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Abstract

The case of funding public welfare in India
is examined in relation to the country's
history, economy, and society. The study
also sheds light on the policies and
activities implemented, the extent of social
control, and the effects on poverty
alleviation, rural development, financial
inclusion, and new issues including non-
performing assets and inclusion gaps.
After providing a suggested plan of action,
more research is needed to address the
remaining sociological difficulties.
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I. Introduction

Over the wyears, the Indian banking
industry  has  undergone significant
changes, especially about nationalizing
banks and then imposing social control
over them. The Furthermore, it looks at the
difficulties presented by economic factors
such non-performing assets (NPAs) and
financial inclusion gaps and suggests a
road map for the future of Indian banking
rules. It explores the institutional
framework, the influence of different
policies, and the impact of the social
control on financial inclusion, rural
developments, and poverty alleviation

One of the biggest banking sectors in the
world, Indian banking is essential for the
growth of the nation. Since independence,
the structure of this industry has changed
dramatically from a mainly private
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banking system to one dominated by state-
owned institutions  following  the
nationalization in 1969.With social control
especially in mind, the main aim behind
this change was to make sure banking
resources would be focused toward public
welfare goals. Social control over Indian
banks was intended to match financial
practices with national development goals
including rural development, poverty
reduction, and economic inclusiveness.
This paper investigates the framework
supporting the in-depth exploitation of
how control mechanisms in Indian banking
have been instrumental in attaining public
welfare and marks.

1. Historical Context of Social Control
in Indian Banking

Private banking system concentrated
financial resources in metropolitan and
wealthy areas before 1969. The rural
economy, which comprised mostly of
agricultural ~ communities, was  not
sufficiently catered for by the financial
system. For the rural population, small
businesses, and underprivileged
communities, this resulted in restricted
credit availability. Lackof financial
inclusion constituted major obstacles to
India's general economic development.
The nationalizing of fourteen significant
commercial banks in 1969 marks a turning
point in the history of Indian banking. The
government decided to nationalize the
banks because it thought that control of
banking activities would allow the
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government to allocate credit to top
priority industries.

I11. TheRegulatoryFrameworkandSocial
Control

Regulating Frameworks and institutional
mechanisms Different laws, rules, and
institutions help to define the regulatory
environment of Indian banking; the
Reserve Bank of India (RBI) helps to
control and supervise the financial
industry. The main elements of the
legislative system enforcing social control
are described in the next sections.

A. The Banking Regulation Act 1949
One of the fundamental laws controlling
Indian banking is the 1949 enacted
Banking Regulation Act (BRA). It offers a
whole structure for the founding, running,
and control of Indian banks. The Act gives
the RBI authority to get involved in bank
operations to guarantee the soundness and
stability of the banking system. The Act's
clauses have changed over years.

B. PrioritySectorLending(Psl)

Guidelines

One of the strongest social control tools in
Indian banking is the PSL policy, which
was instituted in the early 1970s.
Commercial banks are compelled under
the guidelines of the PSL to reserve a
portion of their credit to certain sectors
that are that are deemed to be vital for the
growth of the economy and the
development of underprivileged sections
of society. These industry s are agriculture,
micro, small, and medium enterprises
(MSMESs), education, and housing for the
economically weaker sections. Banks are
supposed to lend 40% of their total
adjusted net bank credit (ANBC) to the
priority industry s as of the latest
guidelines.

Under this, part of the fund is assigned to
agriculture, with some priority given to
small and marginal formers. The policy of
PSL has been effectively utilized in
financing rural areas as well as the
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underdeveloped sectors with a major
impact on rural development

C.The Role of the Reserve Bank of India
(RBI)

The RBI, which was founded in 1935, is
India's central banking authority. Aside
from laying down and implementing
monetary policy, the RBI has a crucial role
to play in regulating and monitoring
commercial banks. The RBI's regulatory
functions ensure that financial institutions
operating accordance  with  national
economic goals. It also oversees the
successful execution of policies like PSL
and coordinates with the government to
ensure banks are fulfilling the general
objectives of economic inclusion and
social welfare. The RBI also monitors the
health of the banking system, including
tackling concerns like capital adequacy,
asset classification, and risk management

Iv. Impact of Social Control on Public
Welfare

Social control for financing in India has
proved to have many important effects;
especially in terms of public welfare. The
main impacts are:

A.FinanciallnclusionandBanking
Services

Prior to nationalization, banking services
in India were confined to urban areas, and
barely reached (rural) populations in
(rural)  and remote  areas. The
nationalization of banks in 1969, allowed
banks to expand their branch network to
(rural) areas. State-owned banks were also
under the direction of the RBI to meet
these populations, granting credit to
farmers, small businesses, and others who
were unbanked or underbanked by
traditional financing operations.

The expansion of bank branch networks
and financial inclusion through initiatives
such as Jan Dhan Yojana, have allowed for
significantly more bank accounts and
financial services for poor people in India's
rural communities. The RBI has reported a
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markedly increased number of bank
branches  in  rural areas  post-
nationalization, and today, millions more

V Impact of Social Control on Public
Welfare

Social control for financing in India has
proved to have many important effects;
especially in terms of public welfare. The
main impacts are:

A. FinanciallnclusionandBanking

Services

Prior to nationalization, banking services
in India were confined to urban areas, and
barely reached (rural) populations in
(rural) and remote areas. The
nationalization of banks in 1969, allowed
banks to expand their branch network to
(rural) areas. State-owned banks were also
under the direction of the RBI to meet
these populations, granting credit to
farmers, small businesses, and others who
were unbanked or underbanked by
traditional financing operations.

The expansion of bank branch networks
and financial inclusion through initiatives
such as Jan Dhan Yojana, have allowed for
significantly more bank accounts and
financial services for poor people in India's
rural communities. The RBI has reported a
markedly increased number of bank
branches  in  rural areas  post-
nationalization, and today, millions more
people in rural India have access to
banking services for the first time.

B. Credit Flow to Priority Sectors

The PSL framework has enabled credit to
flow to sectors that are important for the
inclusive  growth of the country.
Agriculture, which is the foundation of the
Indian economy, has received substantial
Credit support, enabling farmers to
purchase loans for several inputs,
technology, and infrastructures. Likewise,
small-scale industries and microenterprises
have obtained credit support, with some
success creating jobs and enhancing rural
enterprenurship.
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Also, the housing sector has had access to
priority sector loans as well, which has
provided loans for low-income families to
acquire affordable housing finance. The
success of these initiatives to enhance
public welfare is shown in the growing
number of small  farmers, rural
entrepreneurs, and low-income families
now provided with banking services.

C.PovertyAlleviationandRural
Development

Social Control through banking
regulations provided a strong link to
helping food and poverty alleviation. The
access to credit together with Government
programs like the Rural Employment
Guarantee Scheme (MGNREGA), made
significant impacts to rural development.
Credit to rural areas has improved
productivity to farmers, contributed to
reduced poverty and created income.

V. Challenges and the Way Forward
Although social control has had a positive
influence, the Indian Banking sector still
face many challenges in the modern
banking era

A. Non- Performing Assets (NPAS)

The presence of Non- Performing Assets
(NPAs) presents a major challenge in
ensuring the stability of the Indian banking
system. Although the PSL policy has
opened opportunities for loans to be lent to
priority sectors, a large portion of the loans
have become NPAs due to poor repayment
capacity, delayed projects and inadequate
risk management. The RBI and the
government have taken steps towards
resolution through the implementation of
the insolvency and Bankruptcy Code (
IBC), but NPAs continue to be a major
issue for the banks.

wWww.ijmsrt.com

DOI: https://doi.org/10.5281/zenodo.15294007




Volume-3,Issue-4,April -2025

B. FinancialLiteracy and Inclusion Gaps
While Financial Inclusion has come a long
way, there are still considerable gaps in
regards to financial literacy and inclusion,
particularly in rural and far-flung areas.
Many individuals living in these areas are
ignorant of banking products and services
which inhibits the complete benefit of
financial services. Therefore, constant
education and awareness of financial
products, services and risks need to be
undertaken by the government and RBI.

C.Adoptingto Technology Advancement
The Indian  Banking industry is
encountering rapid advances in
technology, more particularly  with
developments in digital banking, the use of
mobile wallets and fintech. Although there
may be a greater opportunity for enhanced
financial inclusion though implementing
this innovation there are other important
considerations such as the regulatory
framework, security issues and the rightful
equal access and use of digital
technologies employed by those involved
in formal and informal banking. On the
other hand, there are still some positives
the regulatory framework can be
considered for to deal with some of the
problem the rapid advancement in
technology faces and to maintain the
observation of our status of approaching
that of overseeing the welfare of our
people.

V1. Conclusion

Social control of banking in India has
provided an important service in bringing
financially beneficial services into the
world of public welfare. Social control has
been applied to banking through
nationalization, regulatory practice, and
policies like Priority Sector Lending. As a
result, the Indian government has directed
financial services credit to social and
economic desirable sectors like
agriculture, rural infrastructure and
housing. The banking sector has had a
somewhat impressive track record in
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promoting financial inclusion, although
challenges remain such as NPAs, financial
literacy, and the apparent need to always
be adapting to technology. It is vital to
confront these challenges in order for the
Indian banking sector to produce results
that will advance the welfare of India at
large
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