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ABSTRACT  

The economic reforms initiated by the Government of India about two decades ago have changed the landscape 

of several sectors of the Indian economy. The Indian banking sector is no exception. This sector is going 

through major changes as a consequence of economic reforms. The role of banking industry is very important 

as one of the leading and mostly essential service sector. India is the largest economy in the world having more 

than 120 core population. Today in India the service sector is contributing half of the Indian GDP and the 

banking is most popular service sector in India. The significant role of banking industry is essential to speed up 

the social economic development. Banks plays an important role in the economic development of developing 

countries. Economic development involves investment in various sectors of the economy.  

This is leading to a growing demand for competitive, sophisticated retail banking services. This paper explains 

the changing banking scenario, the impact of economic  reforms and analyses the challenges and opportunities 

of national and commercial banks. In this paper an attempt has been made to identify the general, challenges 

andOpportunities for the Indian Banking Industry along with the innovative way of banking sinceThe inception 

of the banking industry. The banking sector in India has seen a number ofChanges. Most of the banks have 

begun to take an innovative approach towards banking withThe objective of creating more value for customers 

in the banks. The major revolution wasBetween the year 1990 and 2000 when a number of innovations changed 

the way bankingWas perceived. Most of banks started providing various services such as providing ATMs 

toTheir clients, Internet banking, Mobile banking, SMS banking and recently Tab banking.. 
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I. INTRODUCTION  

 

A bank is a financial institution that provides banking and other financial services to their customers. A bank is 

generally understood as an institution which provides fundamental banking services such as accepting deposits 

and providing loans. There are also nonbanking institutions that provide certain banking services without 

meeting the legal definition of a bank. Banks are a subset of the financial services industry. A banking system 

also referred as a system provided by the bank which offers cash management services for customers, reporting 

the transactions of their accounts and portfolios, throughout the day. 

The Indian banking has finally worked up to the competitive dynamics of the ‘new’ Indian market and is 

addressing the relevant issues to take on the multifarious challenges of globalization. Banks that employ IT 
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solutions are perceived to be ‘futuristic’ and proactive players capable of meeting the multifarious requirements 

of the large customers base. Private banks have been fast on the uptake and are reorienting their strategies using 

the internet as a medium The Internet has emerged as the new and challenging frontier of marketing with the 

conventional physical world tenets being just as applicable like in any other marketing medium. 

The Indian banking has come from a long way from being a sleepy business institution to a highly proactive and 

dynamic entity.  This transformation has been largely brought about by the large dose of liberalization and 

economic reforms that allowed banks to explore new business opportunities rather than generating revenues 

from conventional streams (i.e. borrowing and lending).  The banking in India is highly fragmented with 30 

banking units contributing to almost 50% of deposits and 60% of advances.  Indian nationalized banks (banks 

owned by the government) continue to be the major lenders in the economy due to their sheer size and 

penetrative networks which assures them high deposit mobilization.  The Indian banking can be broadly 

categorized into nationalized, private banks and specialized banking institutions. 

The financial development in Indian banking industry occurred with the adoption of Social  control  over  banks  

in  1967  leading t o  nationalsation  of  14 major scheduled banks in July  1969 .    Following the  first  round  

of  nationalization  the  second  round  consisted  of  6 commercial banks in April, 1980.   With branches  of 

more  than  67,000  of  which  48.7 percent being  rural  serving millions  of peoplee every day.   The  Indian 

banking  sector  constitutes  the most significant segment of the  financial  system  of  India.   To cater the needs 

of the customer Banks have taken various technological and marketing initiative. 

 

II. OBJECTIVE 

 

The objective of this paper is to explain the changing banking scenario, to analyze the impact of liberalization, 

privatization & globalization and to study the challenges and opportunities of national and commercial banks in 

changing banking scenario. In addition to this, an attempt is made to understand the significance of banks in 

India. 

 

2.1 Structure of Organised Banking Sector In India 

The  Reserve  Bank  of  India  began  operations   on    April 01, 1935.  The banks in India arebeing segregated 

in different groups. Each group has their own   advantages and benefits, owndedicated target markets  and  

customer  base  with  limitations  of  operation in India. Bankingindustry in  India  functions  unde r the  egales  

eye  of  Reserve  Bank  of India  which  is  theregulatory central bank. Banking Industry mainly consists of 

Commercial Banks and Cooperative Banks 
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2.2 Methodology 

This paper is the outcome of a secondary data on Indian Banking Sector with special reference to Indian context. 

To complete this, annual reports, various books, journals and periodicals have been consulted, several reports on 

this particular area have been considered, and internet searching has also been done. 

 

III. CHALLENGES FACED BY INDIAN BANKING INDUSTRY 

 

Developing countries like India, still has a huge number of people who do not have accessto banking services 

due to geological fragmented locations. But if we talk about those people who are availing banking services, 

their expectations are raising as the level of services are increasing due to the emergence of information 

technology and competition.  

With the entry of foreign banks in Indian market, the number of services offered has increased and banks have 

laid emphasis on meeting the customer expectations. Now, the existing situation has created various challenges 

and opportunities for Indian commercial banks to sustain in the market. In order to encounter the general 

scenario of banking industry we need to understand the challenges and opportunities laying with banking 

industry of India. 

 

IV. GLOBAL BANKING AND CHALLENGES 

 

 It is practically  and   fundamentally impossible for any nation to exclude itself from worldeconomy. As  India  

spread    the   red  carpet  for  foreign  firms   in   1991   for sustainabledevelopment of the Indian bank ,    one 

has to adopt integration    process   in   the form ofliberalization and globalization. These foreign banks are large 

in size, technically advancedand having presence in global market, which  gives more and better options and 
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services toIndian traders. There are 36 foreign banks operating in  Indian  market,   which   becomes amajor 

challenge for Nationalized and  private  sector banks.    

The newly arrived private sector banks and foreign banks   in Indian    market are equippedwith latest 

technology have really sensitized the ordinary customers of the banking servicesto the need for quality in terms 

of innovative products as   well    as  delivery process Thesebanks are aggressively targeting the retail  business   

and consequently grabbing the market share of public sector banks. 

 

4.1 Indian Government Innovative initiative 

In August 2014 India’s New Prime minister had declared Prime Minister’s Jan DanYojana it is an innovative 

initiative taken by the new government . Under the new schemelaunched in India every Indian family will be 

enrolled in a bank for opening a zero balanceaccount . This scheme not only provides the Indian families to have 

an account but it alsooffer various benefits for the poor families. This new scheme is the first step 

towardsbringing economic equality in the country. 

 

V. RURAL BANKING CHALLENGES 

 

Major challenges of rural banking in coming  years  are  that banks  will have    to cover allunbanked villages 

having adult population of more than 2000. There are about 73,000 suchvillages that have no formal banking 

channel. Over the next five years bank needs to covervillages with a population of less 2000 with basic banking 

facility. RBI has directed to allbanks that within the next 5 years the banking system must be extended to India’s 

villagesas part of financial inclusion.    But a profitable business model for banking the unbankedremains 

elusive. Since   ensuring comprehensive physical presence withbrick and mortarBranches is difficult. 

To supplement the efforts of the existing banks, RBI is examining the possibility of permitting industrial houses 

and big corporations to set up banks. Banks have to explore using modern information and communication 

technologies and other means of outreach such as business correspondents and the emerging 3G technologies to 

expand their reach in ruralareas and promote financial inclusion. 

 

VI. CHALLENGES AND OPPORTUNITIES 

 

The Indian banking sector continues to face some structural challenges. We have a relatively large number of 

banks, some of which are sub-optimal in size and scale of operations. On the regulatory front, alignment with 

global developments in banking supervision is a focus area for both regulators and banks. The new international 

capital norms require a high level of sophistication in risk management, information systems, and technology 

which would pose a challenge for many participants in the Indian banking sector. The deep and often painful 

process of restructuring in the Indian economy and Indian industry has resulted in asset quality issues for the 

banking sector; while significant progress is being made in this area, a great deal of work towards resolution of 

these legacy issues still needs to be done. The Indian banking sector is thus at an exciting point in its evolution. 

The opportunities are immense – to enter new businesses and new markets, to develop new ways of working, to 

improve efficiency, and to deliver higher levels of customer service. The process of change and restructuring 

that must be undergone to capitalize on these opportunities poses a challenge for many banks.  
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The Indian banking sector is faced with multiple and concurrent challenges such as increased competition, rising 

customer expectations, and diminishing customer loyalty. The banking industry is also changing at a 

phenomenal speed. While at the one end, we have millions of savers and investors who still do not use a bank, 

another segment continues to bank with a physical branch and at the other end of the spectrum, the customers 

are becoming familiar with ATMs, e-banking, and cashless economy. This shows the immense potential for 

market expansion. The exponential growth for the industry comes from being able to handle as wide a range of 

this spectrum as possible. In this complex and fast changing environment, the only sustainable competitive 

advantage is to give the customer an optimum blend of technology and traditional service.  

As banks develop their strategies for giving customers access to their accounts through various advanced 

services like e banking, mobile banking and net banking, they should also regard this emerging platform as a 

potential catalyst for generating operational efficiencies and as a vehicle for new revenue sources. Banking 

industry‘s opportunities includes  

 A growing economy  

 Banking deregulation  

 Increased client borrowing  

 An increase in the number of banks  

 An increase in the money supply  

 Low government-set credit rate  

 

VII. CONCLUSION 

 

To survive in an increasingly  competitive  environment,  bank need  to  come up with various facilities like 

Internet banking, mobile banking etc. With the onset of mobile banking, the industry finds  itself  at the threshold  

of the next  major  technological  leap.       Also, the traditional way of operations  will  slowly  give  way  to  

modern technology.    Today  Indian Banking is at the crossroads of an invisible revolution. 

Banks may have  to go  for mobile  banking  services  for a    cluster  of  villages. lternatively,technological 

institutions have to come out with low-cost, self-service solutions, ATMs. Overthe next decade, the banking 

sector is projected to create up to two million  new jobs,  drivenby the efforts of the RBI and the Government of 

India to integrate financial services into ruralareas. More research and analysis are needed to make financial 

inclusion a major success inrural areas.The major challenges for the Prime Minister’s     Jan Dhan Yojana would 

be availability ofBanking facility in the rural area like availability of Bank branch , ATM’s , Internet facility. 
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