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Abstract 

This paper mainly analyses the effect of nationalisation and social control on the banking sector 

until economic reforms are implemented.  Social manipulation has become essential in providing 

tips for bank control.The objectives have become to serve the wishes of improvement of the 

financial gadget in conformity with national policy targets. It became believed that the goals and 

regulations of the countries might be executed via nationalisation. It is also felt that financial 

institution deposits can be used for the monetary improvement of America as a whole in the 

desire for favourable industries and industrial business enterprise houses—Spread of banking 

and deposit mobilisation in which enormous achievement of nationalisation. Significant 

structural adjustments in the deployment of business financial institution credit scoresrequire 

functional movement on three planes: (i) rigorous management on the pre-emption of credit 

scores by way of medium and large-scale industries; (ii) prescription of policies and gadgets for 

steering credit in desire of the specific 'precedence' regions; and (iii) improvement of a 

framework of units and establishments. This paper strives to read the performance of business 

banks at some point of the publish-nationalization length in regard to all of those specific factors. 

Keywords –Social control, Nationalization, pre-emotion, commercial enterprise homes, 

structural adjustments, precedence. 
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Nationalisation alludes to the circumstance where the public authority assumes control over a 

private association. Through this activity, government bodies have proprietorship and authority 

over these bodies, prompting the past proprietors or investors to lose their speculation.  

 

The process of bank nationalisation in India, which commenced with the government taking over 

the 14 largest commercial banks on 19 July 1969 through the Banking Companies (Acquisition 

and Transfer of Undertakings) Ordinance, 1969, holds significant historical importance. These 

banks, which accounted for about 80% of the total bank deposits in the country, were 

nationalised. This trend continued in 1980 when six more private banks were nationalised. Prior 

to 1969, the State Bank of India was the central bank, a fact that is often overlooked. It was 

known as the Imperial Bank before its nationalisation in 1955. Currently, India has 19 

nationalised banks, a testament to the enduring impact of this historical event.  

There are different explanations behind the event of such nationalisation. One of the significant 

reasons is to empower need areas. The farming area was disregarded for seemingly forever by 

business banks. These banks were viewed as taking into account just enormous ventures and 

organisations. Approx. 2.3% of the bank advances were diverted to ranchers in 1950, declining to 

2.2% in the next 17 years—the public authority needed to open new branches in the country and 

reverse regions. The public authority is additionally required to prepare investment funds through 

nationalisation and use them for better and more valuable purposes, prompting proficiency. 

There were different financial and political reasons, too. Bank nationalisation was one of her 

reactions to the monetary and political difficulties of the time. For example, the conflicts with 

China in 1962 and Pakistan in 1965—put a squeeze on open accounts. 

2Circumstances that prompted the choice to nationalise business banks were:  

 Possession and control in a couple of hands 

 Convergence of abundance and force by hardly any large mechanical houses who 

utilised the bank assets to assemble their realms.  

                                                             
2 Nationalization and Social Control – Needs and Objectives  
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 Disappointment of banks to assemble assets from unassuming communities and towns by 

not opening branches in humble communities and towns  

 Misutilization of assets and forces by some personal stakes. As such, cash prepared by 

banks was not utilised for financial advantage or improvement.  

 Oppression of private venture units.  

 Banks dismissed the requirements of the horticultural area of the economy by 

overlooking little ranchers, taking the supplication that it is a hazardous area.  

 Abuse of assets by banks - A few banks were financing hostile to social components, 

which, to get enormous benefits, made deficiencies of fundamental products, influencing 

the overall population on the loose.  

 Banks neglected to follow the destinations of the long-term plan arrangements and 

system wherein areas of the economy were given need. Private control of the banks 

prompted different improvement deterrents to accomplish the arrangement targets.  

3Impact of Nationalization  

The gross investment rate rose from 13.9% in 1969 to 24.1% in 1990. Nationalization Bank 

nationalisation also has both a negative and constructive outcome. Right off the bat, constructive 

outcomes incorporate an increment in monetary reserve funds since the moneylenders are 

opening branches with no financial branch. Also, there was an expansion in gross home-grown 

investment funds during the 1970s.  

There was also an improvement in financial effectiveness, leading to a lift in the certainty of 

people in banks in general. It also lifted the limited-scale ventures and other little area 

organisations that were kept down, including farming. This brought about the general 

development of the economy. There was a significant expansion in the entrance of the banks, 

particularly in country regions. Further, monetary incorporation was seen because of the 

development of financial intermediation.The percentage of bank shops in GDP rose from thirteen 

in 1969 to 38% in 1991. The gross reserve budget price increased from 12.8% in 1969 to 21.7% 

in 1990. The part of advances to GDP rose from 10% in 1969 to 25% in 1991, confirming the 
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utility of financial coverage in furthering redistributionist goals. The bank branches had reached 

every urban location and far-flung areas.An increase in the public deposit because of 

nationalisation was triggered, leading to rapid growth in all business classes. This was also the 

golden time of the Green Revolution, which Indian history considers to be the period of rapid 

India’s development. However, along with all these positive impacts, there were also some 

negative impacts. Although nationalisation was able to help small-scale businesses, it was 

incapable of eradicating poverty in India. The entire nationalisation process did not surpass the 

number of private banks, i.e. private banks still held a dominant place in the market. 

Nationalisation alone was also unable to achieve financial inclusion; Jan Dhan Yogna had a role 

to play in it because it was after the launch of this scheme that financial inclusion was increased. 

4Transformation of the Banking System  

The post-nationalization banking regime had 27 banks under the Public Sector Banks (PSBs), 

which now provided credit and allowed people to deposit their savings in the banks, thereby 

ushering in a new era for the residents of rural and semi-urban regions of the country. Providing 

banking services in remote locations was not cost-effective in the short term and was among the 

significant barriers for private banks. Still, the RBI, along with the Public sector banks, devised a 

model to steadily grow the banking infrastructure in rural and semi-urban locations with schemes 

such as the Lead Bank Scheme (LBS) in 1969, the State Level Bankers’ Committee (SLBC), 

district credit plans, priority sector lending (PSL) norms in 1974, branch expansion policy and 

the formation of Regional Rural Banks in 1975.  

These schemes helped attain the outreach plans of the Reserve Bank of India and the Public 

Sector Banks.The Public sector Banks also helped implement welfare schemes in coordination 

with the State, district, and taluka-level administrations. Individuals in the rural regions 

depended on the PSBs for their subsidies and the welfare schemes allotted by the state and 

central governments. The government-sponsored debt waiver schemes and agricultural subsidies 
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provided through the PSBsimpacted the country's rural regions. They helped finance rural 

business enterprises and helped increase the economy of the rural areas. 

The number of bank branches increased from 8,187 in 1969 to 59,752 in 1990 to 1,41,756 in 

March 2019. The share of rural and semi-urban branches varied from 58.4% to 77.2% to 62.89% 

during this period. The total network of rural and semi-urban branches was 89,144 in March 

2019, compared to 4,781 in 1969 and 46,128 in 1990. In addition, 1.26 Lakhs Bank Mithras 

(business correspondents) provide branchless banking in villages 

5Nationalisation and Social Control 

The purpose of social control changed into tied in with making banking region to be had in areas 

in which those administrations have been not open. Bank nationalisation altered how all accounts 

were no longer the only apparatus applied. Preceding nationalisation, there was a time when the 

country was associated with cooperatives, which helped take the town degree agrarian credit 

score cooperatives to almost one hundred in range. The state settled 196 Regional Rural Banks 

(RRBs) between two nationalisations. This nationalisation must be viewed as just one (massive) 

step in some drives taken by using the nation. While nationalisation presented admittance to the 

enterprise banking framework, the aim of social control was carried out via two massive 

arrangement drives: department authorising and need vicinity loaning necessities.  The 

expression of social manipulation in banks and banking has come into fashion since December 

1967.There have been lawsuits to the general public of monetary organisation advances directed 

to the large and medium scale industries and hooked up business homes. The world's traumatic 

precedence alongside agriculture and small-scale industries was not receiving their due 

proportion. It also alleged that the administrators of banks, who were usually industrialists, 

influenced many banks in granting indiscriminate advances to such businesses, firms or 

organisations in which the directors had been traditionally involved. These and different alleged 

mismanagements of the banks, givenparticularcriticism, justified their call for the nationalisation 

of banks. The principal goals of social control are to spread the financial institution's credit score, 

save its misuse, direct a larger volume of credit score flow to precedence sectors and make it a 
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more effective tool foreconomic improvement. Social manipulation was vital to provide proper 

guidelines for financial institution management. It became felt that a realistic and equitable 

distribution of credit score scoresneeds to be ensured with the help of periodic assessment of the 

decision for bank credit score rating, dedication of priorities for lending and investment among 

various sectors of the economic system and properly sufficient have a look at-up of these by 

using the banking machine. It predicted that this sort of step might ensure a higher alignment of 

the banking device with the goals of economic coverage.The National Credit Council (NCC) was 

installed in February 1968 to help the Reserve Bank and the Government allocate credit score 

ratings according to devised priorities.  Under social management, bankers have been requested 

to satisfy the wishes of the farmers, small industries and exceptionally overlooked sectors. 

However, it was felt that social manipulation would be slow to fulfil the desires of society; 

therefore, the Government of India suddenlynationalised 14 important Indian banks on July 19, 

1969. The Government of India nationalised pinnacle 14 scheduled industrial banks by 

promulgating an ordinance. Since then, those nationalised banks have been jogging as unbiased 

gadgets, and the Government is figuring out their credit score policy. 

Again, on April 15, 1980, the Government of India nationalised six greater commercial banks, 

and with this average quantity of such banks has stepped forward to twenty. Suppose we 

encompass the State Bank of India and its seven subsidiaries, which were nationalised in 1956. 

In that case, the entire quantity of nationalised banks in India at gift stands at 27 (New Bank of 

India has, for this reason, merged with Punjab National Bank in September 1993).Both 

ownership and control of commercial banks rest in the Government's hands in Nationalization. In 

Social Control, the bankers only face restricted freedom in regulating the banking sector, 

whereas the government may more effectively distribute credit for social welfare. Before the 

Nationalization of Banks in 199, a social scheme to regulate credit was implemented to eradicate 

the neglect in considering the credit needs of agriculture, weaker sections and small–scale 

industries.  The social control scheme had no effect, and the situation remained unchanged. The 

majority of banks neglected the implementation, and the policies were regulated by those who 

had prior control. The Government believes that the social control scheme will not be enough 

and therefore considersnationalisation an alternative scheme. 

https://www.ijalr.in/
mailto:editorial@ijalr.in


 

https://www.ijalr.in/ 

© 2024 International Journal of Advanced Legal Research 

VOLUME 4 | ISSUE 4                              MAY 2024                                        ISSN: 2582-7340 

 

For general queries or to submit your research for publication, kindly email us at editorial@ijalr.in 

 
 

  

 

6 The Social Control Scheme 

 Reconstruction of Board of Directors – Fifty-one % of them should have specialised 

expertise in accountancy, banking, cooperation, economies, finance regulation, 

small-scale industries and other subjects beneficial to the banking economy.  

 Appointment of a entire time director  

 Imposition of limit on loans to be granted to the director's challenge  

 The scheme also supplied for the takeover of banks with the aid of the Govt under certain 

situations. 

The primary objectives  of the social control scheme  

 Wider spread of bank credit 

 Directing massive extent of credit score drift to the concerned zone 

 Reducing the authority of the managing committee members since they acted as 

the representatives of the industrialists.  

7Situation after social control 

 Created the tempo of branch expansion, to begin with  

 No significant achievement was made in channelising good enough credit to the priority 

and weaker sections  

 In many banks, the policies were managed through the ones who had managed these 

banks earlier  

 Many banks disregarded the directions issued by the government. 

The consequent impact 

 The Government believed that social control was insufficient to make the economic 

banking gadget significant for socio-monetary improvement.  

 Bank nationalisation was taken into consideration as the opportunity answer. 
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The Remedial move  

 Demand for nationalisation of business banks was raised quite frequently.  

 The Government no longer received the social control scheme due to administrative 

problems and other consequential consequences in the economic system. 

8Conclusion  

The banking system has been confirmed to be a substantial asset to India’s financial growth and 

development. In recent instances, there may be an accelerated call for privatisation of the banks 

to clear up the current problems faced with the aid of the banking area. The privatisation of 

banks is not a panacea. Systematic, complete governmental reforms need to be initiated to 

remedy the NPA disaster and the introduction of a free marketplace to revive investments in the 

financial system. This, if done effectively, could ensure the monetary prosperity of the United 

States. There has been a whole re-orientation in banking gadgets sincenationalisation. There is a 

shift from  

“magnificence” banking to “mass” banking, “asset-based” lending to “production-based 

definitely” lending and from “elite” banking to “social banking”. 

Many eminentpersons and economists have opposed nationalisation; according to them, 

1. Commercial banks have been appreciably responding to the concept of social control in a 

spirit of cooperation. 

2. There can be some evils within the private sector; however, nationalisation is no longer 

an answer. This has best substituted one evil for another. 

3. There isn't any dynamism in the public quarter. There is room for corruption and 

favouritism. There is delay; there may be lethargy in paintings. Service is terrible. Evils in banks 

are rampant. 
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4. Lack of opposition in Banking has resulted in employees becoming public area-minded, 

and the best carrier has dropped. 

5. Due to government restraints, bank officials fear making decisions. This has badly hit the 

customers.The Narasimhan Committee has recently studied the pros and cons of nationalisation, 

and many suggestions have been made. The latest trend is towards privatisation. 
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