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Challenges and Opportunities in Indian Banking Sector
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troduction

The banking system in India should not only be hasale fiee but it should be able to et
¢ ncw challenges posed by the technology and any other external and internal factor. For the

1 three decades, Indiats banking system has scveral outstanding achicvements 16 its credit The
anks arc the main participants of the financial system in India. The BanKking sector offers sevceral
cilitics and opportunities to their customers All the banks safeguards the money and valuables
d provide loans, credit. and payment services, such as checking accounts, money orders. and
shier's cheques. The banks also offer investment and insurance products. As a variety of madels
or coopceration and intcgration among finance industries have emerged. some of thc traditional
istinctions between banks, insurance companics, and securities fimms have dimnished. In spite ot
ese changes, banks continue to maintain and perform their primary role—accepting deposits and
nding funds from thesec deposits.
bjective

The objective of this paper is to explain the changing banking scenario. to analyze the

pact of liberalization. privatization & globalization and 1o study
pportunities of national and commercial banks in changinge bankling <cenan
n attempt is made to understand the significance of banks in India.
Mecthodology

This paper is the outcome of a secondary data on Indian Banking Scctor svith specia
feference to Indian context. To complete this, annual reports. various books. journals and
ipcriodicals have been consulted, scveral reports on this particular area have been considered. and
linternet searching has also been done.

Challenges And Opportunitics ]

The Indian banking sector is faced with multiple and concurrent challences -
mcreased competition, rising customer expectations, and diminishing customer lox alrs Thic
banking industry s also changing at a phenomenal speed. While at the one end. we have il iGEe
of savers and investors who still do not usc a bank, another segment continues 1o bankh \\l.“v 3
iphysical branch and at the other end of the spectrum, the customers are becoming tamiliar ‘.\.Am;

ATMs, ec-banking, and cashless economy. This shows the_ immense potential for market expansion
| The exponcntial growth for tl.\c industry comes from being able to handle as wide a range of “’h()
ispectrum as possible. In th|§ complex and fast cha_nglng environment, the only sustainable
i competitive advantage is to give the customer an optimum blend of technology and traditionzi

' service. ) & =
. As banks develop their strategics for giving customers access to their accounts through
various advanced services like ¢ banking. mobilec banking and net banking. they should also regard

the challenges
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this CERABYS plationm as a potential catalyst for gencrating operational cihiciencie el e o
vehick v new revenue sources

India’s banking sector has made rapid strides in reforming and alipning sl e the nes
competiine business environment. The major challenges faced by banks touay arc as
cope withcompetitive forces and strengthen their balance sheet. Today, banks arc grodnis
burden of NPA's. It 1s nghtly felt that ;hcsc contaminated debts, if not recovered. will cat vtee the
very vitals of the banks.
Revolution of Information Technology

Banks may have to go for mobile banking services for a cluster of villages. Alterniative "
technological institutions have to come out with low-cost, self-service solutions/ ATMs Lhe
govemment and the RBI should actively support such rescarch efforts. Here, it is ‘f'(’n"“""' -
mention that the adaptability of the Indian rural population to high-tech devices 1S on« of it
fastest in the world. A wider dissemination of information on technologies and products . th
Indian banking industry by the research institutions could benefit the banking institutions  This
cross-pollination of ideas would mutually enrich the banking and the technology deVCh"l'”" "
processes. The Indian banks are subject to tremendous pressures to perform as otherwisc ther veny
survival would be at stake. The application of IT and e¢-banking is becoming the order of the iy
with the banking system heading towards virtual banking.

Industrial Development
The developments in Indian industry and government and the integration of India with the

global markets also offer innumerable opportunities to the banking sector. Companices amld
governments are increasingly seeking high-quality banking services to improve their ow
operating efficiency. Companies seek to offer better customer service and maximize sharcholde
returns and governments seek to improve the quality of public services. The internationalization «f
India offers banks the opportunity to service cross-border needs of Indian companies and ludia

linked needs of multinationals.

Knowledged Society
Building knowledge-driven, leaming organizations is important in the current scenatio

rapidly evolving operating environments. Knowledge and asstmilation of new ideas and trend:. .
essential to keep the organization ahead on the curve. This is true for banking as it is for all oth
sectors. Banks must continuously seek to be aware of cutting edge practices in bankiny
internationally and institutionalize this learning across the organization. This will prepare them
the future as Indian markets become more sophisticated and integrated into the global financial
markets. Another critical area for the Indian banking sector is people. The ability to attract and
retain talent is a key success factor for a people-oriented business like banking. Banks have t.
build organizations that are process driven yet innovative, stable yet flexible, and responsive t

change.

Intense Competition
The RBI and Government of India kept banking industry open for the participants ol

private sector banks and foreign banks. The foreign banks were also permitted to set up shop ou
India cither as branches or as subsidiaries. Due to this lowered entry barriers many new playcis
have entered the marketsuchasprivate banks, foreign banks, nonbanking finance companies, ¢t
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 foreign banks and new private sector banks have spearl he hitech revolution
b oal and gm\\’ih m~ hlp,hl_\- competitive environment i!)t‘.':n.lcml the g",llnw rah p“””'" nnd
; jent customer Service, which calls for appro yiate ¢ )‘.m ° lm-\'c - (n.ln,uu_ and crstomaer
o pmccdurcs. priate customer centiie |

. ))10.\"-‘“5‘ Rctm}lion
.l’hc banking industry has transformed rapidly in the last ten ycars, ShARTE
’ncx.u_wnal :}nd customer service-oriented to an increasingly agg.rcssivc environment, )
stition for revenue is on top priority. Long-tim‘c banking employces aré l')ccnn’ll‘n[;.'
: nc-lm!lted with the industry and are often resistant to perform up to new expectations: I.hc'
: S inishing employee morale results in dccx‘cas;c;l rcvcnulc Duc to the intrinsically close “cst
)\‘cen staff.aud _clients, losing those employees complcicly can mecan the loss of V“lualflbl
y omer relationships. There tail banking industry is concerned about employec retcn.tion_ o &
cls: ﬁ:om tellers to executives to customer service representatives because competition 1S always
kving in to hire them away. ’

Wl.ancial inclusion

B Financial inclusion has become a necessity in today‘s business €

:c.iuced by business houses that have to be under the check from V ; .
b“wronmental concerns, corporate governance, social and ethical issues. Apart from it to l?ndgc
¢ gap between rich and poor, the poor people of the country should be given proper attention to
hprove their economic condition. In India, RBI has initiated several mecasures 10 :achleve greater
financial inclusion, such as facilitating no-frills accounts and GCCs for small deposits and credit.

gimely Technological up gradation

’ Already electronic transfers, cleari
fompetition it is necessary for banks to absorb the technology an

lobal banking

. The impact of glob
bound to compete with globa
\ere are 36 foreign banks opc
and private sector banks.

yclusion _

E The pre and post liberalization era has witnessed various environmental changes which

directly affects the aforesaid phenomena. It is evident that post liberalization era has spread new
has also posed some challenges. This article

golours of growth in India, but simultaneously it
discusses the various challenges and opportunities like High transaction costs, 1T revolution,
limely technological up-gradation, intense competition, privacy & safety, global banking, financial

inclusion. Banks are striving to combat the competition. The competition from global banks and
cchnological innovation has compelled the banks to rethink their policies and strategies. Djfferent
products provided by foreign banks to Indian customers have forced the Indian banks to diversity
and upgrade themselves so as to compete and survive in the market.

The biggest challenge for banking industry is to serve the mass and huge market of India
Companies have become customer centric than product centric. The better we understand om;
-ustomers, the more successful we will be in meeting their needs. In order to mitigate above
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wed challenges Indian banks must cut their cost of their services. Another :3:»!’:""‘”‘
"‘_.‘::;\nu‘l‘ the challenges is product differentiation. Apart from traditional banking “’(;r\;:(,;,(ﬁ;;cuwm
M}\s must adopt some product innovation so that they can compete in gamut; of consumt
‘Shnolot-}}’ up gradation is an inevitable aspect to face challenges. The lfl‘xlcy need intern!
:m-cncss 1S §igx\iﬁcamly higher as compared to previous years. Now-a-days
nking, mobile banking and ATM services.
cferences
1. www.wikiepedia.com
2. www.moneyindia.com.
3. www.ibef.org/industry/banking-india.aspx
)
—

274




