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Role of SCBs in the Feonomic Development of Marathwada Region
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Abstract:

Banking services are broadl spread overall the countries. Banking scector acts as o backb e of
modern business. 4 well arganised banking svstem iy necessity for the economic development of the
country. The scheduled commercial hanks are plaving an important role in the economi development of
the country. If the banking system in counry is effective, efficient and disciplined, it brings rapid
growth in the MSME sector, service sector. and agriculture sector of the country. As we know that the
agriculture sector is the backbone of economy of the any country like India. The general role of seheduled
commercial banks is (o provide financial services to general public amd business ENNUrIng economic and
social ssability and sustainabile growth of the cconomy. Se heduled commercial banks maosth provide short
term loans to small. medium and large scale enterprises i the cowitry. s primary Junctions are to
receive, transfer and lend money to the individual (personall businesses, sovernment and' financial
nstitutes with surplus funds. They use those deposits and borrowed funds 10 make loans or to purchuse
securities. Indian banks consist mostly of schedule commercial banks which includes both public sector
banks and private sector banks. This research Study s based on the secondary data. which provide the
essential findings on SCBs and how ir helpfud in the economic development of the countiv. So this rescarch
study will helpful in finding out that how SCBs are he Ippd in credit flowing. emplovment gencration in th
both urban and rural areas and how it will contribute in the develt wment of dian economy
Keywords- Scheduled commercial banks. capital preservation, credit creation, produ iy
Introduction:

A commercial bank is a type of banks that provides services such as accepting deposits, lending
loans, and investing asset. A large number of formal institutional agencies like Co-operatives Banks,
Regional Rural Banks, Scheduled Commercial Banks. Non Banking Financial Institutions. and Self-help
Groups ete. are involved in meeting the short-term and long-term needs of the customer. The major roles
that commercial banks play in the economic developments of the countey which are capital preservanion
and appreciation, credit creation. increasing productivity. development agriculture and foreign trade,
mmplementation and execution of monetary policies etc. Both agriculure and allied industries are an
excellent source of growth and national income Both public and private banks are now imvolving
themselves in a lot of agree-based activities as well as manufacturing industry activities. Due to
liberalization. privatization and globalization the role of banking sector changed dramatically. The credit 1s
one of the critical nputs for agricultural des elopment
Banking
According to section 3(1) (b). “Banking means accepting lor the purpose of lending or investment ol
deposits of money from the public. repayvable on demand or otherwise and withdrawal by cheque. draf, or
order or otherwise™
Banking regulation act -1949. According 10 section S (¢) of the BR Act “A banking company is a
company which transacts the business of banking in India. A bank is a financial institution which
mobilizes savings trom the people as deposits and provides loans. In the Indian banking structure. central
bank in the name of Reserve Bank of India regulates. directs and contrals on the banking institutions. K131
is the central bank of our country which was established on 1 April 1935 under the RBI act of 1934 1
holds the top position in the banking structure. Indian banks are classified into commercial banks and Co
operative banks. Commercial banks comprises: (1) Scheduled commercial banks and (2) non-scheduled
commercial banks. SCBs are further classified into public sector banks. private sector banks. foreign sector
banks and co-operative banks
Structure of Scheduled Commercial Banks:

Scheduled Banks: Banks which have been included in the second schedile of RBI Act 1934 The
scheduled banks have a paid-up capital and reserves of gross value of not less than Rs. 3 lakhs: they have o
persuade the RBI that their affairs are carried out in the interest of their depositors

Public Sector Banks: Public sector banks are the financial institutions in which the majority of stakes are
held by the central government. which should be more than 50% in our country. There is no difference
between the nationalised banks and public sector banks. With the announcement made on 30" \ugust
2019, the no. of PSBs comes down from 27 1o 12,
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Private Sector Banks: 1he private sector banks are those banks where greater portion of stake or equity
are held by the private shareholders. At the present there are 22 private sector banks in India working
under the regulation of RBI Act 1934
Foreign Banks: A foreign bank is a type of international bank that is obligation 1o (ollowing the
regulations of both its home and its host countries. These banks have loan limits which are based on the
capital of the parent bank. thus allowing foreign banks to provide more loans than other subsidiary banks.
Foreign banks are those banks out which are of the country
Regional Rural Baoks: Regional rural banks established on October 2, 1975 in India, These banks
provide credit to the weaker section ol the raral areas, particularly the smull and margimal Ermers,
agriculture labour, and smali citreprencurs. At present there are 13 RRRBs working in India under the
regulation of reserve bank of India.
Objectives of the Study:
L. To study the functions of scheduled commercial banks in India,
l'o study the district wise number of accounts opened in scheduled commercial banks in the
Marathwada region.
3. To study the district wise outstanding credit of SO R according 10 oceupation in the Marathwada
regcion.

Period of the study: this study covered a period of two years that is 2001 7-18 to 201 8-19.
Methodalogy: On the busis of the above mentioned objectives, the tollowing methodology will be adopied
in this study.
Data Source: This study is depended on the secondary data source. The secondary data is collected from
the RBI bulletin. RBI websites. articles, published journals ctc. The secondary data is related 1o the
scheduled commercial banks of Marathwada region in Maharashtra state
Functions of SCBs:

Ihe tunctions of scheduled commercial banks are divided imo two categories which are primary
functions and secondary functions.
L Primary function of SCBs: [he scheduled commercial banks pertorm the various types of lunctions
which are explained below.
Accepting Deposits: The commercial banks dceept a various types of deposits from people especially from
its clients. These deposits include current account. saving account, recurring account and fixed account etc.
These deposits are accepted based on various repayment periods,
Making Advances: The commercial banks provide loans and advances in various forms. 1t includes an
overdraft facility. cash credit. bill discounting ¢te They alsogive demand and term loans to all wpes of
clients against proper security,
Credit Creation: 1t is the most significant function of the commercial banks. While sanctioning a loan to 4
customer, a bank does not provide cash to the borrower instead it opens a deposit account from where the
borrower can withdraw the money. In these process commercial banks create credit money
Secondary Functions: Along with the primary functions each commercial bank has 1o pertorm severyl
secondary functions too. This is also mcluding more agency functions or general utility functions, |he
secondary functions of commercial banks can be divided into agency funetions and utility functions
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a) Discounting hills of exchange: 1t is 2 written agreement acknowledging the amount of money o be
paid against the goods purchased at a point of time in the future. The amount can also be cleared betore the
quoted time through a discounting method of & commercial bunk.

Overdraft Facility: 1t is an advance given to a customer by keeping the current account 1o o erdraw up to
the given limit.

Purchasing and Selling of the Securities: The bank offers you with the facility of selling and buving the
securities.

Locker Facilities: Bank provides lockers facility 1o the customers to keep their valuable belonging or
documents safely. Banks charge a minimum of an annual fee for this service.

Paying and Gather the Credie: 1t uses diflerent instruments like a promissory note, cheques and bill of
exchange.

Role of Scheduled Commercial Banks:

Banks are one of the most important parts of any country. In this modern era. its necessity is ven
important. A developed financial system of the country ensures 1o attain development. In the modermn
scenario, all banks have provided loans and advances. outstanding credit facility o agriculture, industry,
transport operators, trade, finance, personal loan. professional and other services ete. The primary role of
the bank credit is generating employment opportunities and set up MSMEs in the rural. semi urban and
urban areas.

Table No.1, District wise No. of Accounts of SCBs in Marathw ada Region
(Accounts in thousand)

 Distriet 2016 | 2017 EEEIIT 2019 2020
Aurangabad 479888 505786 503678 660417 | 819812
Beed | 327282 371018 360630 397232 373517
Latur | 191254 207608 222757 254306 I 325568
Usmanabad 168155 181414 | 192980 | 206567 | 212520
Parbhani 320249 | 415677 | 499403 | 401154 _} 349074
Nanded | 425265 485170 462802 475187 20151
Jalna ‘ 337022 3653816 . 347870 | 393531 377803
Hingoli | 132030 | 159233 | 67607 | 162957 ] 143096
~ Total 2383145 | 2691722 | 2747727 2951351 | 3123550

" Data sou ree: htlgs:ﬂdbic.rbi.urg.in

Table no. 1 shows that the numbers of activated accounts of scheduled commercial banks in
Marathwada region have been increased “year by vear™. There are eight district have been included in the
Marathwada region. The accumulated number of accounts of scheduled commercial banks in the year of
March 2016 is 2383145 (lakh) and at the end of March 2020 the 1otal number of accounts opened in the
SCBs is 3123550 (lakhs). under the regulation of RBI act 1934 These all Indian commercial banks have
provided beneficial services o the customer like zero balance account. debit card, credit card, various
loans, online payment service. digital banking services etc.. banks play an important part in the
development of rural area.

Chart No.1, District wise No. of Accounts of SCBs in Marathwada Region
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3000000 2020
2000000 \ B mmmomee 2019
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Above chart shows the line position of largest number of accounts rapidly opened n 2016 1 2020
in Aurangabad Beed. Parbhani. Jalna and Nanded District. Lowest no. of accounts opened in Usmunabad
and Hingoli districts because both are geographically small destination places and minimum number ol
population is living in both districts. As well as there is not huge employability. So. the number ol
borrowers seems to be low that is shown in the table no.2 and table no. 3.
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According To Occupation —March 2019
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(Amount in Thousand)

(Source: dbic.rbiorg.in)
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T T T
__| OCCUPATION | Aurangabad ‘ Beed Hingoli Jalna Latur anded __ Usmunabad  Parbhani
_ LAGRICULTIURE | 3830128 _. 28703184 13934844 35242774 16419882 33811484 19041808 32201373
I. Direct Finance | 33915438 __ 27908373 13208116 313837275 15444789 32163189 _ 18331290 31663126 |
2. Indirect Finance A_T 2445825 ﬂ RE4R11] 636728 1405499 475003 1648205 _ 710518 538249

T, NDLSTRY 63658204 S214004 435888 4970994 7360132 | 10321728 | 1810595 4381384
£ 1. Mining & Quarrying L 16025330 | _._._.,m | 2806 115362 ; 38169 23541 32242 9463
" _. |u|.K§:“,.:.:_:I:;.,“f!ﬁ_:f55._ 1 39824501 | 3..: 349324 | 4371428 6178200 _ 7999757 | . 3688082

ﬁ 3. Elect tricity. Gas & Water o - .ﬁx._,,:: L 1262¢ . Izﬂ:. 17688 130307 737793 | 16824

_|,h Construction | 0007 q .,.,.f.._.... 75002 166316 993166 | 1560835 667015

ML TRANSPORT OPERATORS | Irﬂ__ﬁwubﬁ._._m 376293 143583 316184 1246387 2333119 401926 591528
IVCPROFESSIONAL AND OTHER .

SERVICES ) 14823755 1316827 240049 83641 1604192 1830836 850626 792975
V. PERSONAL LOANS 1 J:M.,...EL 13010363 4146886 9831256 16856676 24611732 TSN3280 9143289
& _ I. Loans for Housing 48335276 | 825255 | 2303763 1 G444850 14601835 1843817 $121547

2. Loans for Purchase of Consumer _

3::_23 _ 402406 | 186880 170047 228883 346076 22417 | 195414
_] 3. Rest ot ._, Personal 1 oan N |.:...4|1.7HH ..u:,,l_..,...f_ 1732030 7182634 9663841 _ 16470410 3828328
L VL .~.x__:=|.,| B x_| 16938961 3726428 JOS8435 3933089 6032924 5408393 ! 21510663 3111500
__ I. Wholesale Trade | SI79408 | 632048 201920 1490348 1341001 $22700 243676 290466
2 Retail Tra ) 4 L.Q:ﬁm[r._fl 836306 ;.tE .|.=m.:;! _ B3RO . 1907087 2820534
VL FINANCE - o 1340s02 | 88149 34692 120469 486258 12532 B 82316 33730

VT ALL OTHERS T48904Y | 371669 144229 811336 1234463 1431339 _ 520387 - HI10884
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The above table no.2 and table no. 3 describe the outstanding credit position ol occupation wise scheduled
commercial banks in the Marathwada region. The large amount of outstanding credit. is shown in
Aurangabad, Beed. Nanded. Jalna, Parbhani. and Latur districts because those are geographically big aregs
and there are agricultural. industrial, transport, professional services. personal loars like housing Touns
purchase of consumer durables loans, trade and finance related services have been provided 1o the
customers in large scale. Hence the SCBs has been disbursed credit 1o the priority sector. industry, trade
and finance but the outstanding credit amount is not recovered by the bank at the end of march 2018 and
2019,
Conclusion:

According to the Reserve Bank of India Act-1934, all Indian and Foreign banks are classified o
WO categories i.e. scheduled and non-scheduled banks out of these the scheduled commercial bunks wre
promoting banking services 1o the all sectors which are contributing in the economic de clopment o4
Marathwada region in Maharashtra state. Scheduled commercial banks are concentrating on providing
more modern banking services to the rural areas. This sector has been the backbone of Indian economic
development. In the modern era. all banks want to give first priority to the rural areas while disbu sing
credit to agriculture, micro. small and medium enterprises, The main roles of SCBs have to increase the
large number of employment generation in the both urban and rural areas in Marathwada (Maharashira)
region i India.
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