates of interest, etc.

3) Priority Sector Lending: The commercial banks have made a remarkable progress in priority sector lending during the last three and a half decades. Before 1969, agriculture, small scale industries and other priority sectors were totally neglected by banks. Therefore, channelisation of more funds to priority sector was made one of the important objectives of bank nationalisation.
Reforms in Banking Sector

The banking sector reforms in India are a part of comprehensive sconomic reforms package introduced in 1991. The two reports submitted by M. Narasimham Commitee of 1991 aned 1998 have influenced greatly the banking sector reforms during the pabt few years.

Goals of Banking Sector Reforms:
i. To correct and improve the macro economic policy setting within which banks operate.

ii. To improve the financial health and conditions of banks.

iii. To build financial institutions and infrastructure relating to supervision, audit, technology and legal framework.

iv. To improve the managerial competence and the quality of human resources by reviewing the policies relating to recuritement, training, placement etc.

v. To improve access to financial savings

vi. To reduce intermediation costs and distortions in the banking sytem.

vii. To promote competition through a level playing field and free entry and exist in the financial sectors and

viii. To develop transparent and efficient capital and money markets.

Recommendations of the Narasimham Committee, 1991

The main aims of Narasimham Committeerecommendation were:

a) Ensuring higher degree of operational flexibility

b) Internal autonomy in dicision marked and 

c) To infuse competitiveness and higher degree of professionalism in banking operations

The important recommendations of Narasimham Committee, 1991 were in the following areas:

1. Statutory Liquidity Requirement (SLR): The committtee recommended that the govt. Should reduce the SLR from 32.5% of the net demand and time liabilities of banks to 25% over the next five years.

2. Cash Reserve Ratio (CRR): The committee recommended that CRR should be progressively reduced from the present high level of 15% to 3 to 5% and RBI should rely more on open market operations.

3. Directed Credit Programmes: The committe proposed that the concept of priority sector should be redefined to incldude only marginal frames, rural artsians village and cottage industries etc.

4. Structure of Interest Rates: On the level and structure of interest rates the committee reccommended that they should be determined by market forces and all controls and regulations on interest rates should be removed.

5. Structural Re-organisation of the Banking sector: To bring about greater afficiency in banking operations, the Narasimham Committee proposed a substantial reduction in the number of publisc sector banks through merges and acquisitions.

6. Nationalistaion of banks: On the nationalisation of banks, the committee wanted the govt. To make a positive declaration that there would be no more nationalisation of banks.

7. Setting up of New Banks: The Committee said that RBI should permit the setting up of new banks in the private sector, provided thay conform the minimum startup capital and other requirements.

8. Bad and Doudtful Debts: The Narasimham Committee recommended the setting up of the Assets Reconstruction Fund (ARF) to take over from the nationalised banks and financial institutions, a portion their bad and doubtful debts (Non-performing assets) at a discount.

9. Foreign Banks: The Narasimhan Committee recommended that the govt. Should allow foreign banks to open offices in India either as branches or as subsidiaries. They should be permitted to set uo joint ventures in respect of merchant and investment banking.

10. Removal of Dual Control: The Narasimham Committee recommended that the present system of dual control over the banking system between RBI and the Banking Division of the Ministry of Finance should be done away with.

11. Autonomy to Banks: The Narasimham Committee recommended granting of full antonomy to public sector banks. They should be free to introduce a redical change in work technology and culture.

12. Recruitment of State: The committee said common staff recruitment for bank offices be done away with as part of the banking sector reforms. Appointment to the key posts should be kept out of political favour and the cheif executive of about should be made by an independent panel of experts.

Major Reforms:

a) Reduction in SLR & CRR: The govt. Has reduced the Statutory Liqudity Ratio (SLR) on incremental net demand and time laibilities from 38.5% to 25%. The SLR on outstanding net domestic demand and time liabilities were reduced gradually from 38.5% to 25%.

b) Deregulation of Interest Rates: Liberalisation of interest rate regime is an important part of financial reforms. The Interest rate slabs were gradually reduced from 20 to 2 by 1994-95. Now banks are allowed to set interest rates of their own on their deposits subject to minimum floor rates and maximum ceiling rates. Rate of interest on blank loans above Rs.2 lakhs has been fully decontrolled. The interest rates on deposits and on advances of all co-operative banks, except urban co-operative banks have been deregulated. Savings rate now is more market determined.

c) Prudentail Regulation & Supervision: Under banking sector reforms, the govt. Has introduced some prudential supervision and regulation for healthy growth of banking system. Under this, some prudential horms for income recognition, asset classification and provisioning of bad debts have been prescribed.

d) Capital Adequancy Norms: The assets ReconstructionCompany was set up in January, 2002 with a corpus of Rs. 350 crore to help the banks to reduce their Non-Performing Assets (NPAs).

e) Access to Capital Market: The Govt. of India was amended the Banking Companies Act to enable the nationalised banks to access the capital market for funds through public issues.

f) Freedom of Operation: Now banks have been given freedom to open new branches, upgrade extension counters and to close down non – viable branches. They are at liberty to foreclose wans and enforce securities and improve recovery from overdue accounts. Their lending norms have been completely liberalised.

Co-Operative Sector

Meaning:
Co-operation means people coming together in an organased manne, for getting their selfish motives to protect thus mutual interests. Co-operation is a form of organisation whenever persons voluntarily associate togethet on the basis of equality for the promotion of then economic interest.

Features:
1. Voluntary association

2. Open membership

3. Democratic management and equal coting rights (One man – one vote)

4. Optional membership

5. Self help and mutual help

6. Service, not profits is the main motive

7. Fan distribution of profits

8. Controlled by the govt.

Origin of Co-operative Movement: Von Raffeisen of Germany (1818 – 1888) and Herr Schultz of Delitzch of Germany (1809 – 1883) are considered the founder fathers of co-operative movement.

A Brief History of Co-operative Movement in India

Co-operative Socities Act in 1904. This Act laid the foundation for co-operative movement in India. In 1919 the govt. promulgated another co-operative act and co-operation was entrusted to the state authority.

After Independence: After Indepensence co-operative movement received good encourangement from the government. Co-operative movement has become the basic principle of planned development during the five year plans.

Progress of Co-operative Movement; Co-operative sector in India is the largest in the world. In 1950 – 51 the total number of agricultural primary credit societies was 1.05 lakhs with 44 lakh members. They had Rs. 37.25 crore as working capital and had advanced credit to the tune of Rs.23 crore.

Types of Co-operative Societies:

1. Co-operative Credit Societies: Co-opertaive credit societies extend credit to different purposes. They include.
2. Agricultural Credit Societies: These societies supply credit to agriculture. Agriculture credit societies may be of two types they are:
1. Short – Term Agriculture Credit Societies: At the states in India have short term agriculture credit societies. At the village level primary co-operative societies, state co-operative banks at the district level are functioning in the country . They are explained as under
i. Primary Credit Societies: These sociteies laid the foundation for the co-operative movement in India. Primary credit societies can be organised by 10 or more people belonging to any village. The members these socities have unlimited liability. These societies give short-term loans to then members at low rate of interest.
ii. Centaral Co-operative Banks: They are established at the district level. These banks work as intermediances between primary credit societies and state co-operative banks. They receive deopists from the public and open branches in different centres of the district. These banks get funds from the state co-operative banks and extend loans to primary credit societies.
iii. State Co-oprative Bank: State Co-operative banks are established at the state level. They are called Apex Banks, they give credit to co-operative banks and also control this. State co-operative banks govts. In 1999 there were 29 state, Co-operative Banks.
2. Long-Term Agricultural Credit Societies: The scocieties which supply credit for the long-term requirment of agriculture are called long-term. Agricultural credit societies. There are two trypes of them they are:
i. Primary Land Development Banks: They are established at all taluk centers. They supply long-term credit requirements of agricultured. They gave credit particularly for land improvement, puchase of agricultural implements, digging wells, repayment of old loans, etc. Previously they are called Land Morlgage.
ii. Central Land Development Banks: These banks operate at the level. These banks give credit to primary land development banks and also control them. In 1990-00 these were 20 central land development banks in the country.
3. Non-Agricultural Credit Socities: These credit societies extend to non-agricultural purposes. They are established by the people other than those engaged in agricultural activities. They are as floows.
4. Urban Co-operative Banks; They are mainly established in towns and cities. They perforn the functions of commercial banks. They accept deposits from the public and give credit to the needy people.
5. Employees Co-operative Credit Societies: They are established by workers of different officer, institutions and factories. The membership of were societies in open only to the concerned workers. They receive deposits and give credit to their members.
II. Other Forms of Co-operatives: 

Apart from co-operative societies which supply credit to different purposes, there are non credit co-operative societies. They are divided as 

1. Agricultural Non-Credit Societies:

They are established in the field of agricultutral marketing, processing, production, trade, etc. They include

i. Co-operative marketing societies

ii. Agricultural co-operatives

iii. Co-operative production and processing societies

iv. Multipurpose co-operatives and

v. Agricultural service societies, etc.

2. Non-Agriculture Non-Credit Societies:

These societies are established in the field of trade, industry, education, health and house building, etc. They include:

i. Housing co-opratives

ii. Consumer co-operatives

iii. Producer societies

iv. Industrial co-operatives

v. Workers co-operative societies, etc.

Merits of Co-Operative Movement

1) Supply of cheap credit: Co-operative societies supply credit to their members at low rate of interest and aon easy terms. This has reduced the exploitation of agriculturists and rural people by the money lenders.

2) Encouragement to Savings and Investment: Co-operative societies have imbided the spirit of saving among agriculturists. They also encourage them for investments. This has helped capital formation in the rural economy.

3) Better Farming Methods: Co-operative societies have assumed better farming methods by way of supplying modern machinery and equipment, seeds, fertilizers, pesticides, etc, to agriculture. It has helped the farmers adopt new farming methods.

4) Larger Production: Co-operative societies have helped the farmers increase agricultural production by means of providing most modern machinery and equipments and other in-puts to agriculture.

5) Administrative training: People obtain training and experience in organising and administration of societies as they themselves organise and manage the societies. Thus, it helps them organise other activities and manage them.

6) Supply of essential Commodities: Co-operative societies play an important role in the supply of essential commodities to the people. They help the poor secure essential essential good which are distributed through public distribution system.

7) Remunerative Prices: They help the agriculturists to get remuneral prices for their produce. Farmers can sell their produce through co-operative societies without any exploitation.

8) Social Benefits: Co-operative societies render several social services. They undertake spread of education maintenance of health and sanitation, etc. The result of this is the improvement in the social environment.

9) Moral Benefits: Co-operative societies help boost the moral environment in the several areas. They help control various bad habits of people.

10) Political Awareness: Co-operative societies develop political awareness among the people. They are the places where political training and awareness are given to people.

Demerits of Co-operative Movement

1. Lack of funds: Co-operative societies in India are facing the problem of lack of funds. Owing to this they are unable to supply required finance to their members.

2. Inefficiency and Corruption: India Co-operatives are known for their inefficiency and corruption. Hence they suffer from heavy losses.

3. Political Interference: The political interference has increased beyond the limit in the administration of co-operative societies. This has restricted the growth of co-operative movement.

4. Lack of Training: There is lack of proper training to the members and administrative personnel of societies. Hence, efficient administration of co-operatives is not possible.

5. Too Many Defaulters: The members who borrow money from the societies generally do not make repayments properly. This has resulted in large number of defaulters. As the repayments are not proper, supply of recredit in affected.

6. Lack of Awareness: There is lack of awareness among the members of the co-operatives. They have not properly understood the meaning or philosophy of co-operation.

7. Opposition from Money Lenders: Money lenders oppose co-operative movement. Here lies the selfish, interest-earning motive of money lenders.

8. Neglect of Other Functions: Majority of co-operative society are engaged in supply of credit only. They neglect other important functions.

9. Not Popular: Even after a century of the beginning of the co-operative movement, co-operative societies have not become popular. People take little interest to make them successful. 

Reserve Bank of India
RBI is the apex banking institution in the country. It was established on April 1, 1935.

Resources: RBI has a capital Rs. 5 crore. The capital is composed of 5 lakh shares of Rs. 100 each. All the shares are held by the central govt.

Movement: The management and supervision of RBI is entrusted to a Central Board of Directors with 20 members. Of these 20 directors are is a Governor, 4 Deputy Governors, one director of finance department, 10 directors selected from different fields and nominated by the Govt. and 4 representatives of the regional boards in Kolkata, Chennai, Mumbai and Delhi. The head office of the RBI is located in Mumbai.

Functions of RBI

1. Traditional Functions:

i. Issuing Currency Notes: RBI has role authority of printing and issuing currency notes in the country. Except one rupee note the RBI issues denomination of Rs. 2, 5, 10, 20, 50, 100, 500 and Rs. 1000 currency notes in the country. The one rupee note is issued by finance ministry of the Central Government. From 1956 onwards the RBI is following Minimum Reserve System of Note Issue.
ii. Banker to Government: RBI acts as a banker, agent and adviser to the Government. As a government banker and agent, it opens accounts of the govt. receives money, makes payments on behalf the govt., transfer govt. funds, gives credit to the govt., manages public debt, and maintains accounts of expenditure. It advises the govt. on all financial matters.

iii. Bankers Bank: RBI acts as bankers bank. All the banks in the country are within the control of RBI. According to Banking regulations Act, 1949 all commercial banks in the country have to keep certain portion of their deposits as cash reserve with the RBI. RBI also gives credit to the Banks by discounting bills and advancing money on various recinites. The commercial banks have to submit documents and reports to the RBI regarding their transactions. RBI also provides clearing house facilities to banks for the settlement of inter bank claims. From time to time RBI also gives direction and advice to banks on their transactions.

iv. Credit Control: RBI has the important function of control of credit generated by commercial banks in the country. It is an important function of RBI. RBI executes both quantitative and qualities technique to control credit.

The quantitative methods of credit control include:

a) Bank rate policy

b) Open market operations

c) Cash reserve ratio

d) Statutory liquidity ratio etc.,

The quantitations techniques are:

a) Giving directions to banks

b) Margin requirements

c) Moral suasion

d) Direct action etc.

v. Leader of Money Market: RBI is a leader of money market in the country. It controls the activities of different components of the money market such as commercial banks, financial institutions, etc.

vi. Custodian of Foreign Exchange Reserves: RBI preserves and protects the precious foreign exchange of the country. It has continuer contacts with international monetary institutions.

vii. Lender of Last Resort: RBI is the lender of last resort to all the commercial banks in the country. The commercial banks in times of crisis can approach the RBI for loans. The RBI lends money to banks by re-discounting bills and adrancing money on other securities.

viii. Clearing House: RBI acts as clearing house. The mutual clearing of banks are settled through book adjustments by way of accounts of various banks maintained by the RBI.

2. Developmental Functions

i. Agriculture Finance: RBI has a separate agricultural department for supplying finance to agriculture sector. RBI indirectly supplies credit to agriculture through NABARD and state co-operative banks. It has also taken extra ordinary steps in re-organising co-operative societies and to develop them.

3. Other Functions

i. Research Functions: RBI collects information on the different sectors of the economy and also issues periodicals RBI issues special bulleting regarding supply of finance, working of banks, financial matters of the state and central govts. Balance of payments, etc. they are very useful to the public.

ii. Special Functions: As central bank of the country, the RBI conducts studies regarding bank credit, agriculture, industry, etc. and provides solutions to various problems faced in there sectors. It also provides training facilities to bank staff. It conducts special debates and seminars on various subjects RBI renders important service to the co-operative movement in the country and maintains regular contacts with various international monetary institutions. This, as central bank of the country the RBI occupies a very important place.
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