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INSTITUTIONAL FRAMEWORK FOR BUSINESS 

UNIT I 

Introduction to Indian Regulatory Environment for Business 

The Indian regulatory environment for business refers to the set of laws, regulations, and policies 

that govern the conduct of business and economic activities in India. This regulatory framework 

is designed to create an organized and efficient business environment that encourages competition, 

protects consumer rights, ensures the fair functioning of markets, and promotes sustainable growth. 

The framework encompasses a range of laws related to business formation, finance, taxation, labor, 

and trade, among others. 

India’s regulatory environment for business is shaped by its historical context, political system, 

and evolving economic landscape. Over the years, India has made significant strides in liberalizing 

its economy, improving ease of doing business, and aligning with global standards. However, it 

also faces challenges like complex tax structures, bureaucratic hurdles, and a need for continuous 

reform to improve governance and competitiveness. 

INTRODUCTION 
 

In the earlier societies functions of a bank were done by the corresponding institutions dealing 

with loans and advances. Britishers brought into India the modern concept of banking by the start 

of Bank of England in 1694. In 1708, the bank of England was given the monopoly for the 

issue of currency notes by an Act. In nineteenth century, various banks started operations, which 

primarily were receiving money on deposits, lending money, transferring money from one place 

to another and bill discounting.    
 

History of Banking in India: 

Banking in India has a very old origin. It started in the Vedic period where literature shows the 

giving of loans to others on interest. The interest rates ranged from two to five percent per month. 

The payment of debt was made pious obligation on the heir of the dead person.  

 

Modern banking in India began with the rise of power of the British. To raise the resources for the 

attaining the power the East India Company on 2nd June 1806 promoted the Bank of Calcutta.  

In the mean while two other banks Bank of Bombay and Bank of Madras were started on 

15th April 1840 and 1st July, 1843 respectively. In 1862 the right to issue the notes was taken 

away from the presidency banks. The government also withdrew the nominee directors from 

these banks. The bank of Bombay collapsed in 1867 and was put under the voluntary 

liquidation in 1868 and was finally wound up in 1872. The bank was however able to meet the 

liability of public in full. A new bank called new Bank of Bombay was started in 1867.   
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On 27th January 1921 all the three presidency banks were merged together to form the 

Imperial Bank by passing the Imperial Bank of India Act, 1920. The bank did not have the 

right to issue the notes but had the permission to manage the clearing house and hold Government 

balances. In 1934, Reserve Bank of India came into being which was made the Central Bank 

and had power to issue the notes and was also the banker to the Government. The Imperial 

Bank was given right to act as the agent of the Reserve Bank of India and represent the bank 

where it had no branches.  

 

In 1955 by passing the State Bank of India 1955, the Imperial Bank was taken over and assets 

were vested in a new bank, the State Bank of India.  

 

Key Points on Currency Issuance (1861-1935): 

 

1. Before 1861 – Various banks, including the Presidency Banks (Bank of Bengal, Bank of 

Bombay, and Bank of Madras), had the right to issue currency notes. 

 

2. Paper Currency Act, 1861 – The British Government of India took over the exclusive right to 

issue banknotes. 

 

3. 1861-1935 – The Government of India issued notes, supervised by the Controller of the 

Currency. 

 

4. 1920-1934 – The Imperial Bank of India (established in 1921) functioned as a commercial bank, 

but it did not have the right to issue currency. 

 

5. Reserve Bank of India Act, 1934 – Established RBI in 1935, which took over the note-issuing 

authority from the government on April 1, 1935. 

 

Who Issued Notes Between 1920-1934? 

 

The Government of India, under the supervision of the Controller of the Currency, issued all 

banknotes. 

 

These notes were signed by the Controller of the Currency (not by the Governor of RBI, as RBI 

was not yet formed). 

 

The Rupee was linked to the British Gold Standard, meaning its value was backed by gold reserves. 

 

Bank Nationalization: 
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After the independence the major historical event in banking sector was the nationalization of 14 

major banks on 19th July 1969. The nationalization was deemed as a major step in achieving the 

socialistic pattern of society. In 1980 six more banks were nationalized taking the total 

nationalized banks to twenty.  

 
 

Introduction to the Reserve Bank of India (RBI) 

The Reserve Bank of India (RBI) is the central bank of India, which plays a pivotal role in 

regulating the country's financial and monetary system. Established on 1st April 1935, the RBI is 

tasked with managing the monetary policy, ensuring financial stability, regulating financial 

institutions, and overseeing the issuance of currency in India. It is also responsible for the overall 

economic stability and growth of the country by controlling inflation, managing foreign 

exchange, and regulating banking activities. 

 

The RBI serves as the primary regulatory body for the banking sector in India and plays a crucial 

role in India's economic development by ensuring an efficient and secure banking system. 

Formation of the Reserve Bank of India 
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Historical Background 

• The Reserve Bank of India was founded based on the recommendations of the Hilton Young 

Commission (also known as the Royal Commission on Indian Currency and Finance), 

which suggested the need for a central bank to manage India's monetary and credit systems. 

The commission was established in 1926, and after its recommendations, the RBI Act was 

passed in 1934. 

• The RBI began its operations in April 1935 as a privately owned institution, but the 

ownership structure changed after India’s independence in 1947. In 1949, the government 

of India nationalized the RBI, and it became fully owned by the Indian government. 

• The primary objective of establishing the RBI was to regulate the issuance of currency, 

manage the country's gold and foreign exchange reserves, and maintain the economic 

stability of India. 

Roles of the Reserve Bank of India 

The Reserve Bank of India performs several essential roles that contribute to the overall 

functioning of the Indian economy. These roles can be divided into monetary policy 

formulation, regulation of the banking system, financial stability, and management of 

public debt. The key roles of RBI are as follows: 

 

1. Monetary Authority: 

o The RBI formulates and implements India’s monetary policy, which is primarily aimed at 

maintaining price stability and promoting economic growth. It uses tools such as the repo 

rate, reverse repo rate, cash reserve ratio (CRR), and statutory liquidity ratio (SLR) to 

regulate inflation and control liquidity in the market. 

o The RBI sets the repo rate, which is the rate at which it lends money to commercial banks. 

This helps control inflation by adjusting the cost of borrowing. 

2. Issuer of Currency: 

o The RBI is responsible for the issuance and management of India's currency notes. The central 

bank ensures that the currency in circulation is of good quality and that there is enough supply 

of money to meet the needs of the economy. 

o It also takes measures to prevent counterfeiting and ensures that old and damaged notes are 

withdrawn and replaced with new ones. 
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3. Custodian of Foreign Exchange: 

o The RBI manages India’s foreign exchange reserves and ensures that the exchange rate is 

stable. It intervenes in the foreign exchange market to prevent excessive volatility of the 

Indian rupee. 

o It also manages the Foreign Exchange Management Act (FEMA) and facilitates 

international trade and investment. 

4. Regulator of the Financial System: 

o The RBI regulates and supervises commercial banks, non-banking financial companies 

(NBFCs), and other financial institutions to ensure the stability of the financial system. 

o It issues licenses to banks, oversees their functioning, and ensures that banks maintain 

adequate capital adequacy ratios to absorb shocks. 

5. Banker to the Government: 

o The RBI acts as the banker to the government of India by managing the government’s 

accounts, making payments, and facilitating the transfer of funds. 

o It also issues and manages government securities and public debt, helping the government 

raise funds for its expenditure. 

6. Developmental Role: 

o The RBI is involved in developmental and promotional functions such as improving access 

to credit for various sectors like agriculture, small and medium-sized enterprises (SMEs), and 

housing. 

o It has initiated programs to promote financial inclusion, including the introduction of the 

Pradhan Mantri Jan Dhan Yojana (PMJDY) for expanding access to banking services to 

underserved populations. 

Functions of the Reserve Bank of India 

The functions of the RBI can be divided into traditional functions and developmental functions. 

Here is a detailed explanation of the core functions: 

1. Monetary Policy Formulation and Implementation 

• Monetary Policy is one of the core functions of the RBI. It is designed to control inflation, 

stabilize the currency, and promote economic growth. The RBI uses a variety of tools to 

implement monetary policy: 
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o Repo Rate and Reverse Repo Rate: The RBI adjusts these rates to control the money supply 

and manage inflation. 

o Cash Reserve Ratio (CRR): The percentage of a commercial bank’s total deposits that it is 

required to keep with the RBI in the form of cash. 

o Statutory Liquidity Ratio (SLR): A percentage of the commercial banks' total assets they 

must maintain in the form of liquid cash, government securities, or gold. 

• The Monetary Policy Committee (MPC) of the RBI meets periodically to review inflation 

trends and decide on the monetary policy stance. 

2. Regulation and Supervision of Banks 

• The RBI regulates all scheduled banks in India. It ensures that banks follow the prescribed 

standards of functioning, maintain solvency, and adhere to the rules on capital adequacy, asset 

classification, and management of non-performing assets (NPAs). 

• The RBI also formulates policies to regulate foreign banks and the entry of new banks into 

the financial system. 

3. Issuance of Currency Notes 

• The RBI has the sole authority to issue and manage the Indian currency, except for one-rupee 

notes and coins, which are issued by the Ministry of Finance. 

• It is responsible for the design, production, and distribution of banknotes and for maintaining 

the integrity of the currency by preventing counterfeiting. 

4. Management of Foreign Exchange 

• The RBI manages India’s foreign exchange reserves to stabilize the rupee and ensure the 

smooth functioning of India’s external sector. 

• It also intervenes in the foreign exchange market to prevent sharp fluctuations in the exchange 

rate of the Indian rupee against foreign currencies. 

5. Banker to the Government 

• The RBI manages the government’s accounts and facilitates government transactions. 

• It helps the government raise funds by issuing government securities and managing public 

debt. 

• The RBI also acts as an advisor to the government on economic and financial matters. 

6. Promoting Financial Inclusion 
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• The RBI plays a significant role in promoting financial inclusion by ensuring that banking 

services are accessible to all segments of society, including the underprivileged and rural 

populations. 

• It has taken several steps to encourage financial literacy and improve access to financial 

products such as savings accounts, credit, insurance, and remittance services. 

7. Regulation of Financial Markets 

• The RBI regulates and supervises financial markets in India, including money markets, debt 

markets, and foreign exchange markets. 

• It also monitors the functioning of securities and commodities exchanges and ensures that 

trading is transparent, efficient, and free from manipulation. 

8. Developmental and Promotional Functions 

• The RBI promotes various financial products and services in the interest of economic 

development. This includes facilitating credit flow to the agriculture sector, promoting 

microfinance, and supporting infrastructure development. 

• It has established regional rural banks and other institutions to promote financial access in 

rural areas. 

Conclusion 

The Reserve Bank of India (RBI) plays a crucial role in shaping India's economic landscape by 

regulating and managing the monetary, financial, and currency systems. Its functions extend 

far beyond just issuing currency, as it actively works to maintain financial stability, regulate 

banking, manage inflation, and ensure economic growth. As India’s central bank, the RBI is 

a key pillar in India's financial ecosystem, constantly adapting to global economic changes 

while promoting sustainable growth in the domestic economy. 

 

COMMERCIAL BANKS 

Commercial banks generally are simple business or commercial concerns which provide various 

types of financial services to customers in return of payments in the form interest, discounts, fees, 

commission and so on. Basically, the objective of these banks is to make profits. However, the 

degree to which they have to balance the principle of profit maximization with certain other 

principles like the principle of social welfare, social justice and promotion of regional balance in 

development distinguishes these banks from other business concerns. 
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In India, banking system consists of the RBI, commercial banks and co-operative banks. The major 

principles which banks strive to incorporate in their working are profitability, liquidity, safety and 

social welfare. Finally, commercial banks offer maturity intermediation services to the economy. 

In other words, it can be said that commercial bank is a financial institution which performs the 

functions of accepting deposits from the general public and giving loans for investment with the 

aim of earning profit. Thus, commercial banks play an important role in the economic development 

of a country and constitute nerve centre of production, trade and industry of a country. The 

significance of commercial banks is given below:  

(i) They promote savings and accelerate the rate of capital formation.  

(ii) They are source of finance and credit for trade and industry of a country.  

(iii) They promote balanced regional development by opening branches in backward and remote 

areas of a country.  

(iv) Bank credit enables entrepreneurs to innovate and invest in the large- and small-scale 

industries which accelerate the process of economic development of a country.  

(v) They help in encouraging large-scale production and growth of priority sectors such as 

agriculture, small-scale industry, retail trade and export.  

(vi) They help commerce and industry of a country to expand their field of operation. 

FUNCTIONS OF COMMERCIAL BANK  

According to Banking Regulation Act of 1949, “Banking means the accepting for the purpose of 

lending or investment of deposits of money from the public, repayable on demand or otherwise, 

and withdrawal by cheque, draft, order or otherwise”. From the above definitions we can conclude 

that the primary functions of banks are accepts deposits and lending of these deposits. The business 

of commercial banks is primarily to keep deposits and make loan and advances for short-period 

up to one or two years made to industry and trade either by the system of overdrafts of an agreed 

amount or by discounting bills of exchange to make profit to the shareholders. On the basis of the 

above discussion, functions of commercial banks are classified into two main categories—(A) 

Primary functions and (B) Secondary functions.  

(A) Primary Functions: The primary functions of the commercial banks are as follows:  

1. Accepts Deposits: The first primary function of a commercial bank is to accept deposits in the 

form of current, savings and fixed deposits. It collects the surplus balances of the individuals, firms 

and finances the temporary needs of commercial transactions. Therefore, the first task of the bank 

is the collection of the savings of the public. The bank does this by accepting deposits from its 

customers. Deposits are the lifeline of banks.  

Deposits are of three types i.e.  
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(i) Current Account Deposits: Such deposits are payable on demand and are, therefore, called 

demand deposits.  

(ii) Fixed Deposits (Time deposits): Fixed deposits have a fixed period of maturity and are 

referred to as time deposits. They can be withdrawn only after the maturity of the specified fixed 

period and  

(iii) Savings Account Deposits: These are deposits whose main objective is to save and savings 

account is most suitable for individual households. They combine the features of both current 

account and fixed deposits.  

2. Gives Loans and Advances: The second major function of a commercial bank is to give loans 

and advances particularly to businessmen and entrepreneurs and earn interest from them. This is, 

in fact, the main source of income of the bank. A bank keeps a certain portion of the deposits with 

itself as reserve and gives (lends) the balance to the borrowers as loans and advances in the form 

of cash credit, demand loans, short-run loans, overdraft. The details of these are as explained under.  

(i) Cash Credit: In this function of commercial bank, an eligible borrower is first sanctioned a 

credit limit and within that limit he is allowed to withdraw a certain amount on a given security. 

The withdrawing power of the eligible borrower depends upon the borrower’s current assets, the 

stock statement of which is submitted by him to the bank as the basis of security. For this interest 

is charged by the bank on the drawn or utilised portion of credit (loan).  

(ii) Demand Loans: In this function of commercial bank the entire loan amount is paid in lump 

sum by crediting it to the loan account of the borrower. A loan which can be recalled on demand 

is called demand loan and there is no stated maturity in such type of loan. Those like security 

brokers whose credit needs fluctuate generally, take such loans on personal security and financial 

assets.  

(iii) Short-term Loans: In this function of commercial bank, short-term loans are given against 

some security as personal loans to finance working capital or as priority sector advances. The entire 

amount is repaid either in one instalment or in a number of instalments over the period of loan.  

(B) Secondary Functions: Accepts deposits and give loans and advances are the primary 

functions of the commercial banks. Apart from the above-mentioned two primary (major) 

functions, commercial banks perform the secondary functions also. These secondary functions are:  

3. Discounting Bills of Exchange: The commercial banks provide the facility of discounting of 

bills to its depositors. A bill of exchange represents a promise to pay a fixed amount of money at 

a specific point of time in future. It can also be encashed earlier through discounting process of a 

commercial bank. Alternatively, a bill of exchange is a document acknowledging an amount of 

money owed in consideration of goods received. 

It is a paper asset signed by the debtor and the creditor for a fixed amount payable on a fixed date.  
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4. Credit Creation. Credit creation is one of the most important functions of the commercial 

banks. Like other financial institutions, they aim at earning profits. In this function of commercial 

banks they accept deposits and advance loans by keeping small cash in reserve for day-to-day 

transactions. When a bank advances a loan, it opens an account in the name of the customer and 

does not pay him in cash but allows him to draw the money by cheque according to his needs. By 

granting a loan, the bank creates credit or deposit.  

5. Financing Foreign Trade. The commercial banks provide the facility of financing foreign trade 

to its customers by accepting foreign bills of exchange and collecting them from foreign banks. 

These banks also transact other foreign exchange business and buy and sell foreign currency. 

 6. Overdraft Facility: An overdraft is an advance given by allowing a customer keeping current 

account to overdraw his current account up to an agreed limit. In this function of commercial bank, 

bank provides the facility to a depositor for overdrawing the amount than the balance amount in 

his account. In other words, depositors of current account make arrangement with the banks that 

in case a cheque has been drawn by them which are not covered by the deposit, then the bank 

should grant overdraft and honour the cheque. Difference between overdraft facility and loan is 

that in the case of overdraft it is made without security in current account the borrower is given 

the facility of borrowing only as much as he requires and but on the other hand loans are given 

against security and the borrower has to pay interest on full amount sanctioned.  

7. Agency Functions of the Bank: Agency functions are also important functions of commercial 

bank. The bank acts as an agent of its customers and gets commission for performing agency 

functions as under: 

(i) Collection and Transfer of Funds: It provides facility for cheap and easy remittance of funds 

from place-to-place through demand drafts, mail transfers, telegraphic transfers, etc. to its 

customers. A bank also collects funds through cheques, bills, bundles and demand drafts on behalf 

of its customers.  

(ii) Payments of Various Items: In this agency function, a bank makes payment of taxes, 

insurance premium, bills, etc. as per the directions of its customers.  

(iii) Purchase and Sale of Shares and Securities: It buys and sells and keeps in safe custody 

securities and shares on behalf of its customers.  

(iv) Collection of Dividends and Interest: A bank collects dividends and interest on shares on 

behalf of its customers and acts as trustee and executor of property of its customers on advice of 

its customers.  

(v) Letters of References: Apart from the above mentioned agency functions of the bank; it gives 

information about economic position of its customers to traders and provides similar information 

about other traders to its customers.  
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8. General Utility Services: The banks also provide many general utility services to its customers. 

These are as under:  

(i) The banks issue traveler’s cheques and gift cheques to its customers. 

 (ii) The customers can keep their ornaments and important documents in lockers for safe 

custody.  

(iii) It provides the facility of underwriting securities issued by government, public or private 

bodies 

 

 

 

 

Scheduled Banks: Scheduled Banks refer to those banks which have been included in the Second 

Schedule of Reserve Bank of India Act, 1934.  
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Scheduled Commercial Banks (SCBs) 

SCBs refer to those Commercial Banks under the Banking System in India that are listed in the 

2nd Schedule of the Reserve Bank of India Act, 1934 (RBI Act, 1934). 

Non-Scheduled Commercial Banks (NSCBs) 

NSCBs refer to those that don’t meet the criteria to be included in the 2nd Schedule of the 

Reserve Bank of India Act, 1934 (RBI Act, 1934). Being excluded from the schedule means they 

operate under a different set of regulations as compared to SCBs. 

Difference between Scheduled Commercial Banks and Non-Scheduled Commercial Banks 

Basis of 

Difference 
Scheduled Commercial Banks (SCBs) Non-Scheduled Commercial Banks (NSBCs) 

Meaning 
Listed in the second schedule of the RBI 

Act 1934. 

Not mentioned in the second schedule of 

the RBI Act 1934. 

Criteria 

– Should have a paid-up capital of `5 lakhs 

or more. 

– Have to ensure that its affairs are not 

conducted in a manner detrimental to the 

interest of its depositors. 

– No fixed criteria as such. 

Regulatory 

Requirements 

– Have to keep CRR deposits with the 

Reserve Bank of India. 

– Required to file their returns on a 

periodic basis. 

– Have to maintain CRR deposits with 

themselves. 

– No requirements for filing returns as such. 

Rights Available 

– Authorized to borrow funds from the RBI. 

– Can apply to join the clearinghouse. 

– Can avail of the facility of rediscount of 

first-class exchange bills from RBI. 

– Usually, not authorized to borrow funds 

from the RBI. However, they can borrow 

from the RBI under emergency conditions. 

– Not eligible for membership in the 

clearinghouse. 

– Facility of rediscounting exchange bills 

from RBI is not available for them. 

Risk 

– They are financially stable and are 

unlikely to hurt the rights of the 

depositors. 

– These banks are riskier to do business. 

Examples – Most of the Commercial Banks under the 

Banking System in India are SCBs. For 

– As of now, there are no NSCB under the 

Banking System in India. 
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Basis of 

Difference 
Scheduled Commercial Banks (SCBs) Non-Scheduled Commercial Banks (NSBCs) 

example, State Bank of India (SBI), HDFC 

Bank, etc. 

 

In India, scheduled commercial banks are of three types. These are public sector banks, 

private sector banks and foreign sector banks.  

 

(i) Public Sector Banks: These banks are owned and controlled by the government. In other 

words, majority of the control is hold by the government. The main objective of these banks 

is to provide service to the society, not to make profits. State Bank of India, Bank of India, 

Punjab National Bank, Canada Bank and Corporation Bank are some examples of public 

sector banks. SBI and its subsidiaries and other nationalized banks are two types public sector 

banks.  

(ii) Private Sector Banks: These banks are owned and controlled by private businessmen. In 

other words, majority of the control is hold by the private owners. The main objective of these 

banks is to earn profits. ICICI Bank, HDFC Bank, and IDBI Bank are some examples of private 

sector banks.  

(iii) Foreign Banks: These banks are owned and controlled by foreign promoters. When the 

process of economic liberalization had started in India, their number has grown rapidly. Bank of 

America, American Express Bank, Standard Chartered Bank are examples of foreign banks.  

 

2. Non-Scheduled Banks: Non-Scheduled banks refer to those banks which are not included in 

the Second Schedule of Reserve Bank of India Act, 1934. 

 

As of the most recent data, the number of public and private sector banks in India are as follows: 

Public Sector Banks (PSBs) 

Public sector banks are those where the government of India holds a majority stake. These banks 

are majority-owned by the central government or state governments. 

• Total Number of Public Sector Banks: 12 (This includes the State Bank of India 

(SBI), which is the largest public sector bank in India, and its associated banks. The 

number has reduced in recent years due to consolidation efforts by the government.) 

List of Public Sector Banks: 

1. State Bank of India (SBI) 
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2. Bank of Baroda (BoB) 

3. Punjab National Bank (PNB) 

4. Canara Bank 

5. Union Bank of India 

6. Indian Bank 

7. Bank of India (BoI) 

8. Central Bank of India 

9. UCO Bank 

10. Indian Overseas Bank (IOB) 

11. Bank of Maharashtra (BoM) 

12. Oriental Bank of Commerce (merged with PNB) 

Note: Several mergers took place in recent years under the government’s plan to consolidate the 

public sector banking system. For example, Punjab National Bank merged with Oriental Bank 

of Commerce and United Bank of India in 2020. 

Private Sector Banks 

Private sector banks are those where the majority of the shares are held by private individuals or 

corporate entities. 

• Total Number of Private Sector Banks: 22 

List of Private Sector Banks: 

1. HDFC Bank 

2. ICICI Bank 

3. Axis Bank 

4. Kotak Mahindra Bank 

5. IndusInd Bank 

6. Yes Bank 

7. Federal Bank 

8. RBL Bank 

9. IDFC First Bank 

10. Bandhan Bank 

11. South Indian Bank 

12. Tamilnad Mercantile Bank 

13. City Union Bank 

14. Karur Vysya Bank 

15. Jammu & Kashmir Bank 

16. DCB Bank 

17. Lakshmi Vilas Bank 

18. IDBI Bank (although the government owns a significant stake, it is categorized as a 

private sector bank) 

19. Bajaj Finance 

20. HDFC Ltd. (Housing Development Finance Corporation) 
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21. Shivalik Small Finance Bank 

22. AU Small Finance Bank 

Note: Some private sector banks like Yes Bank and IDFC First Bank have faced challenges in 

the past, but they remain a part of the banking system. Additionally, small finance banks and 

payment banks are emerging in the private sector as well. 

Summary 

• Public Sector Banks (PSBs): 12 

• Private Sector Banks: 22 

These numbers may change over time due to mergers, acquisitions, or new entrants. 

Provisions of CRR (Cash Reserve Ratio) 

The Cash Reserve Ratio (CRR) is the minimum percentage of a commercial bank's total 

deposits that it must maintain as reserves with the Reserve Bank of India (RBI) in the form 

of liquid cash. The main purpose of CRR is to ensure liquidity in the banking system and control 

inflation. 

Key Provisions of CRR: 

1. Percentage of Total Deposits: 

o Banks are required to keep a certain percentage of their total deposits as CRR. 

The RBI periodically decides the percentage (usually between 3% and 4% of total 

deposits). 

o As of now, the CRR is set at 4.5% (subject to changes by RBI). 

2. Maintained with the RBI: 

o The CRR must be maintained with the Reserve Bank of India and cannot be used 

for lending or investments by the banks. 

3. Purpose: 

o Monetary Control: CRR is used as a tool by the RBI to control inflation and 

manage liquidity in the economy. By changing the CRR, the RBI can influence 

the money supply in the economy. 

o Security Cushion: It ensures that banks have a certain level of liquidity to meet 

withdrawal demands. 

4. Frequency: 

o The CRR needs to be maintained on a daily basis with the RBI, but the average 

for a 14-day period is considered for compliance. 

5. Penalty for Non-Compliance: 

o If a bank fails to maintain the prescribed CRR, the RBI can levy penalties on the 

bank. 

Provisions of SLR (Statutory Liquidity Ratio) 
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The Statutory Liquidity Ratio (SLR) is the minimum percentage of a commercial bank's net 

demand and time liabilities (NDTL) that it must maintain in the form of liquid assets such as cash, 

gold, or government-approved securities. 

Key Provisions of SLR: 

1. Percentage of NDTL: 

o The SLR is expressed as a percentage of a bank’s Net Demand and Time 

Liabilities (NDTL), which refers to the total deposits held by the bank, excluding 

current account balances and demand deposits. 

o As of now, the SLR is set at 18% of NDTL, though it can be adjusted by the RBI 

based on economic conditions. 

2. Form of Assets: 

o Banks can maintain the SLR in the form of cash, gold, or government-approved 

securities. 

o Government securities are the most commonly used form of SLR assets. 

3. Purpose: 

o Monetary Management: Like CRR, the SLR helps the RBI manage liquidity in 

the banking system, but unlike CRR, the bank has more flexibility in managing its 

SLR assets. 

o Safety Buffer: The SLR acts as a safety cushion for the banks, ensuring that they 

have a certain amount of liquid assets in times of need. 

o Control Inflation: By adjusting the SLR, the RBI can either control inflation by 

reducing the money supply or increase money flow in the economy by reducing the 

SLR. 

4. Maintenance: 

o The SLR must be maintained on a daily basis, and banks are required to submit 

regular reports to the RBI regarding their SLR compliance. 

5. Penalty for Non-Compliance: 

o If a bank fails to maintain the required SLR, the RBI can impose penalties or take 

corrective actions, including reducing the bank’s lending capacity. 

 

Key Differences between CRR and SLR 

Criteria CRR (Cash Reserve Ratio) SLR (Statutory Liquidity Ratio) 

Definition 

The percentage of total deposits 

that must be maintained as 

reserves with the RBI. 

The percentage of NDTL (deposits) 

that must be maintained in liquid assets 

(gold, cash, govt securities). 

Purpose 
To control liquidity and money 

supply in the economy. 

To ensure the solvency of banks and 

control inflation. 
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Criteria CRR (Cash Reserve Ratio) SLR (Statutory Liquidity Ratio) 

Form of Reserves 
Maintained only in the form of 

cash with the RBI. 

Maintained in the form of cash, gold, or 

government securities. 

Management by 

RBI 
RBI directly controls CRR. 

RBI controls SLR, but banks have 

flexibility in maintaining it with assets. 

Impact on 

Lending 

Increases CRR decreases 

lending capacity. 

A higher SLR reduces the lending 

capacity of banks. 

Penalty for Non-

Compliance 

Penalty if CRR is not 

maintained. 
Penalty if SLR is not maintained. 

 

 

Conclusion 

Both CRR and SLR are important regulatory tools used by the RBI to control liquidity, ensure 

banking system stability, and manage inflation. While CRR is directly maintained as cash with 

the RBI, SLR allows banks more flexibility in maintaining liquid assets in the form of securities, 

gold, or cash. These ratios are adjusted by the RBI as part of its monetary policy to ensure the 

smooth functioning of the economy. 

 

NABARD: History, Role, and Functions 

 

History of NABARD 

 

The National Bank for Agriculture and Rural Development (NABARD) was established on 

July 12, 1982, by an Act of Parliament, with the primary objective of promoting rural development 

and improving the economic conditions of rural India. NABARD is an apex body that focuses on 

the overall development of the agriculture and rural sectors in India. 

Before the formation of NABARD, the Agricultural Refinance and Development Corporation 

(ARDC), established in 1963, handled agricultural credit. However, the need for a more integrated 

and specialized body was felt, which led to the creation of NABARD. 

• Foundation: NABARD was set up by the Government of India based on the 

recommendation of the Shivaraman Committee. 

• Ownership: NABARD is a wholly-owned subsidiary of the Government of India, with 

a significant contribution from the Reserve Bank of India (RBI) as well. 

•  

The main objective of NABARD is to provide credit and other financial services for the 

development of agriculture, small-scale industries, cottage industries, handicrafts, and rural 

development. 
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Role of NABARD 

NABARD plays a significant role in the development of rural India by ensuring the flow of credit 

to agriculture and rural sectors. Its role is multi-dimensional and covers various aspects of rural 

development, including financial assistance, capacity building, and rural infrastructure 

development. 

1. Apex Financial Institution: 

o NABARD acts as the primary institution for promoting and providing credit for 

agricultural and rural development activities in India. 

2. Policy Advisor: 

o It advises the government and other institutions on agricultural credit policies, 

financial inclusion, and the economic development of rural areas. 

3. Developmental Role: 

o It supports various initiatives related to rural development, including projects 

related to infrastructure, poverty alleviation, and women’s empowerment. 

4. Promoting Self-Help Groups (SHGs) and Microfinance: 

o NABARD promotes the establishment and development of Self-Help Groups 

(SHGs) and microfinance institutions (MFIs) to enhance financial inclusion in rural 

areas. 

5. Research and Training: 

o NABARD conducts research, training programs, and policy advocacy to build 

capacities of various stakeholders in rural development. 

 

Functions of NABARD 

NABARD has various functions that focus on agricultural and rural development. Its role can be 

broadly divided into credit functions and development functions: 

 

1. Credit Functions 

• Refinancing of Agricultural Credit: 

o NABARD provides financial assistance to various commercial banks, regional 

rural banks (RRBs), cooperative banks, and other financial institutions for 

agricultural and rural credit. 

o It refinances the loans given by these institutions to farmers and rural businesses at 

competitive rates. 

• Direct Lending to Agriculture and Rural Development Projects: 

o NABARD directly lends to agricultural and rural development projects through 

various schemes, which include investment in irrigation, land development, rural 

infrastructure, and agro-processing projects. 

• Support for Rural Banks: 
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o NABARD provides financial support and capacity-building assistance to regional 

rural banks (RRBs) and cooperatives, enabling them to lend effectively to the 

agricultural and rural sectors. 

• Farm Credit: 

o NABARD is instrumental in the implementation of government schemes like the 

Kisan Credit Card (KCC), which helps farmers get easy access to credit for their 

agricultural needs. 

 

2. Development Functions 

• Promotion of Rural Infrastructure: 

o NABARD is responsible for financing the creation of rural infrastructure such as 

roads, warehouses, irrigation systems, cold storage facilities, etc., to facilitate rural 

development. 

• Microfinance Development: 

o NABARD promotes microfinance institutions (MFIs) and SHGs to enhance 

financial inclusion and provide access to credit for individuals in rural areas who 

are otherwise excluded from the formal financial system. 

• Implementation of Rural Development Programs: 

o NABARD implements government schemes and projects aimed at rural upliftment, 

such as watershed management, rural energy, and poverty alleviation 

programs. 

• Capacity Building and Training: 

o NABARD conducts training programs for rural development officials, farmers, and 

other stakeholders, with an aim to build their capacity in agriculture, rural 

entrepreneurship, and financial management. 

• Financial Inclusion: 

o It supports financial inclusion initiatives by increasing the accessibility of banking 

services in remote and underserved rural areas, including promoting digital 

payments and mobile banking. 

 

3. Supervisory and Regulatory Functions 

• Regulation of Cooperative Banks: 

o NABARD regulates and supervises the functioning of cooperative banks and 

regional rural banks (RRBs) to ensure they operate in line with the regulations and 

provide sound financial services in rural areas. 

• Monitoring of Agricultural Credit Flow: 

o It monitors the flow of credit to the agricultural sector, ensuring that banks and 

financial institutions meet their targets for agricultural lending as set by the 

government. 
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4. Research and Development 

• Economic Research: 

o NABARD conducts research on various agricultural and rural development issues, 

providing valuable data, analysis, and recommendations to policymakers and 

stakeholders. 

• Training and Development: 

o NABARD plays a key role in capacity building through its NABARD Financial 

Services Ltd (NABFINS), offering training to rural banks, farmers, and 

entrepreneurs. 

o  

Key Schemes and Programs of NABARD 

• Farmers' Welfare Scheme: Financial assistance for agricultural activities, ensuring better 

productivity and income for farmers. 

• Rural Infrastructure Development Fund (RIDF): NABARD supports rural 

infrastructure projects through RIDF, such as rural road construction, irrigation projects, 

and drinking water facilities. 

• Microfinance and SHG Bank Linkage Program: NABARD links self-help groups with 

banks, helping rural populations access credit and financial services. 

• Rural Development Programs: It includes schemes for poverty alleviation, employment 

generation, and women’s empowerment. 

 

Conclusion 

NABARD is a crucial institution in India's financial landscape, especially for the agriculture and 

rural sectors. It serves as a provider of credit, a policy advisor, and a catalyst for rural 

development. Through its various programs and schemes, NABARD has played a pivotal role in 

improving the living standards of rural India, promoting financial inclusion, and ensuring the 

overall economic development of the country. 

 

The National Bank for Agriculture and Rural Development (NABARD) established the 

Bankers Institute of Rural Development (BIRD) in 1984. BIRD is an institute that provides 

training and research services in the field of rural development banking and agriculture.  

Explanation 

 

BIRD was established to help build the capacity of rural financial institutions and other 

organizations involved in agriculture and rural development.  

 

BIRD offers training programs for banks, microfinance institutions, government departments, and 

non-governmental organizations.  
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BIRD also provides training for officers of the Indian Administrative Service (IAS) and the Indian 

Economic Service (IES).  

 

BIRD's areas of expertise include farm financing, institutional interventions, off-farm financing, 

institutional development, banking and supervision, and micro finance.  

 

Institution 

 

Important Date(s) Historical Background 

Presidency Banks  

HEADQUATERS: Kolkata 

(Bank of Bengal), Mumbai 

(Bank of Bombay), Chennai 

(Bank of Madras) 

- The three Presidency Banks: 

Bank of Bengal (1806), Bank 

of Bombay (1840), and Bank 

of Madras (1843), were later 

merged to form the Imperial 

Bank of India in 1921. 

Formation of RBI 

HEADQUATER: Mumbai 

April 1, 1935 Established under the RBI 

Act, 1934. Initially privately 

owned, it was nationalized 

on January 1, 1949. 

Nationalization of Banks July 19, 1969 & April 15, 

1980 

First phase: 14 major banks 

nationalized in 1969. Second 

phase: 6 more banks 

nationalized in 1980. 

EXIM Bank (Export-Import 

Bank of India) 

HEADQUATER: Mumbai 

January 1, 1982 Established under the Export-

Import Bank of India Act, 

1981 to facilitate export and 

import financing. 

ECGC (Export Credit 

Guarantee Corporation of 

India) 

HEADQUATER: Mumbai 

July 30, 1957 Established to promote 

exports by providing credit 

risk insurance to exporters. 

IFCI (Industrial Finance 

Corporation of India) 

HEADQUATER: New 

Delhi 

July 1, 1948 First development financial 

institution (DFI) in India, set 

up under the Industrial 

Finance Corporation Act, 

1948. 

SIDBI (Small Industries 

Development Bank of 

India) 

HEADQUATER: 

Lucknow 
 

April 2, 1990 Established under the SIDBI 

Act, 1989 to promote and 

finance MSMEs (Micro, 

Small & Medium 

Enterprises). 



LUCKNOW PUBLIC COLLEGE OF PROFESSIONAL STUDIES 

MS. RASHMI SACHAN, ASSISTANT PROFESSOR, DEPARTMENT OF COMMERCE 

NABARD (National Bank for 

Agriculture and Rural 

Development) 

HEADQUATER: Mumbai 

July 12, 1982 
 

Established under the 

NABARD Act, 1981 to 

provide credit for agriculture 

and rural development. 

RRB (Regional Rural Banks) 

HEADQUATER: Varies 

(Each state has RRBs) 

October 2, 1975 Established under the 

Regional Rural Banks Act, 

1976, aimed at providing 

banking services in rural 

areas. 

PFRDA (Pension Fund 

Regulatory and Development 

Authority) 

HEADQUATER: New 

Delhi 

September 10, 2003 Set up to regulate and develop 

the pension sector in India. 

The PFRDA Act was passed 

in 2013. 

IRDA (Insurance Regulatory 

and Development Authority 

of India) 

HEADQUATER: 

Hyderabad 

April 1999 
 

Set up under the IRDA Act, 

1999, became fully functional 

in 2000 to regulate the 

insurance sector. 

 

 

EXIM BANK OF INDIA 

 

1. Introduction 

 

The Export-Import Bank of India (EXIM Bank) is a specialized financial institution established 

by the Government of India to promote and support international trade. It provides financial 

assistance to Indian exporters and importers to enhance India's foreign trade competitiveness. 

 

2. History & Formation 

 

EXIM Bank was set up as a wholly owned government entity to replace the export financing 

functions of the Industrial Development Bank of India (IDBI). Over the years, it has played a 

crucial role in boosting India's exports and foreign trade relations. 

 

3. Role & Functions of EXIM Bank 

 

A. Financing Support for Exports & Imports 

 

• Provides direct loans to exporters and importers. 
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• Offers buyer’s credit to foreign importers for purchasing Indian goods. 

 

• Extends supplier’s credit to Indian exporters for selling goods to overseas buyers. 

 

 

B. Promoting Global Expansion of Indian Companies 

 

• Supports Indian companies investing abroad through direct funding. 

 

• Assists Indian firms in setting up joint ventures (JVs) and wholly owned subsidiaries 

(WOS) abroad. 

 

• Provides loans for technology and product innovation to help Indian companies compete 

globally. 

 

C. Export Credit Insurance & Risk Management 

 

• Helps exporters mitigate risks through various insurance and guarantee schemes. 

 

• Offers export factoring services, which help exporters get payments quickly. 

 

D. Infrastructure & Project Finance 

 

• Finances infrastructure projects such as power, roads, ports, and telecommunication that 

support exports. 

 

• Funds projects in developing countries where Indian companies are executing contracts. 

 

E. Policy & Research Assistance 

 

• Conducts market research on global trade trends. 

 

• Provides advisory services to the Government of India for trade policy formulation. 

 

4. Institutions & Subsidiaries Set Up by EXIM Bank 

 

Institution Established Year Purpose 

Export Credit Guarantee 

Corporation (ECGC) 

1957 Provides credit risk insurance 

and guarantees to exporters. 
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National Export Insurance 

Account (NEIA) 

2006 Provides medium and long-

term insurance cover for 

Indian projects abroad. 

Global Trade Finance Ltd. 

(GTF) 

2004 Specializes in providing trade 

finance solutions to Indian 

exporters. 

Overseas Investment Finance 

Division 

1998 Provides financial support to 

Indian companies setting up 

businesses abroad. 

 

 

5. Schemes & Financial Products of EXIM Bank 

 

 

Buyer’s Credit Helps foreign buyers finance imports from 

India. 

Supplier’s Credit Helps Indian exporters offer credit to foreign 

buyers. 

Lines of Credit (LoC) Financial support to foreign governments & 

banks to buy from India. 

Export Development Fund (EDF) Provides funding for product innovation & 

market research. 

Technology & Innovation Enhancement Fund Supports Indian companies investing in new 

technology for export-oriented projects. 

 

6. Contribution of EXIM Bank to India’s Economy 

 

• Boosts Foreign Trade: Helps increase India's exports and imports through credit support. 

 

• Encourages Global Expansion: Supports Indian firms in expanding internationally. 

 

• Strengthens Industrial Growth: Funds technology upgradation and infrastructure projects. 

 

• Reduces Trade Deficit: Enhances India's export competitiveness, thereby helping reduce 

trade deficits. 

 

7. Conclusion 

 

The EXIM Bank of India plays a vital role in strengthening India's position in global trade. 

Through financial support, policy assistance, and risk management, it has helped thousands of 
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Indian businesses succeed in international markets. With its continued efforts in infrastructure 

financing, export promotion, and global expansion, EXIM Bank remains a key player in India's 

economic growth. 

 

Basic Facts About EXIM Bank 

• Full Name: Export-Import Bank of India 

• Established On: January 1, 1982 

• Headquarters: Mumbai, Maharashtra 

• Founder: Government of India 

• Governing Act: Export-Import Bank of India Act, 1981 

• Ownership: 100% Government of India 

• Regulatory Body: Ministry of Finance, Government of India 

• Motto: "Enhancing India’s International Trade Competitiveness" 

1. General Questions on EXIM Bank 

1. When was EXIM Bank of India established? 

a) 1980 

b) 1982 

c) 1985 

d) 1991 

2. Where is the headquarters of EXIM Bank located? 

a) New Delhi 

b) Mumbai 

c) Chennai 

d) Kolkata 

3. Under which Act was EXIM Bank established? 

a) Banking Regulation Act, 1949 

b) RBI Act, 1934 

c) Export-Import Bank of India Act, 1981 

d) Companies Act, 1956 

4. EXIM Bank operates under which Ministry? 

a) Ministry of Commerce 

b) Ministry of External Affairs 

c) Ministry of Finance 

d) Ministry of Industry 

5. Which of the following is NOT a function of EXIM Bank? 

a) Providing finance for exports 

b) Assisting Indian firms in setting up abroad 

c) Regulating stock markets 

d) Funding infrastructure projects for exports 

 

2. Financial Schemes of EXIM Bank 
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6. Which scheme provides loans to foreign buyers to purchase from India? 

a) Supplier’s Credit 

b) Buyer’s Credit 

c) Technology Fund 

d) Export Development Fund 

7. Lines of Credit (LoC) provided by EXIM Bank are meant for: 

a) Indian exporters only 

b) Indian banks 

c) Foreign governments & banks to buy Indian goods 

d) Indian government projects 

8. Which EXIM Bank scheme helps Indian firms invest in technology for export 

growth? 

a) Export Development Fund 

b) Buyer’s Credit Scheme 

c) Technology & Innovation Enhancement Fund 

d) Overseas Investment Finance 

3. Institutions Set Up by EXIM Bank 

9. Which institution provides credit risk insurance for Indian exporters? 

a) EXIM Bank 

b) ECGC 

c) NABARD 

d) IRDAI 

10. Which organization provides medium & long-term insurance cover for overseas 

projects? 

a) SIDBI 

b) IFCI 

c) NEIA 

d) RBI 

4. EXIM Bank’s Role in Foreign Trade 

11. Which country does EXIM Bank NOT provide credit facilities to? 

a) USA 

b) Pakistan 

c) Bangladesh 

d) Sri Lanka 

12. EXIM Bank helps Indian businesses in setting up overseas subsidiaries under which 

division? 

a) Export Development Fund 

b) Overseas Investment Finance Division 

c) Supplier’s Credit Program 

d) Market Research Unit 
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Export Credit Guarantee Corporation of India (ECGC)  

1. Introduction to ECGC 

The Export Credit Guarantee Corporation of India (ECGC) is a government-owned entity that 

provides export credit insurance and risk management solutions to Indian exporters. It ensures 

that Indian businesses exporting goods and services are protected from payment defaults by foreign 

buyers, thereby promoting international trade. 

2. History & Formation of ECGC 

• Year of Establishment: 30th July 1957 

• Initial Name: Export Risks Insurance Corporation (ERIC) 

• Renamed as: Export Credit Guarantee Corporation (ECGC) in 1964 

• Ownership: Wholly owned by the Government of India under the Ministry of Commerce 

& Industry. 

• Purpose of Formation: To boost India's exports by providing risk coverage against non-

payment from foreign buyers due to commercial or political reasons. 

3. Objectives of ECGC 

• To promote export trade by reducing the risk of payment failure. 

• To encourage banks to provide financial assistance to exporters. 

• To help exporters get competitive insurance coverage and financial support. 

• To increase India's global trade share by ensuring exporters’ confidence. 

4. Roles & Functions of ECGC 

4.1 Roles of ECGC 

• Acts as a credit risk insurer for Indian exporters. 

• Provides export credit insurance to banks and financial institutions. 

• Helps exporters assess and manage trade risks. 

• Facilitates exporters in securing competitive financing options. 

• Strengthens the government's efforts to promote exports. 

4.2 Functions of ECGC 

Function 

 

Description 

Export Credit Insurance Protects exporters from buyer defaults 

due to insolvency or political risks. 

Guarantees for Banks 
 

Provides guarantees to banks to 

encourage lending to exporters. 
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Overseas Investment Insurance Covers Indian companies investing 

abroad against political risks. 

Export Credit Risk Assessment Analyzes the creditworthiness of 

foreign buyers and provides risk 

ratings. 

Policy Issuance Issues policies such as Standard 

Policy, Small Exporters Policy, and 

Special Risk Policy. 

Recoveries & Claims Settlement Assists exporters in recovering dues 

from defaulting foreign buyers. 

Market Development Helps small and medium enterprises 

(SMEs) enter international markets 

confidently. 

 

ECGC SUMMARY 

Category Details 

Full Name Export Credit Guarantee Corporation of India Ltd. 

Founded 30th July 1957 

Owned By Government of India 

Headquarters Mumbai, Maharashtra 

Former Name Export Risks Insurance Corporation (ERIC) 

Governing Body Ministry of Commerce & Industry 

Primary Function Export Credit Insurance 

Main Services Credit risk cover, export credit insurance, overseas investment 

protection 

Target Beneficiaries Indian exporters, banks, financial institutions 

Key Partner Institutions RBI, EXIM Bank, DGFT, Commercial Banks 

 

Small Industries Development Bank of India (SIDBI)  

1. Introduction to SIDBI 

The Small Industries Development Bank of India (SIDBI) is a financial institution in India 

that supports and promotes Micro, Small, and Medium Enterprises (MSMEs). It provides 

financial assistance, refinancing, and development programs to empower small businesses, boost 

entrepreneurship, and enhance economic growth. 
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2. History & Formation of SIDBI 

• Year of Establishment: 2nd April 1990 

• Parent Institution: Industrial Development Bank of India (IDBI) 

• Ownership: Wholly owned by Government of India 

• Regulatory Body: Reserve Bank of India (RBI) 

• Purpose of Formation: To act as a principal financial institution for promoting, 

financing, and developing the MSME sector in India. 

3. Objectives of SIDBI 

• To promote and support MSMEs by offering financial and non-financial assistance. 

• To refinance loans given by commercial banks and other financial institutions to MSMEs. 

• To create employment opportunities by strengthening small-scale industries. 

• To assist in technological upgradation and innovation among MSMEs. 

• To facilitate access to domestic and international markets for MSMEs. 

4. Roles & Functions of SIDBI 

4.1 Roles of SIDBI 

• Acts as a development bank for MSMEs in India. 

• Provides direct and indirect financing to small businesses. 

• Helps banks and financial institutions with loan refinancing. 

• Supports government initiatives like Make in India, Digital India, and Start-up India. 

• Encourages sustainable business practices through green financing. 

4.2 Functions of SIDBI 

Function Description 

Direct Finance Provides term loans, working capital loans, 

and credit guarantees to MSMEs. 

Refinance Scheme Refinances MSME loans given by banks and 

NBFCs to improve lending capacity. 

Microfinance Support Supports micro-entrepreneurs and self-help 

groups through financial aid. 

Equity Support Invests in MSMEs through venture capital and 

equity funding. 

Technology Upgradation Offers schemes to help MSMEs adopt modern 

technology. 

Export Promotion Provides financial assistance to MSMEs 

engaged in exports. 

Skill Development & Training Runs programs to train and empower small 

business owners. 

Green Financing Funds MSMEs adopting energy-efficient and 

eco-friendly technologies. 
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5. Major Schemes of SIDBI for Small Business Promotion 

SCHEME PURPOSE ELIGIBILITY LOAN AMOUNT 

SIDBI Make in India 

Soft Loan Fund for 

MSMEs (SMILE) 

Supports MSMEs in 

manufacturing under 

the "Make in India" 

initiative. 

MSMEs in 

manufacturing & 

services 

Up to ₹20 crore 

Credit Guarantee 

Fund Trust for Micro 

and Small Enterprises 

(CGTMSE) 

Provides collateral-

free loans to 

MSMEs. 

New & existing 

MSMEs 

Up to ₹2 crore 

Stand Up India 

Scheme 

Encourages 

entrepreneurship 

among SC/ST and 

women 

entrepreneurs. 

SC/ST and women-

owned businesses 

₹10 lakh – ₹1 crore 

SIDBI Assistance to 

Facilitate Emergency 

Response Against 

COVID-19 (SAFE) 

Supports MSMEs 

affected by the 

COVID-19 

pandemic. 

COVID-affected 

MSMEs 

Up to ₹50 lakh 

SIDBI Revolving 

Fund for Technology 

Innovation (SRIJAN 

Scheme) 

Funds MSMEs 

adopting new 

technology. 

Tech-based MSMEs Up to ₹1 crore 

TReDS (Trade 

Receivables 

Discounting System) 

Helps MSMEs get 

early payments for 

invoices from big 

buyers. 

Registered MSMEs Varies 

Udyami Mitra Portal Helps MSMEs get 

early payments for 

invoices from big 

buyers. 

All MSMEs N/A 

PRAYAAS Scheme Provides loans for 

small entrepreneurs 

and micro-

businesses. 

Micro-businesses and 

individuals 

₹50,000 – ₹5 lakh 

SIDBI's Formation from IDBI: 

• In 1990, the Government of India decided to separate the MSME financing activities of 

IDBI and established SIDBI as an independent financial institution. 

• SIDBI was carved out of IDBI to focus exclusively on promoting, financing, and 

developing Micro, Small, and Medium Enterprises (MSMEs) in India. 

• Initially, SIDBI functioned as a subsidiary of IDBI, but later it became a wholly owned 

financial institution of the Government of India under the Ministry of Finance. 
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Current Status (After IDBI's Privatization): 

• IDBI Bank was privatized in 2019 when the Life Insurance Corporation of India (LIC) 

acquired a majority stake. 

• However, SIDBI remains a government-owned development finance institution and is 

not affected by IDBI Bank's privatization. 

• Today, SIDBI operates independently and reports directly to the Ministry of Finance, 

Government of India, not to IDBI. 

Microfinance Institutions (MFIs) 

1. Introduction 

Microfinance Institutions (MFIs) provide small loans and financial services to low-income 

individuals who lack access to traditional banking services. They play a crucial role in financial 

inclusion. 

2. Formation and History 

• Microfinance started in India in the 1970s with organizations like the Self-Employed 

Women's Association (SEWA). 

• NABARD (1982) played a major role in promoting microfinance through Self-Help 

Groups (SHGs) and bank linkages. 

• SKS Microfinance (2003) (now Bharat Financial Inclusion) was one of India's first 

MFIs. 

• Microfinance Institutions (Development and Regulation) Bill, 2012 was introduced 

but not passed. 

• RBI regulated MFIs in 2011 under the NBFC-MFI category. 

3. Headquarters and Regulatory Framework 

• No single headquarters as multiple MFIs operate independently. 

• Regulated by: Reserve Bank of India (RBI) under Non-Banking Financial Company-

Microfinance Institution (NBFC-MFI) guidelines. 

4. Important Acts and Regulations 

• RBI Act, 1934 (for regulation of NBFCs, including MFIs). 

• Microfinance Institutions (Development and Regulation) Bill, 2012 (not passed). 

• NBFC-MFI Guidelines, 2011 (issued by RBI). 

5. Roles and Functions 

• Provide small loans (microcredit) to low-income individuals. 

• Promote self-employment and entrepreneurship. 

• Encourage women’s empowerment through financial access. 
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• Support rural development by funding small businesses. 

• Work with Self-Help Groups (SHGs) and Joint Liability Groups (JLGs). 

• Offer financial literacy programs. 

Microfinance Institutions (MFIs) 

Loan Amounts Provided by MFIs 

• Individual Loans: Up to ₹1.25 lakh in rural areas and ₹3 lakh in urban areas (as per 

RBI’s 2022 guidelines). 

• Group Loans (SHGs & JLGs): Typically range from ₹10,000 to ₹1 lakh per member. 

• Repayment Period: 12 to 36 months. 

• Interest Rate: Ranges from 10% to 26%, depending on the lender. 

Functions of MFIs 

1. Microcredit Services 

• Provide small, collateral-free loans to low-income individuals. 

• Loans are used for starting small businesses, education, healthcare, and emergencies. 

2. Financial Inclusion 

• Help bring unbanked individuals into the formal financial system. 

• Encourage savings, insurance, and financial discipline among borrowers. 

3. Women Empowerment 

• Majority of MFI borrowers (80%+) are women, promoting gender equality. 

• Women-led businesses and self-help groups (SHGs) receive financial support. 

4. Self-Help Group (SHG) & Joint Liability Group (JLG) Lending 

• SHGs: A group of 10-20 members saving together and taking loans. 

• JLGs: Small groups where members guarantee each other’s loan repayments. 

5. Income Generation and Entrepreneurship 

• Loans are used to fund small businesses, agriculture, handicrafts, and trade. 

• Encourages self-employment instead of dependency on daily wages. 

6. Rural and Urban Development 

• Support rural artisans, farmers, and vendors with financial aid. 

• Help urban micro-entrepreneurs with capital for expansion. 

7. Emergency Loans 
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• Provide short-term financial assistance for healthcare, education, and crises. 

8. Credit Discipline and Awareness 

• Conduct financial literacy programs to educate borrowers on managing money. 

• Ensure proper utilization of loans and avoid over-indebtedness. 

Regional Rural Banks (RRBs) 

1. Introduction 

Regional Rural Banks (RRBs) were established to provide credit and financial services to 

rural and agricultural sectors in India. 

2. Formation and History 

• RRBs were established under the Regional Rural Banks Act, 1976. 

• First RRB: Prathama Bank (1975) in Moradabad, Uttar Pradesh. 

• Sponsored by commercial banks in partnership with State Governments and the 

Central Government.  

• 1991 Narasimham Committee recommended restructuring RRBs to improve efficiency. 

• 2005: Amalgamation process started to consolidate RRBs. 

3. Headquarters and Regulatory Framework 

• Headquartered in respective states (each RRB operates in specific regions). 

• Regulated by Reserve Bank of India (RBI) and NABARD. 

4. Important Acts and Regulations 

• Regional Rural Banks Act, 1976 (established RRBs). 

• Banking Regulation Act, 1949 (governs banking operations). 

• RBI Act, 1934 (for monetary control). 

5. Roles and Functions 

• Provide credit to farmers, artisans, and small businesses in rural areas. 

• Offer savings and deposit services to rural customers. 

• Support agriculture and rural development through loans and subsidies. 

• Implement government schemes like PMJDY, MGNREGA payments. 

• Provide financial literacy and awareness programs in villages. 

• Act as intermediaries for NABARD and government-sponsored credit programs. 

• The concept of Regional Rural Banks (RRBs) was introduced in 1975 on the basis of the 

recommendations of the Narasimham Working Group (1975). 
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• They were established as part of the Banking System in India, under the provisions of an 

Ordinance passed in 1975 and the Regional Rural Banks Act, 1976. 

• Some examples of Regional Rural Banks (RRBs) in India include – Paschim Banga Gramin 

Bank, Andhra Pragathi Grameena Bank, etc. 

• These banks aim to fulfill the twin objectives of: 

o Providing credit to the weaker sections of society including small and marginal farmers, 

agricultural laborers, artisans, and small entrepreneurs in rural areas at concessional rates of 

interest, and 

o To mobilize rural savings and channel them for supporting productive activities in the rural 

areas, check the outflow of rural deposits to urban areas, reduce regional imbalances, and 

increase rural employment generation. 

• The RRBs mobilize deposits primarily from rural and semi-urban areas and provide loans and 

advances mainly to small & marginal farmers, agricultural laborers, rural artisans, and other such 

segments of the priority sector. 

• Overall, the RRBs are required to provide 75% of their total credit as priority sector 

lending. 

• The RRBs combine the characteristics of a cooperative in terms of familiarity with rural 

problems and a commercial bank in terms of its professionalism and ability to mobilize financial 

resources. 

• The equity of a Regional Rural Bank is held by the Central Government, the concerned State 

Government, and the Sponsor Bank in the proportion of 50:15:35. 

• Each RRB operates at the regional level in various states and within the local limits as notified 

by the Government. 

• Regional Rural Banks are regulated by RBI and supervised by the National Bank for 

Agriculture and Rural Development (NABARD). 

Feature 
Microfinance Institutions 

(MFIs) 

Regional Rural Banks 

(RRBs) 

Formation Year 1970s (Concept) 
1975 (First RRB: Prathama 

Bank) 

Regulating 

Authority 

RBI (for NBFC-MFIs), 

NABARD (SHG-Bank Linkage) 
RBI & NABARD 

Governing Acts 
RBI Act, 1934; NBFC-MFI 

Guidelines, 2011 

Regional Rural Banks Act, 

1976 

Primary Role 
Provide microcredit to small 

borrowers 

Provide credit & banking 

services to rural areas 

Loan Beneficiaries 
Women, Self-Help Groups 

(SHGs), Small Entrepreneurs 

Farmers, Small Businesses, 

Rural Individuals 

Loan Amounts Small ticket loans (Microcredit) 
Larger loans for farming & 

rural businesses 



LUCKNOW PUBLIC COLLEGE OF PROFESSIONAL STUDIES 

MS. RASHMI SACHAN, ASSISTANT PROFESSOR, DEPARTMENT OF COMMERCE 

Funding Source Private investors, banks, NGOs 

Sponsored by Commercial 

Banks, Central & State 

Govts 

Functions 
Microcredit, Women’s 

Empowerment, Entrepreneurship 

Rural Banking, Agriculture 

Finance, Govt Schemes 

Examples 

SKS Microfinance (Bharat 

Financial), Bandhan Bank 

(former MFI) 

Prathama Bank, Aryavart 

Bank, Baroda UP Bank 

 

Insurance Regulatory and Development Authority of India (IRDAI) 

1.1 Introduction 

The Insurance Regulatory and Development Authority of India (IRDAI) is the regulatory 

body overseeing the insurance sector in India. It ensures the growth, fair treatment of 

policyholders, and financial stability of insurance companies. 

1.2 History and Formation 

• The need for an insurance regulator arose after liberalization in the 1990s. 

• Malhotra Committee (1993) recommended reforms in the insurance sector. 

• IRDA Act, 1999 led to the establishment of IRDA in 1999 as an autonomous body. 

• Became fully functional in 2000, issuing the first licenses to private insurers. 

1.3 Headquarters 

• Hyderabad, Telangana (shifted from New Delhi in 2001). 

1.4 Acts Governing IRDAI 

• Insurance Act, 1938 (Governs insurance companies). 

• IRDA Act, 1999 (Established IRDAI as a regulator). 

• Companies Act, 2013 (For corporate governance of insurers). 

• LIC Act, 1956 (Specific regulations for LIC). 

• General Insurance Business (Nationalisation) Act, 1972 (For public sector insurers). 

1.5 Roles and Functions of IRDAI 

1.5.1 Regulation and Supervision of Insurance Companies 

• Issues licenses to insurance companies. 

• Monitors solvency margins (financial health of insurers). 

• Approves insurance products and policies. 

1.5.2 Protection of Policyholders 
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• Ensures fair practices and transparency. 

• Monitors grievance redressal mechanisms. 

• Regulates insurance pricing and claims settlement. 

1.5.3 Market Development 

• Promotes penetration of insurance in rural and urban areas. 

• Encourages new products and innovations in insurance. 

• Allows foreign direct investment (FDI) in insurance (up to 74% as of 2021). 

1.5.4 Licensing and Regulation of Agents and Brokers 

• Sets eligibility criteria and training standards. 

• Regulates insurance agents, brokers, surveyors, and third-party administrators 

(TPAs). 

1.5.5 Consumer Protection and Awareness 

• Conducts insurance awareness programs. 

• Publishes consumer education materials on insurance rights. 

1.6 Related Institutions 

• Life Insurance Corporation of India (LIC) (Public sector life insurer). 

• General Insurance Corporation of India (GIC Re) (Reinsurer). 

• Insurance Ombudsman (Grievance resolution body). 

• Insurance Information Bureau of India (IIB) (Insurance data repository). 

2. Pension Fund Regulatory and Development Authority (PFRDA) 

2.1 Introduction 

The Pension Fund Regulatory and Development Authority (PFRDA) regulates and promotes 

pension schemes in India, ensuring retirement security for individuals. 

2.2 History and Formation 

• Government of India established PFRDA in 2003 to develop the pension sector. 

• The PFRDA Act, 2013 gave it statutory powers. 

• Manages the National Pension System (NPS) and other pension schemes. 

2.3 Headquarters 

• New Delhi, India. 

2.4 Acts Governing PFRDA 
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• PFRDA Act, 2013 (Primary legislation). 

• Employees’ Provident Funds and Miscellaneous Provisions Act, 1952 (Regulates 

EPFO). 

• Income Tax Act, 1961 (Provides tax benefits for pension schemes). 

2.5 Roles and Functions of PFRDA 

2.5.1 Regulation of Pension Funds 

• Regulates NPS and Atal Pension Yojana (APY). 

• Monitors pension fund managers for compliance. 

2.5.2 Licensing and Supervision of Pension Fund Managers 

• Issues licenses to Pension Fund Managers (PFMs). 

• Sets investment guidelines for pension funds. 

2.5.3 Ensuring Pension Fund Security 

• Establishes risk management measures. 

• Ensures transparency and safety of pension investments. 

2.5.4 Promotion of Pension Schemes 

• Encourages voluntary pension contributions. 

• Expands coverage to unorganized sector workers. 

2.5.5 Consumer Protection and Grievance Redressal 

• Ensures smooth withdrawals and annuity purchases. 

• Provides online complaint resolution mechanisms. 

2.6 Related Institutions 

• National Pension System Trust (NPS Trust) (Manages NPS assets). 

• Pension Fund Managers (PFMs) (Investment managers for NPS funds). 

• Central Recordkeeping Agencies (CRAs) (Maintain pension records). 

• Annuity Service Providers (ASPs) (Provide annuity payouts to pensioners). 

Summary Table: Important Dates of IRDA and PFRDA 

Event IRDAI (Insurance) PFRDA (Pension) 

Committee 

Recommendation 
1993 (Malhotra Committee) 2000 (OASIS Committee) 
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Event IRDAI (Insurance) PFRDA (Pension) 

Establishment as a Body 1999 2003 

Statutory Status Granted 2000 2013 

Headquarters Shifted 
2001 (New Delhi → 

Hyderabad) 
Always in New Delhi 

Key Governing Act Passed 1999 (IRDA Act) 2013 (PFRDA Act) 

FDI Limit Revised 
2021 (Increased from 49% to 

74%) 
N/A 

Major Scheme Introduced 
2000 (Private Insurance 

Allowed) 

2004 (NPS for Govt. 

Employees) 

Pension Coverage 

Expanded 
N/A 

2015 (Atal Pension Yojana - 

APY) 

 

IMPORTANT DATES 

Event Date/Year Description 

Reserve Bank of India (RBI)   

Establishment of RBI 
1st April 

1935 
Established under the RBI Act, 1934. 

Nationalization of RBI 
1st January 

1949 

RBI was nationalized, becoming 

fully owned by the Govt. 

Setting up of NABARD 
12th July 

1982 

Established to promote rural credit 

and agriculture finance. 

Liberalization of Indian Banking 

(Narasimham Committee) 
1991 

Recommended reforms in the 

banking sector. 

Nationalization of Banks   

1st Phase of Bank Nationalization 
19th July 

1969 

14 major banks with deposits above 

₹50 crore were nationalized. 
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Event Date/Year Description 

2nd Phase of Bank Nationalization 
15th April 

1980 

6 more banks were nationalized, 

totaling 20 nationalized banks. 

Merger of Banks (Recent) April 2020 
Govt. merged 10 public sector banks 

into 4. 

Commercial Banks   

Establishment of State Bank of India 

(SBI) 
1st July 1955 

Imperial Bank of India was 

renamed SBI after nationalization. 

Formation of ICICI Bank 1994 
First private sector bank in India 

post-liberalization. 

Establishment of HDFC Bank 1994 
One of India's leading private sector 

banks. 

Regional Rural Banks (RRBs)   

Formation of RRBs 
2nd October 

1975 

Established to provide banking 

services in rural areas. 

RRBs under NABARD 1982 
NABARD took over the supervision 

of RRBs. 

Export-Import Bank of India (EXIM 

Bank) 
  

Establishment of EXIM Bank 1982 
Set up to finance and promote 

India’s foreign trade. 

Export Credit Guarantee Corporation 

(ECGC) 
  

Formation of ECGC 
30th July 

1957 

Provides export credit risk 

insurance. 

Small Industries Development Bank of 

India (SIDBI) 
  

Establishment of SIDBI 
2nd April 

1990 

Formed to promote MSMEs and 

small industries. 

Microfinance Institutions (MFIs)   
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Event Date/Year Description 

SHG-Bank Linkage Program 1992 
NABARD started linking SHGs to 

banks for microcredit. 

Formation of SKS Microfinance (Bharat 

Financial Inclusion) 
1997 One of India’s largest MFIs. 

RBI Regulation of MFIs 2011 
RBI introduced guidelines for MFIs 

under NBFC-MFI category. 

Microfinance Loan Limit Increased 2022 
RBI revised the loan limit for 

microfinance borrowers. 

Insurance Regulatory and 

Development Authority of India 

(IRDAI) 

  

Establishment of IRDAI 1999 Formed under the IRDA Act, 1999. 

IRDAI Became Fully Operational 2000 
Issued the first licenses to private 

insurers. 

IRDAI Headquarters Shifted 2001 
Moved from New Delhi to 

Hyderabad. 

FDI Limit in Insurance Increased 2021 Raised from 49% to 74%. 

Pension Fund Regulatory and 

Development Authority (PFRDA) 
  

Establishment of PFRDA 2003 
Formed to regulate pension funds in 

India. 

PFRDA Act Passed 2013 Gave statutory status to PFRDA. 

National Pension System (NPS) 

Launched 
2004 

Initially for government employees, 

later expanded to all. 

Atal Pension Yojana (APY) Introduced 2015 
Aimed at providing pension benefits 

to informal workers. 

 

THANK YOU! 
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MCQs on History of Banking in India 

1. Which institution introduced the modern concept of banking in India? 

a) East India Company 

b) British Government 

c) Bank of England 

d) Imperial Bank of India 

Answer: c) Bank of England 

2. When was the Bank of England established? 

a) 1654 

b) 1672 

c) 1694 

d) 1710 

Answer: c) 1694 

3. In which year was the Bank of Calcutta established? 

a) 1756 

b) 1806 

c) 1840 

d) 1853 

Answer: b) 1806 

4. Which of the following was NOT one of the three Presidency Banks? 

a) Bank of Bengal 

b) Bank of Bombay 

c) Bank of Madras 

d) Bank of Delhi 

Answer: d) Bank of Delhi 

5. In which year was the Bank of Bombay established? 

a) 1806 

b) 1840 

c) 1843 

d) 1862 

Answer: b) 1840 

6. When were the three Presidency Banks merged to form the Imperial Bank of India? 
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a) 1919 

b) 1920 

c) 1921 

d) 1925 

Answer: c) 1921 

7. What was the main function of the Imperial Bank of India? 

a) Issuing currency notes 

b) Acting as an agent of RBI 

c) Regulating monetary policy 

d) Printing government bonds 

Answer: b) Acting as an agent of RBI 

8. Which act established the Reserve Bank of India? 

a) Banking Regulation Act, 1949 

b) Reserve Bank of India Act, 1934 

c) Currency Act, 1861 

d) State Bank of India Act, 1955 

Answer: b) Reserve Bank of India Act, 1934 

9. When did the Reserve Bank of India start its operations? 

a) 1st April 1935 

b) 1st January 1935 

c) 15th August 1947 

d) 26th January 1950 

Answer: a) 1st April 1935 

10. Who issued currency notes in India between 1920 and 1934? 

a) Reserve Bank of India 

b) Imperial Bank of India 

c) Government of India 

d) Bank of England 

Answer: c) Government of India 

11. Under which act did the British Government take exclusive rights to issue banknotes? 

a) Reserve Bank of India Act, 1934 

b) Paper Currency Act, 1861 

c) Banking Regulation Act, 1949 

d) State Bank of India Act, 1955 

Answer: b) Paper Currency Act, 1861 
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12. Who signed the Indian currency notes between 1920-1934? 

a) The Governor of RBI 

b) The Prime Minister of India 

c) The Controller of the Currency 

d) The Finance Minister of India 

Answer: c) The Controller of the Currency 

13. What was the Imperial Bank of India converted into in 1955? 

a) Reserve Bank of India 

b) Bank of England 

c) State Bank of India 

d) Punjab National Bank 

Answer: c) State Bank of India 

14. When were 14 major banks nationalized in India? 

a) 19th July 1969 

b) 1st April 1935 

c) 15th August 1947 

d) 26th January 1950 

Answer: a) 19th July 1969 

15. How many more banks were nationalized in 1980? 

a) 5 

b) 6 

c) 7 

d) 10 

Answer: b) 6 

16. What was one of the main objectives of bank nationalization? 

a) Privatization of banking 

b) Achieving a socialistic pattern of society 

c) Strengthening foreign investment 

d) Increasing private sector participation 

Answer: b) Achieving a socialistic pattern of society 

MCQs on Reserve Bank of India (RBI) – Formation, History, Objectives, and Functions 

1. When was the Reserve Bank of India (RBI) established? 

a) 1st April 1935 

b) 15th August 1947 
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c) 26th January 1950 

d) 19th July 1969 

Answer: a) 1st April 1935 

2. Which act led to the formation of the Reserve Bank of India? 

a) Banking Regulation Act, 1949 

b) Reserve Bank of India Act, 1934 

c) Currency Act, 1861 

d) State Bank of India Act, 1955 

Answer: b) Reserve Bank of India Act, 1934 

3. Who was the first Governor of RBI? 

a) C.D. Deshmukh 

b) Sir Osborne Smith 

c) Bimal Jalan 

d) Manmohan Singh 

Answer: b) Sir Osborne Smith 

4. When was the Reserve Bank of India nationalized? 

a) 1947 

b) 1950 

c) 1949 

d) 1969 

Answer: c) 1949 

5. Which of the following is NOT a function of RBI? 

a) Regulating monetary policy 

b) Issuing currency notes 

c) Controlling the fiscal policy of India 

d) Acting as the banker to the government 

Answer: c) Controlling the fiscal policy of India 

6. Which committee recommended the formation of RBI? 

a) Narasimham Committee 

b) Hilton Young Commission 

c) Rangarajan Committee 

d) Khan Committee 

Answer: b) Hilton Young Commission 

7. Where was the first headquarters of RBI? 
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a) Mumbai 

b) Kolkata 

c) Delhi 

d) Chennai 

Answer: b) Kolkata 

8. In which year was the headquarters of RBI shifted from Kolkata to Mumbai? 

a) 1935 

b) 1937 

c) 1949 

d) 1955 

Answer: b) 1937 

9. Which is the sole authority for issuing currency notes in India? 

a) State Bank of India 

b) Ministry of Finance 

c) Reserve Bank of India 

d) Planning Commission 

Answer: c) Reserve Bank of India 

10. Who appoints the Governor of RBI? 

a) Prime Minister of India 

b) Finance Minister of India 

c) President of India 

d) Government of India 

Answer: d) Government of India 

11. RBI regulates which of the following? 

a) Foreign Exchange Market 

b) Money Market 

c) Banking System 

d) All of the above 

Answer: d) All of the above 

12. Under which act does RBI regulate commercial banks? 

a) Reserve Bank of India Act, 1934 

b) Banking Regulation Act, 1949 

c) Negotiable Instruments Act, 1881 

d) Companies Act, 2013 

Answer: b) Banking Regulation Act, 1949 
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13. What is the minimum reserve RBI must maintain against the issue of 

currency? 

a) ₹50 crores 

b) ₹200 crores 

c) ₹100 crores 

d) ₹500 crores 

Answer: b) ₹200 crores 

14. RBI issues currency notes under which system? 

a) Gold Standard System 

b) Minimum Reserve System 

c) Fixed Reserve System 

d) Floating Reserve System 

Answer: b) Minimum Reserve System 

15. What is the primary objective of RBI’s monetary policy? 

a) Control inflation 

b) Ensure economic stability 

c) Promote economic growth 

d) All of the above 

Answer: d) All of the above 

16. What is the function of the Monetary Policy Committee (MPC)? 

a) Decide RBI’s profit allocation 

b) Set the repo rate and control inflation 

c) Manage foreign exchange reserves 

d) Issue currency notes 

Answer: b) Set the repo rate and control inflation 

17. Who chairs the Monetary Policy Committee (MPC)? 

a) Finance Minister of India 

b) RBI Governor 

c) Prime Minister of India 

d) President of India 

Answer: b) RBI Governor 

18. Which department of RBI manages foreign exchange? 

a) Banking Supervision Department 

b) Monetary Policy Department 



LUCKNOW PUBLIC COLLEGE OF PROFESSIONAL STUDIES 

MS. RASHMI SACHAN, ASSISTANT PROFESSOR, DEPARTMENT OF COMMERCE 

c) Foreign Exchange Department 

d) Credit Policy Department 

Answer: c) Foreign Exchange Department 

19. Which bank acts as the lender of last resort in India? 

a) State Bank of India 

b) Reserve Bank of India 

c) Punjab National Bank 

d) Ministry of Finance 

Answer: b) Reserve Bank of India 

20. What does the term ‘Open Market Operations’ (OMO) by RBI refer to? 

a) Buying and selling of government securities 

b) Issuing currency notes 

c) Controlling inflation 

d) Regulating foreign exchange 

Answer: a) Buying and selling of government securities 

MCQs on Structure of Commercial Banks, CRR & SLR 

Section 1: Structure of Commercial Banks 

1. Which of the following is the primary function of commercial banks? 

a) Issuing currency notes 

b) Providing loans and accepting deposits 

c) Regulating monetary policy 

d) Collecting taxes 

Answer: b) Providing loans and accepting deposits 

2. Commercial banks in India are regulated under which act? 

a) Reserve Bank of India Act, 1934 

b) Banking Regulation Act, 1949 

c) Companies Act, 2013 

d) Securities and Exchange Board of India Act, 1992 

Answer: b) Banking Regulation Act, 1949 

3. What are the two broad categories of commercial banks in India? 

a) Scheduled and Non-Scheduled Banks 

b) Private and Government Banks 

c) Rural and Urban Banks 
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d) Foreign and Domestic Banks 

Answer: a) Scheduled and Non-Scheduled Banks 

4. Which among the following is NOT a type of commercial bank? 

a) Public Sector Banks 

b) Private Sector Banks 

c) Regional Rural Banks 

d) Co-operative Banks 

Answer: d) Co-operative Banks 

5. Which of the following is the largest commercial bank in India? 

a) Punjab National Bank 

b) ICICI Bank 

c) State Bank of India 

d) HDFC Bank 

Answer: c) State Bank of India 

6. Which of the following banks is an example of a Public Sector Bank? 

a) HDFC Bank 

b) Axis Bank 

c) ICICI Bank 

d) Bank of Baroda 

Answer: d) Bank of Baroda 

7. Private sector banks are owned by whom? 

a) Government of India 

b) Private individuals or corporations 

c) Reserve Bank of India 

d) International Monetary Fund 

Answer: b) Private individuals or corporations 

8. Foreign banks operating in India are regulated by which organization? 

a) World Bank 

b) Reserve Bank of India (RBI) 

c) Ministry of Finance 

d) SEBI 

Answer: b) Reserve Bank of India (RBI) 

9. Regional Rural Banks (RRBs) mainly serve which sector? 
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a) Urban areas 

b) Corporate sector 

c) Rural and agricultural sector 

d) Industrial sector 

Answer: c) Rural and agricultural sector 

10. Scheduled commercial banks must maintain a minimum capital of how much to be 

included in the Second Schedule of RBI? 

a) ₹1 crore 

b) ₹5 crores 

c) ₹10 crores 

d) ₹20 crores 

Answer: b) ₹5 crores 

Section 2: Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR) 

11. What is the Cash Reserve Ratio (CRR)? 

a) The percentage of total deposits that a bank must keep with the RBI 

b) The amount banks lend to customers 

c) The amount banks must keep in their vaults 

d) The total amount of bank loans 

Answer: a) The percentage of total deposits that a bank must keep with the RBI 

12. Who decides the CRR in India? 

a) Government of India 

b) Reserve Bank of India 

c) State Bank of India 

d) Securities and Exchange Board of India 

Answer: b) Reserve Bank of India 

13. What happens when CRR is increased? 

a) Banks have more money to lend 

b) Banks have less money to lend 

c) Inflation increases 

d) Loan interest rates decrease 

Answer: b) Banks have less money to lend 

14. Which of the following is the purpose of CRR? 

a) To control inflation and liquidity 

b) To increase the government’s revenue 

c) To decrease competition among banks 
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d) To increase the profits of commercial banks 

Answer: a) To control inflation and liquidity 

15. What is the Statutory Liquidity Ratio (SLR)? 

a) The percentage of net demand and time liabilities (NDTL) that a bank must keep in the form 

of liquid assets 

b) The cash balance required to be kept with RBI 

c) The total bank reserves 

d) The minimum loan amount banks must give 

Answer: a) The percentage of net demand and time liabilities (NDTL) that a bank must keep in 

the form of liquid assets 

16. In what form can banks maintain SLR? 

a) Cash, gold, and government-approved securities 

b) Only in the form of cash 

c) Only in the form of gold 

d) Only in the form of corporate bonds 

Answer: a) Cash, gold, and government-approved securities 

17. Who determines the SLR? 

a) Ministry of Finance 

b) Reserve Bank of India 

c) State Bank of India 

d) SEBI 

Answer: b) Reserve Bank of India 

18. What happens if a bank fails to maintain the required SLR? 

a) The bank is penalized 

b) The bank is shut down 

c) The government takes control of the bank 

d) The bank is given a warning only 

Answer: a) The bank is penalized 

19. What is the primary objective of SLR? 

a) To ensure banks maintain liquidity 

b) To increase inflation 

c) To allow banks to take unlimited loans 

d) To reduce competition in banking 

Answer: a) To ensure banks maintain liquidit 

20. What is the maximum limit of SLR that RBI can impose? 
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a) 30% 

b) 40% 

c) 50% 

d) 60% 

Answer: b) 40% 

21. How does increasing SLR affect the economy? 

a) It reduces the money supply in the economy 

b) It increases the money supply in the economy 

c) It has no effect on the economy 

d) It only affects the stock market 

Answer: a) It reduces the money supply in the economy 

22. As per RBI regulations, CRR must be maintained in which form? 

a) Cash with RBI 

b) Government Bonds 

c) Gold 

d) Fixed Deposits 

Answer: a) Cash with RBI 

23. What is the impact of lowering CRR? 

a) More money is available for lending 

b) Less money is available for lending 

c) Inflation decreases 

d) The stock market crashes 

Answer: a) More money is available for lending 

24. CRR and SLR are tools used for? 

a) Monetary policy control 

b) Tax collection 

c) Banking fraud detection 

d) RBI profit maximization 

Answer: a) Monetary policy control 

25. What is the penalty if a bank fails to maintain CRR? 

a) RBI imposes a penalty equal to the shortfall amount 

b) The bank is blacklisted 

c) The bank is forced to merge with another bank 

d) There is no penalty 

Answer: a) RBI imposes a penalty equal to the shortfall amount 
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MCQs on NABARD, BIRD, and ARDC – Formation, History, Objectives, Functions, and 

Role in Economy 

Section 1: National Bank for Agriculture and Rural Development (NABARD) 

1. When was NABARD established? 

a) 1975 

b) 1982 

c) 1991 

d) 2000 

Answer: b) 1982 

2. NABARD was established on the recommendations of which committee? 

a) Narasimham Committee 

b) B. Sivaraman Committee 

c) Rangarajan Committee 

d) Raghuram Rajan Committee 

Answer: b) B. Sivaraman Committee 

3. NABARD was set up by replacing which of the following institutions? 

a) Industrial Finance Corporation of India (IFCI) 

b) Agricultural Refinance and Development Corporation (ARDC) 

c) Reserve Bank of India (RBI) 

d) Securities and Exchange Board of India (SEBI) 

Answer: b) Agricultural Refinance and Development Corporation (ARDC) 

4. NABARD was established under which Act? 

a) Banking Regulation Act, 1949 

b) Reserve Bank of India Act, 1934 

c) NABARD Act, 1981 

d) Companies Act, 1956 

Answer: c) NABARD Act, 1981 

5. Which of the following is NOT a function of NABARD? 

a) Providing refinance for rural credit institutions 

b) Regulating stock markets 

c) Supervising Regional Rural Banks (RRBs) and Cooperative Banks 

d) Providing funds for rural infrastructure development 

Answer: b) Regulating stock markets 

6. NABARD provides credit mainly for which sector? 
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a) Large-scale industries 

b) Agriculture and rural development 

c) Foreign trade 

d) Urban infrastructure 

Answer: b) Agriculture and rural development 

7. NABARD refinances which of the following financial institutions? 

a) Regional Rural Banks (RRBs) 

b) Cooperative Banks 

c) Commercial Banks lending to rural areas 

d) All of the above 

Answer: d) All of the above 

8. What is the full form of NABARD? 

a) National Agriculture and Business Administration for Rural Development 

b) National Bank for Agriculture and Rural Development 

c) National Association for Banking and Rural Development 

d) None of the above 

Answer: b) National Bank for Agriculture and Rural Development 

9. NABARD was set up with an initial capital of how much? 

a) ₹50 crores 

b) ₹100 crores 

c) ₹500 crores 

d) ₹200 crores 

Answer: d) ₹100 crores 

10. Which institution initially contributed to NABARD’s capital? 

a) World Bank 

b) International Monetary Fund (IMF) 

c) Reserve Bank of India (RBI) 

d) Ministry of Agriculture 

Answer: c) Reserve Bank of India (RBI) 

11. Who regulates NABARD? 

a) Ministry of Finance 

b) Reserve Bank of India 

c) SEBI 

d) Ministry of Agriculture 

Answer: b) Reserve Bank of India 
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12. NABARD’s primary goal is to promote which of the following? 

a) Urban development 

b) Industrialization 

c) Rural and agricultural development 

d) Import-export trade 

Answer: c) Rural and agricultural development 

13. The Rural Infrastructure Development Fund (RIDF) is managed by which institution? 

a) RBI 

b) NABARD 

c) SEBI 

d) EXIM Bank 

Answer: b) NABARD 

14. NABARD supports self-help groups (SHGs) through which program? 

a) Micro Units Development and Refinance Agency (MUDRA) 

b) Self-Help Group Bank Linkage Programme (SHG-BLP) 

c) Small Industries Development Bank of India (SIDBI) Loan Scheme 

d) Startup India Scheme 

Answer: b) Self-Help Group Bank Linkage Programme (SHG-BLP) 

15. Which among the following is NOT an initiative of NABARD? 

a) Kisan Credit Card (KCC) 

b) Pradhan Mantri Jan Dhan Yojana (PMJDY) 

c) Rural Infrastructure Development Fund (RIDF) 

d) Watershed Development Programme 

Answer: b) Pradhan Mantri Jan Dhan Yojana (PMJDY) 

Section 2: Bankers Institute of Rural Development (BIRD) 

16. What is the full form of BIRD? 

a) Bank for Industrial and Rural Development 

b) Bankers Institute of Rural Development 

c) Banking and Insurance for Rural Development 

d) None of the above 

Answer: b) Bankers Institute of Rural Development 

17. BIRD is an institution promoted by which organization? 

a) SEBI 

b) NABARD 
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c) RBI 

d) Ministry of Rural Development 

Answer: b) NABARD 

18. Where is the headquarters of BIRD located? 

a) Mumbai 

b) Lucknow 

c) Delhi 

d) Chennai 

Answer: b) Lucknow 

19. What is the primary objective of BIRD? 

a) Providing direct loans to farmers 

b) Training and capacity-building for rural banking professionals 

c) Regulating cooperative banks 

d) Issuing bonds for rural projects 

Answer: b) Training and capacity-building for rural banking professionals 

20. BIRD primarily provides training for which of the following institutions? 

a) Regional Rural Banks (RRBs) 

b) Cooperative Banks 

c) Commercial Banks engaged in rural development 

d) All of the above 

Answer: d) All of the above 

Section 3: Agricultural Refinance and Development Corporation (ARDC) 

21. When was the Agricultural Refinance and Development Corporation (ARDC) 

established? 

a) 1960 

b) 1975 

c) 1982 

d) 1991 

Answer: b) 1975 

22. What was the primary objective of ARDC? 

a) Providing long-term finance for agricultural development 

b) Controlling inflation 

c) Regulating stock markets 

d) Managing India's foreign exchange reserves 

Answer: a) Providing long-term finance for agricultural development 
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23. Which organization replaced ARDC in 1982? 

a) NABARD 

b) SEBI 

c) RBI 

d) EXIM Bank 

Answer: a) NABARD 

24. What type of credit did ARDC focus on? 

a) Short-term crop loans 

b) Medium and long-term agricultural loans 

c) Personal loans 

d) Foreign exchange loans 

Answer: b) Medium and long-term agricultural loans 

25. ARDC played a crucial role in financing which of the following? 

a) Rural roads and bridges 

b) Large-scale irrigation projects and farm mechanization 

c) Urban housing projects 

d) Stock market investments 

Answer: b) Large-scale irrigation projects and farm mechanization 

26. What was the major reason for merging ARDC into NABARD? 

a) To consolidate agricultural finance under one institution 

b) To reduce inflation 

c) To promote industrialization 

d) To increase foreign direct investment (FDI) 

Answer: a) To consolidate agricultural finance under one institution 

27. Before ARDC, which institution provided agricultural refinance in India? 

a) RBI 

b) State Bank of India 

c) Imperial Bank of India 

d) IFCI 

Answer: a) RBI 

MCQs on EXIM Bank – History, Important Dates, Roles, Functions, and Facilitating Roles 

Section 1: History and Establishment of EXIM Bank 

1. When was the Export-Import Bank of India (EXIM Bank) established? 
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a) 1969 

b) 1982 

c) 1991 

d) 2000 

Answer: b) 1982 

2. EXIM Bank was established under which Act? 

a) Banking Regulation Act, 1949 

b) Export-Import Bank of India Act, 1981 

c) Reserve Bank of India Act, 1934 

d) Companies Act, 1956 

Answer: b) Export-Import Bank of India Act, 1981 

3. Which institution played a key role in setting up EXIM Bank? 

a) Reserve Bank of India (RBI) 

b) World Bank 

c) Ministry of Commerce 

d) International Monetary Fund (IMF) 

Answer: a) Reserve Bank of India (RBI) 

4. What was the main reason for establishing EXIM Bank? 

a) To regulate commercial banks 

b) To facilitate and promote India’s international trade 

c) To control inflation 

d) To regulate stock markets 

Answer: b) To facilitate and promote India’s international trade 

5. Where is the headquarters of EXIM Bank located? 

a) New Delhi 

b) Mumbai 

c) Kolkata 

d) Chennai 

Answer: b) Mumbai 

6. Who is the regulatory authority of EXIM Bank? 

a) Reserve Bank of India (RBI) 

b) Ministry of Finance 

c) Securities and Exchange Board of India (SEBI) 

d) Ministry of Commerce 

Answer: a) Reserve Bank of India (RBI) 
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Section 2: Roles and Functions of EXIM Bank 

7. The main function of EXIM Bank is to: 

a) Provide personal loans 

b) Promote and finance India’s international trade 

c) Regulate stock markets 

d) Control monetary policy 

Answer: b) Promote and finance India’s international trade 

8. EXIM Bank provides financial assistance in the form of: 

a) Direct loans to exporters 

b) Guarantees to Indian exporters 

c) Refinance to commercial banks for export financing 

d) All of the above 

Answer: d) All of the above 

9. Which type of finance does EXIM Bank provide? 

a) Short-term finance only 

b) Medium and long-term finance for export promotion 

c) Only domestic finance 

d) Only agricultural finance 

Answer: b) Medium and long-term finance for export promotion 

10. EXIM Bank provides finance for which sectors? 

a) Agriculture only 

b) Large-scale industries only 

c) Export-oriented industries and international trade 

d) Real estate and housing projects 

Answer: c) Export-oriented industries and international trade 

11. Which of the following is NOT a function of EXIM Bank? 

a) Export credit and guarantees 

b) Providing foreign exchange for travelers 

c) Overseas investment finance 

d) Project export finance 

Answer: b) Providing foreign exchange for travelers 

12. What is the role of EXIM Bank in overseas investment? 

a) It provides loans to Indian companies investing abroad 

b) It regulates foreign direct investment (FDI) 
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c) It supervises stock exchanges 

d) It promotes rural banking 

Answer: a) It provides loans to Indian companies investing abroad 

13. Which type of export finance does EXIM Bank NOT provide? 

a) Pre-shipment finance 

b) Post-shipment finance 

c) Home loan finance 

d) Export credit guarantees 

Answer: c) Home loan finance 

14. EXIM Bank provides Line of Credit (LOC) to which of the following? 

a) Indian exporters only 

b) Foreign governments and financial institutions 

c) Individual traders 

d) Domestic commercial banks only 

Answer: b) Foreign governments and financial institutions 

15. Which facility of EXIM Bank helps Indian exporters in dealing with long-term projects 

abroad? 

a) Export Credit Guarantee 

b) Buyers’ Credit 

c) Post-shipment Credit 

d) Packing Credit 

Answer: b) Buyers’ Credit 

Section 3: Facilitating Roles of EXIM Bank 

16. EXIM Bank provides technical and advisory services to: 

a) Indian government only 

b) Indian exporters and foreign buyers 

c) Only commercial banks 

d) Only Indian SMEs 

Answer: b) Indian exporters and foreign buyers 

17. EXIM Bank collaborates with which global financial institutions? 

a) World Bank 

b) Asian Development Bank (ADB) 

c) International Finance Corporation (IFC) 

d) All of the above 

Answer: d) All of the above 
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18. Which scheme does EXIM Bank offer to encourage small exporters? 

a) Startup India Scheme 

b) Export Marketing Fund 

c) MUDRA Loans 

d) Kisan Credit Card (KCC) 

Answer: b) Export Marketing Fund 

19. What is the main objective of the EXIM Bank’s Buyer’s Credit scheme? 

a) To finance Indian importers 

b) To provide loans to foreign buyers for purchasing Indian goods 

c) To provide home loans 

d) To regulate the Indian currency market 

Answer: b) To provide loans to foreign buyers for purchasing Indian goods 

20. What is the purpose of EXIM Bank’s Line of Credit (LOC)? 

a) To provide working capital to Indian companies 

b) To help foreign governments and financial institutions buy Indian products 

c) To regulate foreign exchange reserves 

d) To finance startups in India 

Answer: b) To help foreign governments and financial institutions buy Indian products 

21. EXIM Bank supports Indian companies in: 

a) Exporting goods and services 

b) Investing in foreign projects 

c) Acquiring overseas companies 

d) All of the above 

Answer: d) All of the above 

Section 4: Important Dates and Policies 

22. When was EXIM Bank allowed to provide Buyers’ Credit facility? 

a) 1982 

b) 1991 

c) 2003 

d) 2012 

Answer: c) 2003 

23. In which year was EXIM Bank designated as the nodal agency for project exports? 

a) 1991 

b) 1997 
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c) 2004 

d) 2010 

Answer: b) 1997 

24. Which of the following is NOT an initiative of EXIM Bank? 

a) Trade Promotion Advisory Services 

b) Industrial Credit and Investment Corporation of India (ICICI) 

c) Buyer’s Credit Scheme 

d) Export Marketing Fund 

Answer: b) Industrial Credit and Investment Corporation of India (ICICI) 

25. The EXIM Bank mainly supports which type of industries? 

a) Service sector only 

b) Export-oriented industries 

c) Domestic retail businesses 

d) Small-scale rural industries 

Answer: b) Export-oriented industries 

26. The financial assistance from EXIM Bank is available to: 

a) Only government organizations 

b) Only private companies 

c) Both public and private sector companies involved in export trade 

d) Only multinational corporations (MNCs) 

Answer: c) Both public and private sector companies involved in export trade 

MCQs on ECGC 

1. When was the Export Credit Guarantee Corporation of India (ECGC) established? 

a) 1955 

b) 1957 

c) 1964 

d) 1971 

Answer: b) 1957 

2. What was the original name of ECGC when it was established? 

a) Export Credit and Insurance Corporation (ECIC) 

b) Export Credit Risk Corporation (ECRC) 

c) Export Risks Insurance Corporation (ERIC) 

d) Indian Export Insurance Corporation (IEIC) 

Answer: c) Export Risks Insurance Corporation (ERIC) 
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3. In which year was the Export Risks Insurance Corporation (ERIC) renamed as Export 

Credit and Guarantee Corporation (ECGC)? 

a) 1960 

b) 1964 

c) 1983 

d) 1991 

Answer: b) 1964 

4. What is the primary objective of ECGC? 

a) Provide financial aid to exporters 

b) Provide insurance coverage to Indian exporters against payment risks 

c) Promote domestic trade in India 

d) Regulate foreign exchange reserves 

Answer: b) Provide insurance coverage to Indian exporters against payment risks 

5. ECGC is wholly owned by which of the following? 

a) Reserve Bank of India 

b) Ministry of Finance, Government of India 

c) SEBI 

d) EXIM Bank 

Answer: b) Ministry of Finance, Government of India 

6. Which of the following risks does ECGC cover? 

a) Political risks 

b) Commercial risks 

c) Both a and b 

d) None of the above 

Answer: c) Both a and b 

7. What type of risks does ECGC cover under political risks? 

a) War, riots, and civil disturbances 

b) Insolvency of the buyer 

c) Payment default by the buyer 

d) Bankruptcy of the exporter 

Answer: a) War, riots, and civil disturbances 

8. What is the main role of ECGC in export financing? 

a) Provide direct loans to exporters 

b) Provide insurance and guarantee services to protect against risks 

c) Act as a foreign trade regulatory body 
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d) Control currency exchange rates 

Answer: b) Provide insurance and guarantee services to protect against risks 

9. Which of the following schemes is provided by ECGC? 

a) Credit Guarantee Scheme 

b) Export Factoring Scheme 

c) Export Finance Assistance Scheme 

d) Export Credit Insurance Scheme 

Answer: d) Export Credit Insurance Scheme 

10. ECGC functions under the administrative control of which ministry? 

a) Ministry of Commerce and Industry 

b) Ministry of External Affairs 

c) Ministry of Finance 

d) Ministry of Corporate Affairs 

Answer: c) Ministry of Finance 

11. Which of the following is NOT a function of ECGC? 

a) Providing credit risk insurance to exporters 

b) Offering guarantees to banks for providing export finance 

c) Regulating import policies in India 

d) Conducting market intelligence and research for exporters 

Answer: c) Regulating import policies in India 

12. What percentage of coverage does ECGC provide for commercial and political risks in 

case of default by a foreign buyer? 

a) 50-60% 

b) 60-70% 

c) 70-90% 

d) 90-100% 

Answer: c) 70-90% 

13. ECGC offers credit insurance to exporters against which type of risks? 

a) Insolvency of the overseas buyer 

b) Default in payment by the buyer 

c) Political risks such as war or government restrictions 

d) All of the above 

Answer: d) All of the above 

14. ECGC provides credit guarantees to which of the following? 
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a) Banks and financial institutions 

b) Importers in foreign countries 

c) Small business enterprises 

d) Government organizations 

Answer: a) Banks and financial institutions 

15. Which of the following is NOT covered under ECGC policies? 

a) Loss due to foreign exchange fluctuations 

b) Payment default by overseas buyers 

c) Political risks such as expropriation and war 

d) Insolvency of the buyer’s bank 

Answer: a) Loss due to foreign exchange fluctuations 

16. ECGC helps Indian exporters in dealing with which of the following risks? 

a) Market risks 

b) Commercial and political risks 

c) Legal risks 

d) All of the above 

Answer: b) Commercial and political risks 

17. Which of the following export sectors is eligible for ECGC coverage? 

a) Manufacturing sector 

b) Software and IT services 

c) Agricultural exports 

d) All of the above 

Answer: d) All of the above 

18. What is the role of ECGC in promoting Indian exports? 

a) Helps exporters recover losses due to buyer defaults 

b) Provides insurance cover to encourage exports 

c) Enhances export financing by reducing credit risks 

d) All of the above 

Answer: d) All of the above 

19. In which year did ECGC introduce the National Export Insurance Account (NEIA) to 

support project exports? 

a) 1999 

b) 2006 

c) 2012 

d) 2015 

Answer: b) 2006 
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20. ECGC provides insurance for which type of exports? 

a) Goods only 

b) Services only 

c) Both goods and services 

d) Only government contracts 

Answer: c) Both goods and services 

MCQs on SIDBI 

1. When was the Small Industries Development Bank of India (SIDBI) established? 

a) 1985 

b) 1990 

c) 1995 

d) 2000 

Answer: b) 1990 

2. SIDBI was set up under which Act of Parliament? 

a) Banking Regulation Act, 1949 

b) Companies Act, 1956 

c) SIDBI Act, 1989 

d) MSME Development Act, 2006 

Answer: c) SIDBI Act, 1989 

3. What is the main objective of SIDBI? 

a) Provide financial assistance to large-scale industries 

b) Support and promote Micro, Small, and Medium Enterprises (MSMEs) 

c) Regulate foreign exchange transactions 

d) Control the stock market activities 

Answer: b) Support and promote Micro, Small, and Medium Enterprises (MSMEs) 

4. SIDBI was established as a subsidiary of which financial institution? 

a) Reserve Bank of India (RBI) 

b) Industrial Development Bank of India (IDBI) 

c) State Bank of India (SBI) 

d) National Bank for Agriculture and Rural Development (NABARD) 

Answer: b) Industrial Development Bank of India (IDBI) 

5. Where is the headquarters of SIDBI located? 

a) Mumbai 

b) New Delhi 
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c) Lucknow 

d) Kolkata 

Answer: c) Lucknow 

6. SIDBI primarily focuses on which sector? 

a) Agriculture 

b) Large-scale industries 

c) Micro, Small, and Medium Enterprises (MSMEs) 

d) Infrastructure development 

Answer: c) Micro, Small, and Medium Enterprises (MSMEs) 

7. Which of the following is NOT a function of SIDBI? 

a) Direct financing of MSMEs 

b) Indirect financing through banks and NBFCs 

c) Providing equity capital to startups 

d) Regulating the stock market 

Answer: d) Regulating the stock market 

8. Which of the following roles is performed by SIDBI? 

a) Refinancing loans for MSMEs 

b) Promoting technology adoption in MSMEs 

c) Facilitating credit guarantee schemes 

d) All of the above 

Answer: d) All of the above 

9. SIDBI launched the Credit Guarantee Fund Trust for Micro and Small Enterprises 

(CGTMSE) in association with which organization? 

a) NABARD 

b) RBI 

c) Ministry of MSME, Government of India 

d) World Bank 

Answer: c) Ministry of MSME, Government of India 

10. The SIDBI Make in India Soft Loan Fund for MSMEs (SMILE) scheme was launched 

in which year? 

a) 2010 

b) 2015 

c) 2020 

d) 2022 

Answer: b) 2015 



LUCKNOW PUBLIC COLLEGE OF PROFESSIONAL STUDIES 

MS. RASHMI SACHAN, ASSISTANT PROFESSOR, DEPARTMENT OF COMMERCE 

11. Which of the following schemes is launched by SIDBI to support women 

entrepreneurs? 

a) Stand-Up India 

b) Mahila Udyam Nidhi Scheme 

c) Startup India Seed Fund 

d) Atmanirbhar Bharat Scheme 

Answer: b) Mahila Udyam Nidhi Scheme 

12. Which SIDBI scheme offers financial support for energy efficiency and sustainable 

development? 

a) SMILE 

b) Green India Initiative 

c) SIDBI Sustainable Finance Scheme 

d) Mudra Loan Scheme 

Answer: c) SIDBI Sustainable Finance Scheme 

13. The Stand-Up India Scheme, supported by SIDBI, is aimed at providing credit to which 

groups? 

a) Women entrepreneurs 

b) SC/ST entrepreneurs 

c) Both a and b 

d) Large corporations 

Answer: c) Both a and b 

14. Under the Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE), 

what percentage of guarantee cover does SIDBI provide for loans up to ₹2 crores? 

a) 50% 

b) 60% 

c) 75-85% 

d) 100% 

Answer: c) 75-85% 

15. Which SIDBI initiative supports early-stage startups with equity and quasi-equity 

funding? 

a) SMILE 

b) Fund of Funds for Startups (FFS) 

c) Startup India Loan Scheme 

d) MSME Credit Facilitation Scheme 

Answer: b) Fund of Funds for Startups (FFS) 

16. SIDBI operates which digital platform to provide loans to MSMEs online? 
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a) Udyog Aadhaar Portal 

b) PSB Loans in 59 Minutes 

c) MSME Samadhaan 

d) MSME Udyam Registration Portal 

Answer: b) PSB Loans in 59 Minutes 

17. SIDBI is responsible for managing which of the following funds? 

a) National Infrastructure Investment Fund (NIIF) 

b) Fund of Funds for Startups (FFS) 

c) Pradhan Mantri Jan Dhan Yojana Fund 

d) National Pension Scheme (NPS) Fund 

Answer: b) Fund of Funds for Startups (FFS) 

18. Which SIDBI scheme was introduced to help MSMEs recover from the COVID-19 

crisis? 

a) SMILE 

b) Aatmanirbhar Nidhi Loan Scheme 

c) SAFE Scheme (SIDBI Assistance to Facilitate Emergency Response) 

d) Mahila Udyam Nidhi Scheme 

Answer: c) SAFE Scheme (SIDBI Assistance to Facilitate Emergency Response) 

19. SIDBI collaborates with which organization to promote financial literacy for MSMEs? 

a) World Bank 

b) SEBI 

c) RBI 

d) NABARD 

Answer: c) RBI 

20. Which of the following describes SIDBI’s role in promoting financial inclusion? 

a) Extending credit facilities to MSMEs 

b) Providing refinancing to banks and NBFCs for MSME lending 

c) Implementing government schemes for small businesses 

d) All of the above 

Answer: d) All of the above 

 

 

MCQs on Microfinance Institutions (MFIs) 

1. What is Microfinance? 
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a) Providing large-scale industrial loans 

b) Providing financial services to low-income individuals and small businesses 

c) Providing credit cards to corporate companies 

d) Managing stock market investments 

Answer: b) Providing financial services to low-income individuals and small businesses 

2. Microfinance Institutions (MFIs) primarily serve which group? 

a) Large multinational companies 

b) Government institutions 

c) Low-income individuals and micro-entrepreneurs 

d) Foreign investors 

Answer: c) Low-income individuals and micro-entrepreneurs 

3. Which country is considered the birthplace of modern microfinance? 

a) India 

b) Bangladesh 

c) USA 

d) China 

Answer: b) Bangladesh 

4. Who is known as the father of modern microfinance? 

a) Amartya Sen 

b) Muhammad Yunus 

c) Raghuram Rajan 

d) Joseph Stiglitz 

Answer: b) Muhammad Yunus 

5. In which year was the Grameen Bank, one of the first microfinance institutions, 

established? 

a) 1975 

b) 1983 

c) 1990 

d) 2000 

Answer: b) 1983 

6. What was the main objective behind the formation of Microfinance Institutions? 

a) To provide banking facilities to corporate clients 

b) To provide small loans without collateral to financially excluded individuals 

c) To regulate international trade 

d) To increase stock market participation 

Answer: b) To provide small loans without collateral to financially excluded individuals 
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7. In India, which regulatory body oversees Microfinance Institutions (MFIs)? 

a) Securities and Exchange Board of India (SEBI) 

b) Reserve Bank of India (RBI) 

c) Insurance Regulatory and Development Authority (IRDA) 

d) National Bank for Agriculture and Rural Development (NABARD) 

Answer: b) Reserve Bank of India (RBI) 

8. Which of the following is NOT a function of Microfinance Institutions? 

a) Providing small loans (microcredit) 

b) Offering savings and insurance services 

c) Providing venture capital to large corporations 

d) Offering financial literacy programs 

Answer: c) Providing venture capital to large corporations 

9. What is the primary feature of microcredit offered by MFIs? 

a) High-interest rates and long-term repayment 

b) Small loan amounts with no collateral requirement 

c) Only provided to urban borrowers 

d) Requires a large amount of documentation 

Answer: b) Small loan amounts with no collateral requirement 

10. How do Microfinance Institutions contribute to economic growth? 

a) By supporting small entrepreneurs and increasing employment 

b) By providing subsidies to large corporations 

c) By increasing government expenditure 

d) By regulating foreign exchange rates 

Answer: a) By supporting small entrepreneurs and increasing employment 

11. In which year did the RBI introduce regulations for Microfinance Institutions in India? 

a) 2000 

b) 2011 

c) 2015 

d) 2020 

Answer: b) 2011 

12. What is the typical interest rate range charged by Microfinance Institutions? 

a) 2-5% per annum 

b) 10-20% per annum 

c) 20-30% per annum 
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d) More than 50% per annum 

Answer: c) 20-30% per annum 

13. Which of the following is a key challenge faced by MFIs? 

a) High administrative costs 

b) Over-indebtedness of borrowers 

c) Regulatory restrictions 

d) All of the above 

Answer: d) All of the above 

14. What is the Self-Help Group (SHG) model in microfinance? 

a) A group of low-income individuals collectively availing loans 

b) A government scheme for tax exemptions 

c) A banking model for large corporations 

d) A mutual fund investment strategy 

Answer: a) A group of low-income individuals collectively availing loans 

15. The Micro Units Development and Refinance Agency (MUDRA) Bank was launched in 

India in which year? 

a) 2012 

b) 2015 

c) 2018 

d) 2020 

Answer: b) 2015 

16. What are the three categories of MUDRA loans? 

a) Silver, Gold, Platinum 

b) Shishu, Kishor, Tarun 

c) Micro, Small, Medium 

d) Startup, Growth, Expansion 

Answer: b) Shishu, Kishor, Tarun 

17. Which Indian organization plays a key role in promoting and refinancing MFIs? 

a) RBI 

b) NABARD 

c) SIDBI 

d) SEBI 

Answer: c) SIDBI 

18. Which of the following is NOT a benefit of microfinance? 
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a) Financial inclusion for the poor 

b) High dependency on government subsidies 

c) Women empowerment through self-employment 

d) Growth of small and micro businesses 

Answer: b) High dependency on government subsidies 

19. Which Indian state has the highest penetration of Microfinance Institutions? 

a) Maharashtra 

b) Tamil Nadu 

c) West Bengal 

d) Uttar Pradesh 

Answer: c) West Bengal 

20. What is the repayment model followed by most microfinance loans? 

a) Monthly installments 

b) Weekly or bi-weekly installments 

c) Lump sum payment at the end of the loan term 

d) No repayment required 

Answer: b) Weekly or bi-weekly installments 

21. Which of the following is a major risk associated with microfinance lending? 

a) Currency risk 

b) Over-indebtedness of borrowers 

c) Stock market fluctuations 

d) International trade policies 

Answer: b) Over-indebtedness of borrowers 

22. Which Nobel Prize was awarded to Muhammad Yunus and Grameen Bank for their 

contribution to microfinance? 

a) Nobel Prize in Economics 

b) Nobel Peace Prize 

c) Nobel Prize in Literature 

d) Nobel Prize in Chemistry 

Answer: b) Nobel Peace Prize 

23. What is the main difference between commercial banks and MFIs? 

a) MFIs do not require collateral for loans 

b) MFIs provide high-value loans to large businesses 

c) MFIs operate only in urban areas 

d) MFIs charge lower interest rates than banks 

Answer: a) MFIs do not require collateral for loans 
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24. What is financial inclusion, an important goal of microfinance? 

a) Providing financial services to all sections of society 

b) Increasing government revenue 

c) Reducing global trade barriers 

d) Controlling stock market fluctuations 

Answer: a) Providing financial services to all sections of society 

25. Which of the following statements is TRUE about MFIs? 

a) They only provide loans to women 

b) They do not require collateral for loans 

c) They provide long-term loans only 

d) They are primarily funded by foreign governments 

Answer: b) They do not require collateral for loans 

MCQs on Regional Rural Banks (RRBs) 

History and Formation of RRBs 

1. What does RRB stand for? 

a) Regional Rural Banks 

b) Reserve Rural Banks 

c) Regional Revenue Banks 

d) Rural Reserve Banks 

Answer: a) Regional Rural Banks 

2. When were Regional Rural Banks (RRBs) established in India? 

a) 1955 

b) 1969 

c) 1975 

d) 1982 

Answer: c) 1975 

3. Which committee recommended the establishment of RRBs? 

a) Narasimham Committee 

b) Rangarajan Committee 

c) M. Narasimham Working Group 

d) Kelkar Committee 

Answer: c) M. Narasimham Working Group 

4. Under which Act were RRBs established? 
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a) Banking Regulation Act, 1949 

b) Reserve Bank of India Act, 1934 

c) Regional Rural Banks Act, 1976 

d) Companies Act, 1956 

Answer: c) Regional Rural Banks Act, 1976 

5. Which was the first RRB established in India? 

a) Prathama Bank 

b) Andhra Pradesh Grameena Bank 

c) Punjab Gramin Bank 

d) Baroda UP Bank 

Answer: a) Prathama Bank 

6. Where was the first RRB, Prathama Bank, set up? 

a) Punjab 

b) Uttar Pradesh 

c) Karnataka 

d) West Bengal 

Answer: b) Uttar Pradesh 

7. Who owns the majority stake in RRBs? 

a) State Governments 

b) Reserve Bank of India (RBI) 

c) Central Government, Sponsor Banks, and State Governments in a fixed proportion 

d) Private Sector Banks 

Answer: c) Central Government, Sponsor Banks, and State Governments in a fixed proportion 

8. What is the ownership pattern of RRBs? 

a) 50% Central Government, 35% Sponsor Bank, 15% State Government 

b) 35% Central Government, 50% Sponsor Bank, 15% State Government 

c) 40% Central Government, 40% Sponsor Bank, 20% State Government 

d) 60% Central Government, 20% Sponsor Bank, 20% State Government 

Answer: a) 50% Central Government, 35% Sponsor Bank, 15% State Government 

Role and Functions of RRBs 

9. What is the primary objective of RRBs? 

a) To finance large corporations 

b) To provide credit and banking facilities in rural areas 

c) To regulate monetary policy 
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d) To manage foreign exchange reserves 

Answer: b) To provide credit and banking facilities in rural areas 

10. Which sector is the main focus of RRBs? 

a) Agriculture and rural development 

b) Stock market investment 

c) Foreign trade 

d) Urban real estate 

Answer: a) Agriculture and rural development 

11. RRBs are required to provide at least what percentage of their loans to the priority 

sector? 

a) 50% 

b) 60% 

c) 75% 

d) 100% 

Answer: c) 75% 

12. Which of the following is NOT a function of RRBs? 

a) Providing agricultural and rural credit 

b) Accepting deposits from rural customers 

c) Managing the foreign exchange market 

d) Promoting small-scale industries in rural areas 

Answer: c) Managing the foreign exchange market 

13. What is the maximum stake a sponsor bank can hold in an RRB? 

a) 35% 

b) 40% 

c) 50% 

d) 60% 

Answer: a) 35% 

14. What is the minimum capital adequacy ratio (CAR) required for RRBs as per RBI 

guidelines? 

a) 5% 

b) 7% 

c) 9% 

d) 10% 

Answer: c) 9% 

Importance of RRBs in the Indian Economy 
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15. How do RRBs contribute to rural economic development? 

a) By financing agriculture, small businesses, and rural industries 

b) By investing in stock markets 

c) By providing loans to multinational corporations 

d) By managing foreign exchange reserves 

Answer: a) By financing agriculture, small businesses, and rural industries 

16. What is the role of RRBs in financial inclusion? 

a) Providing banking services to rural areas 

b) Encouraging digital payments in urban areas 

c) Reducing interest rates on home loans 

d) Controlling inflation 

Answer: a) Providing banking services to rural areas 

17. What type of customers primarily benefit from RRBs? 

a) Large industrialists 

b) Rural farmers, artisans, and small business owners 

c) Government officials 

d) High-net-worth individuals 

Answer: b) Rural farmers, artisans, and small business owners 

RRBs and Government Initiatives 

18. What was the purpose of the 2011 K.C. Chakrabarty Committee on RRBs? 

a) To merge weak RRBs 

b) To privatize RRBs 

c) To promote urban banking 

d) To increase foreign investment in RRBs 

Answer: a) To merge weak RRBs 

19. In which year did the Indian government start the recapitalization of RRBs to improve 

their financial health? 

a) 2005 

b) 2010 

c) 2015 

d) 2020 

Answer: b) 2010 

20. Which financial inclusion program encouraged RRBs to open more rural bank 

accounts? 
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a) Jan Dhan Yojana 

b) Start-up India 

c) Digital India 

d) Make in India 

Answer: a) Jan Dhan Yojana 

21. What is the maximum loan amount that RRBs can provide without collateral under the 

Kisan Credit Card (KCC) scheme? 

a) ₹50,000 

b) ₹1,00,000 

c) ₹1,60,000 

d) ₹3,00,000 

Answer: c) ₹1,60,000 

Miscellaneous Questions on RRBs 

22. Which organization supervises RRBs? 

a) SEBI 

b) RBI & NABARD 

c) IRDAI 

d) Ministry of Finance 

Answer: b) RBI & NABARD 

23. What is the tenure of the Chairman of an RRB? 

a) 3 years 

b) 5 years 

c) 7 years 

d) 10 years 

Answer: a) 3 years 

24. What is the key challenge faced by RRBs? 

a) High credit demand in urban areas 

b) Lack of infrastructure in rural areas 

c) Low profitability and high NPAs 

d) Excess liquidity reserves 

Answer: c) Low profitability and high NPAs 

25. Which of the following is TRUE about RRBs? 

a) They operate only in urban areas 

b) They focus only on large-scale industries 

c) They are jointly owned by the Central Government, Sponsor Banks, and State Governments 
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d) They provide credit to foreign investors 

Answer: c) They are jointly owned by the Central Government, Sponsor Banks, and State 

Governments 

MCQs on Insurance Regulatory and Development Authority of India (IRDAI) 

History and Formation of IRDAI 

1. What does IRDAI stand for? 

a) Insurance Regulatory and Development Authority of India 

b) Indian Rural Development Agency 

c) Insurance and Reinsurance Development Authority 

d) Indian Regulatory Development Association 

Answer: a) Insurance Regulatory and Development Authority of India 

2. When was IRDAI established? 

a) 1995 

b) 1999 

c) 2001 

d) 2005 

Answer: b) 1999 

3. Under which Act was IRDAI established? 

a) IRDA Act, 1999 

b) Banking Regulation Act, 1949 

c) Companies Act, 1956 

d) SEBI Act, 1992 

Answer: a) IRDA Act, 1999 

4. Which committee's recommendation led to the establishment of IRDAI? 

a) Malhotra Committee 

b) Narasimham Committee 

c) Kelkar Committee 

d) Rangarajan Committee 

Answer: a) Malhotra Committee 

5. In which year did IRDAI become a statutory body? 

a) 1999 

b) 2000 

c) 2001 
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d) 2002 

Answer: b) 2000 

6. Where is the headquarters of IRDAI located? 

a) Mumbai 

b) Chennai 

c) Hyderabad 

d) New Delhi 

Answer: c) Hyderabad 

7. Who appoints the Chairman of IRDAI? 

a) Reserve Bank of India (RBI) 

b) Ministry of Finance 

c) President of India 

d) Prime Minister of India 

Answer: b) Ministry of Finance 

8. How many members are there in the IRDAI board? 

a) 5 

b) 10 

c) 15 

d) 20 

Answer: b) 10 

9. The IRDAI regulates which of the following sectors? 

a) Banking 

b) Stock Market 

c) Insurance 

d) Mutual Funds 

Answer: c) Insurance 

Roles and Functions of IRDAI 

10. What is the primary objective of IRDAI? 

a) To control the stock market 

b) To regulate and develop the insurance sector 

c) To provide insurance to rural people 

d) To set monetary policy 

Answer: b) To regulate and develop the insurance sector 

11. IRDAI is responsible for regulating which types of insurance? 
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a) Only Life Insurance 

b) Only General Insurance 

c) Both Life and General Insurance 

d) Only Health Insurance 

Answer: c) Both Life and General Insurance 

12. Which of the following is NOT a function of IRDAI? 

a) Protecting the interests of policyholders 

b) Regulating investment of insurance funds 

c) Controlling foreign exchange reserves 

d) Ensuring financial soundness of insurers 

Answer: c) Controlling foreign exchange reserves 

13. How does IRDAI protect policyholders? 

a) By setting guidelines for insurers 

b) By fixing insurance premium rates 

c) By penalizing fraudulent companies 

d) All of the above 

Answer: d) All of the above 

14. Which of the following is TRUE about IRDAI? 

a) It controls only public sector insurance companies 

b) It ensures the promotion of a healthy insurance market 

c) It is not responsible for regulating insurance agents 

d) It operates under the Ministry of Commerce 

Answer: b) It ensures the promotion of a healthy insurance market 

15. Which Act governs insurance companies in India along with IRDAI regulations? 

a) Banking Regulation Act, 1949 

b) Insurance Act, 1938 

c) Companies Act, 2013 

d) SEBI Act, 1992 

Answer: b) Insurance Act, 1938 

Importance of IRDAI in the Indian Economy 

16. How does IRDAI contribute to the Indian economy? 

a) By promoting the insurance sector 

b) By ensuring financial stability in insurance companies 

c) By encouraging foreign investments in insurance 
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d) All of the above 

Answer: d) All of the above 

17. What is the Foreign Direct Investment (FDI) limit in the Indian insurance sector as per 

IRDAI regulations (2021)? 

a) 49% 

b) 51% 

c) 74% 

d) 100% 

Answer: c) 74% 

18. How does IRDAI promote financial inclusion? 

a) By allowing microinsurance policies 

b) By regulating digital insurance policies 

c) By mandating rural and social sector obligations for insurers 

d) All of the above 

Answer: d) All of the above 

19. Which of the following initiatives is regulated under IRDAI for social security? 

a) Pradhan Mantri Jan Dhan Yojana 

b) Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) 

c) Startup India 

d) Digital India 

Answer: b) Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) 

Schemes and Regulations Under IRDAI 

20. Which of the following is a major insurance scheme regulated by IRDAI? 

a) Atal Pension Yojana 

b) Rashtriya Swasthya Bima Yojana 

c) PM Fasal Bima Yojana 

d) All of the above 

Answer: d) All of the above 

21. What is the minimum capital requirement for insurance companies in India as per 

IRDAI rules? 

a) ₹50 crore 

b) ₹75 crore 

c) ₹100 crore 

d) ₹200 crore 

Answer: c) ₹100 crore 



LUCKNOW PUBLIC COLLEGE OF PROFESSIONAL STUDIES 

MS. RASHMI SACHAN, ASSISTANT PROFESSOR, DEPARTMENT OF COMMERCE 

22. What is the grievance redressal mechanism under IRDAI? 

a) SEBI Complaint Redress System 

b) Integrated Grievance Management System (IGMS) 

c) Reserve Bank of India Ombudsman 

d) Ministry of Consumer Affairs Helpdesk 

Answer: b) Integrated Grievance Management System (IGMS) 

23. What is the minimum solvency ratio required for insurance companies as per IRDAI? 

a) 1.25 

b) 1.5 

c) 2.0 

d) 2.5 

Answer: b) 1.5 

Miscellaneous Questions on IRDAI 

24. Which of the following is TRUE about IRDAI's role in foreign investment? 

a) It does not allow foreign investment 

b) It allows up to 100% FDI in the insurance sector 

c) It regulates foreign investments in Indian insurance companies 

d) It only permits public sector insurers to attract foreign investment 

Answer: c) It regulates foreign investments in Indian insurance companies 

25. IRDAI regulates which of the following intermediaries? 

a) Insurance agents 

b) Brokers 

c) Third-party administrators 

d) All of the above 

Answer: d) All of the above 

MCQs on Pension Fund Regulatory and Development Authority (PFRDA) 

History and Formation of PFRDA 

1. What does PFRDA stand for? 

a) Pension and Fund Regulatory Development Authority 

b) Public Fund Regulatory and Development Authority 

c) Pension Fund Regulatory and Development Authority 

d) Provident Fund Regulatory and Development Authority 

Answer: c) Pension Fund Regulatory and Development Authority 
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2. When was PFRDA established? 

a) 1999 

b) 2003 

c) 2005 

d) 2013 

Answer: b) 2003 

3. Under which Act was PFRDA given statutory status? 

a) Pension Fund Regulatory and Development Authority Act, 2013 

b) Insurance Act, 1938 

c) SEBI Act, 1992 

d) Companies Act, 2013 

Answer: a) Pension Fund Regulatory and Development Authority Act, 2013 

4. What was the primary reason behind the establishment of PFRDA? 

a) To regulate mutual funds 

b) To oversee the pension sector in India 

c) To manage bank deposits 

d) To regulate insurance companies 

Answer: b) To oversee the pension sector in India 

5. Where is the headquarters of PFRDA located? 

a) Mumbai 

b) Hyderabad 

c) Kolkata 

d) New Delhi 

Answer: d) New Delhi 

6. Which pension scheme was introduced by the Government of India under PFRDA in 

2004? 

a) Atal Pension Yojana 

b) National Pension System (NPS) 

c) Employees’ Provident Fund (EPF) 

d) Pradhan Mantri Vaya Vandana Yojana 

Answer: b) National Pension System (NPS) 

7. Who is the appointing authority for the Chairman of PFRDA? 

a) Reserve Bank of India (RBI) 

b) Ministry of Finance 

c) Securities and Exchange Board of India (SEBI) 
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d) President of India 

Answer: b) Ministry of Finance 

8. Which committee recommended pension sector reforms in India, leading to the 

formation of PFRDA? 

a) Malhotra Committee 

b) Narasimham Committee 

c) OASIS Committee 

d) Rangarajan Committee 

Answer: c) OASIS Committee 

9. What is the primary objective of PFRDA? 

a) To regulate pension funds 

b) To provide loans for retirement planning 

c) To regulate life insurance companies 

d) To manage government pension accounts 

Answer: a) To regulate pension funds 

Roles and Functions of PFRDA 

10. Which of the following is NOT a function of PFRDA? 

a) Regulating pension funds 

b) Ensuring transparency in pension schemes 

c) Managing investment in stock markets 

d) Protecting pension fund subscribers 

Answer: c) Managing investment in stock markets 

11. PFRDA regulates which of the following pension schemes? 

a) National Pension System (NPS) 

b) Atal Pension Yojana (APY) 

c) Both (a) and (b) 

d) None of the above 

Answer: c) Both (a) and (b) 

12. Who can subscribe to the National Pension System (NPS)? 

a) Only government employees 

b) Only private sector employees 

c) Any Indian citizen between 18-70 years 

d) Only senior citizens above 60 years 

Answer: c) Any Indian citizen between 18-70 years 
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13. What is the minimum contribution required per year in NPS for a Tier-I account? 

a) ₹500 

b) ₹1,000 

c) ₹5,000 

d) ₹10,000 

Answer: b) ₹1,000 

14. Which of the following statements is TRUE about Atal Pension Yojana (APY)? 

a) It is regulated by PFRDA 

b) It provides guaranteed pension benefits 

c) It is targeted at unorganized sector workers 

d) All of the above 

Answer: d) All of the above 

15. What is the minimum monthly pension offered under APY? 

a) ₹1,000 

b) ₹2,000 

c) ₹3,000 

d) ₹5,000 

Answer: a) ₹1,000 

16. Which agency is responsible for the record-keeping of NPS accounts? 

a) Reserve Bank of India (RBI) 

b) Pension Fund Regulatory and Development Authority (PFRDA) 

c) Central Recordkeeping Agency (CRA) 

d) Ministry of Finance 

Answer: c) Central Recordkeeping Agency (CRA) 

17. Which of the following is a benefit of NPS? 

a) Tax benefits under Section 80CCD 

b) Market-linked returns 

c) Partial withdrawal for specified purposes 

d) All of the above 

Answer: d) All of the above 

18. Which entity manages pension funds under PFRDA? 

a) Pension Fund Managers (PFMs) 

b) Reserve Bank of India (RBI) 

c) Employee Provident Fund Organization (EPFO) 
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d) Life Insurance Corporation of India (LIC) 

Answer: a) Pension Fund Managers (PFMs) 

Importance of PFRDA in the Indian Economy 

19. How does PFRDA contribute to the Indian economy? 

a) By promoting financial security post-retirement 

b) By mobilizing long-term savings 

c) By increasing investment in infrastructure and markets 

d) All of the above 

Answer: d) All of the above 

20. Which of the following is TRUE about PFRDA? 

a) It regulates both pension and insurance sectors 

b) It encourages voluntary pension savings 

c) It only provides pensions for government employees 

d) It is a subsidiary of SEBI 

Answer: b) It encourages voluntary pension savings 

21. Under NPS, what percentage of the corpus must be compulsorily used to buy an 

annuity at the time of withdrawal? 

a) 40% 

b) 50% 

c) 60% 

d) 75% 

Answer: a) 40% 

22. What is the tax exemption limit for NPS contributions under Section 80CCD(1B)? 

a) ₹25,000 

b) ₹50,000 

c) ₹75,000 

d) ₹1,00,000 

Answer: b) ₹50,000 

23. Who is eligible for corporate NPS? 

a) Only government employees 

b) Only self-employed professionals 

c) Employees of private companies registered under PFRDA 

d) Only non-resident Indians 

Answer: c) Employees of private companies registered under PFRDA 
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24. How many pension fund managers (PFMs) are currently licensed under PFRDA? 

a) 5 

b) 7 

c) 10 

d) 12 

Answer: b) 7 

25. Which of the following is a recent initiative by PFRDA? 

a) eNPS (Online NPS registration) 

b) Pension Adalat 

c) Digital Life Certificate for pensioners 

d) All of the above 

Answer: d) All of the above 

 


