STATE BANK OF INDIA
Establishment and Organization of State Bank of India:
Establishment of State Bank of India
The State Bank of India is the biggest commercial bank and holds a special position in the modern commercial banking system in India. It came into existence on July 1, 1955 after the nationalization of Imperial Bank of India. The Imperial Bank of India was established in 1921 by amalgamating the three Presidency Banks of Madras, Bombay and Bengal.
Until the establishment of the Reserve Bank of India in 1935, the Imperial Bank of India, in addition to its normal commercial banking functions had been performing certain central banking functions. It used to act as the banker to the government, as banker’s bank and as the clearing house.
After the establishment of the Reserve Bank of India, the Imperial Bank of India left its central banking functions, but continued to serve as the agent of the Reserve Bank in the areas where the latter did not have its branches. In 1955, on the recommendations of the Rural Credit Survey Committee, the Imperial Bank of India was nationalized and renamed as the State Bank of India through the State Bank of India Act 1955.
Organization of State Bank of India:
The organization of the State Bank of India can be discussed under the following heads:
i. Capital: The state Bank of India has an authorized capital of Rs. 20 crore which has been divided into 20 lakh shares of Rs. 100 each. The issued capital of the State Bank is Rs. 5.6 crore. The shares of the State Bank are held by the Reserve Bank, insurance companies and the general public. At the end of March 2001, the paid-up capital and the reserves of the State Bank were Rs. 13461 crore.
ii. Management: The management of the State Bank of India is under the control of a Central Board of Directors consisting of 20 members.
The break-up of the Central Board is as given below:
(a) A Chairman and a Vice-Chairman are to be appointed by the Central Government in consultation with Reserve Bank.
(b) Two Managing Directors are to be appointed by the Central Board with the approval of the Central Government,
(c) Six directors are to be elected by the private shareholders.
(d) Eight directors are to be nominated by the Central Government in consultation with the Reserve Bank to represent territorial and economic interests. Not less than two of them should have special knowledge in the working of cooperative institutions and of the rural economy,
(e) One director is to be nominated by the Central Government,
(f) One director is to be nominated by the Reserve Bank.
iii. Subsidiary Banks: Through the State Bank of India (Subsidiary Banks) Act, 1959, major state- associated banks were converted into subsidiary banks of State Bank of India. State Bank of India has the following five Associate Banks (ABs) with controlling interest ranging from 75.07% to 100%.
· State Bank of Bikaner and Jaipur (SBBJ)
· State Bank of Hyderabad (SBH)
· State Bank of Mysore (SBM)
· State Bank of Patiala (SBP)
· State Bank of Travancore (SBT)
Objectives and Functions of State Bank of India:
The main objectives and functions of the State Bank of India are given below:

1. Objectives:
The State Bank of India has been established to operate on the normal commercial principles, with the only difference that, unlike other commercial banks in the country, it takes into consideration and responds in a progressively liberal manner the financial requirements of cooperative institutions and small scale industries, particularly in the rural areas of the country.
The main objectives of the State Bank are:
(i) To act in accordance with the broad economic policies of the government;
(ii) To encourage and mobilise savings by opening branches in rural and semi-urban areas and to promote rural credit;
(iii) To establish government partnership in the provision of cooperative credit;
(iv) To extend financial help for the establishment of licensed warehouses and cooperative marketing societies;
(v) To provide financial help to the small scale and cottage industries;
(vi) To provide remittance facilities to the banking institutions.
The State Bank of India acts as an agent of the Reserve Bank in all those places where the latter does not have its branches.
2. As an agent of the Reserve Bank, the State Bank performs the following functions:
(i) It acts as the government’s bank, i.e., it collects money and makes payments on behalf of the government and manages public debt.
(ii) It acts as the bankers’ bank. It receives deposits from and gives loans to commercial banks. It also acts as the clearing house for the commercial banks, rediscounts the bills of exchange of the commercial banks and provides remittance facilities to the commercial banks.
3. Ordinary Banking Functions:
The State Bank of India performs all kinds of commercial banking functions:
(i) It receives deposits from the public.
(ii) It gives loans and advances against eligible securities including goods, bills of exchange, promissory notes, fully paid shares of companies, immovable property or documents of title, debentures, etc.
(iii) It invests its surplus funds in government securities, railway securities and securities of corporations and treasury bills.
4. Other Functions: The State Bank of India also performs the following other functions:
(i) It buys and sells gold and silver.
(ii) It acts as agent of cooperative banks.
(iii) It underwrites issues of stocks, shares, debentures, and other securities in which it is authorised to invest funds.
(iv) It administers, singly or jointly, estates for any purpose as executor, trustee or otherwise.
(v) It draws bills of exchange and grants letters of credit payable out of India.
(vi) It buys bills of exchange payable out of India with the approval of the Reserve Bank; it subscribes buys, acquires, holds and sells shares in the capital of banking companies.
5. Prohibited Functions:
The State Bank of India has been prohibited from doing certain businesses by the State Bank of India Act:
(i) The State Bank cannot grant loans against stocks and shares for a period more than six months.
(ii) It can purchase no immovable property other than its own offices.
(iii) It can neither rediscount nor offer loans against the security of exchange bills whose maturity period exceeds six months.
(iv) It cannot rediscount bills which do not carry at least two good signatures.
(v) It can neither discount bills nor grant credit to individuals or firms above the sanctioned limit.

State Bank and Rural Credit
The State Bank had made remarkable progress in the field of rural credit. Since its establishment, it has been making tremendous efforts to develop rural credit by extending credit facilities to cooperative institutions and agriculturists.
Important measures undertaken by the State Bank to promote rural credit are as follows:
I. Expansion of Rural Branches:
The branch expansion of the State Bank has been largely rural – oriented. Out of the total 12486 branches of the State Bank Group at the end of March 1990, 5811 (i.e., 44.8%) were located in the rural areas with population less than 10,000; 3483 (i.e., 27.9%) were in semi-urban areas with population 10,000 to less than 1 lakh; and 3192 (i.e., 25.6%) in the urban areas and metropolitan cities.
II. Agricultural Finance:
The State Bank has been extending financial help to agriculture. In 1969, the total agricultural advances by the State Bank were Rs. 92 crore, which increased to Rs. 14982 crore in March 2001.
The State Bank of India has identified and is expanding its involvement in the following critical areas in agricultural lending:
(i) The Bank has contributed to the spread of minor irrigation schemes;
(ii) To increase productivity at the farm level, the Bank provides production finance directly to the farmers.
(iii) To develop dryland farming, the Bank- (a) grants loans for agricultural development in dryland areas, and (b) prepares and finances dryland farming projects in compact areas on the watershed basis.
(iv) The bank finances the farmers to install drip irrigation schemes in Karnataka, Tamil Nadu and Maharashtra.
(v) The Bank provides assistance to farmers to take up cultivation on waste lands under social forestry schemes for raising nurseries and planting of trees for fuel, fodder, etc.
(vi) The Bank provides financial help for modernising agricultural practices and raising farm productivity through the use of tractors and other agricultural implements.
III. Village Adoption Scheme:
The State Bank has undertaken a village adoption scheme. Under this scheme, a village is selected for development by meeting its complete financial requirements, including the requirements of the farmers, artisans and others.
The total number of villages adopted by the State Bank (other than those covered by the agricultural development banks) in 1987 was 54207. The total amount of credit and the number of farmers financed under this scheme stood at Rs. 1559 crore and 26.4 lakh respectively in March 1989.
IV. Integrated Rural Development Programme:
Integrated rural development scheme aims at all round and integrated development (i.e., economic, social, cultural, etc.) of the rural areas. The total loans disbursed by the State Bank upto the end of March 1999 under this programme amounted to Rs. 3212 crore spread over 69 lakh beneficiaries.
V. Regional Rural Banks:
Regional rural banks have been started with a view to provide credit to the small and marginal farmers and other weaker sections of the society. The State Bank is providing financial assistance to these banks. Upto the end of March 2001 the State Bank had sponsored 30 regional rural banks, covering 85 districts in the country.
VI. Agricultural Development Branches:
An important feature in the field of agricultural financing by the State Bank is the expansion of special agricultural development branches. These branches aim at financing all – round development of agriculture and function in close cooperation with Agricultural Refinance Development Corporation (ARDC), now called National Bank for Agriculture and Rural Development (NABARD). Upto March 1999, the Bank has contributed Rs. 1681 crore to NABARD.
VII. Remittance Facilities:
The State Bank provides liberalised remittance facilities to the institutions operating in the rural areas like state and central cooperative banks, land development banks, etc. With the implementation of the branch expansion programmes, the State Bank is now in a position to extend these liberalised remittance facilities more effectively to the rural and semi-urban areas.
VIII. Short-Term Credit to Cooperative Banks:
The State Bank has been providing short-term credit facilities to the state and central cooperative banks against government securities at a rate half per cent below the usual rate charged by it.
IX. Assistance to Land Development Banks:
The State Bank also gives financial assistance to the land development banks which provide long-term credit to agriculture:
(a) The State Bank subscribes to the debentures issued by the land development banks.
(b) The State Bank grants advances on the security of such debentures. This improves the marketability and popularity of these debentures in the money market.
(c) The State Bank provides loans and advances to cooperative central land development banks.
X. Finance for Marketing and Processing Societies:
The State Bank gives direct financial help to marketing and processing cooperative societies in the areas where the central cooperative banks are not in a position to assist them. The marketing societies can get advance by pledging their produce at favourable prices. Processing cooperative societies such as cooperative sugar mills, cotton ginning and pressing societies, etc. are also provided similar credit facilities by the State Bank of India.
XI. Warehousing Finance:
Warehousing aims at scientific storage of the products and is essential for the development of agricultural marketing. The State Bank has been actively associated with the warehousing development scheme and provides advances against warehousing receipts.
It has also been making efforts to improve its procedures and terms with a view to promote and popularise the warehousing scheme. Moreover, the State Bank has permitted its officers to serve on the advisory committees for warehouses.
State Bank and Industrial Finance
The State Bank of India has been extending financial help for the promotion of industrial growth in the economy.
Various forms of assistance to the industries by the Bank are given below:
I. Industrial Finance:
In tune with the rapid industrial growth in the country, the loans and advances of the State Bank to the industrial sector has shown substantial growth over the years. As compared to the amount of Rs. 9771 crore at the end of 1987, the advances to the industrial sector (including the small scale sector) increased to Rs.15519 crore at the end of March 1990.
Bank’s Corporate Banking Group:
It consists of three strategic business units, i.e.- (a) Corporate Accounts Group (CAG), (b) Leasing Strategic Business Units (Leasing SBU) and (c) Projects Finance Strategic Business Unit (Project Finance SBU).
(i) The CAG is a single window shop for the entire range of financial services needed for the large corporates. At present it caters to a more than 200 corporates in India. CAGs advances were Rs. 16943 crore at end March 2001.
(ii) The Leasing SBU performs its role as a leading provider of big-ticket leases to corporates.
(iii) The Project Finance SBU, an active infrastructure advisory services group, focuses on core and infrastructure sectors like power, telecommunications, oil and gas, roads, bridges, ports and urban infrastructure.
II. Finance to Small Scale Industries:
Development of small scale industry and small business is another important aim of the State Bank of India. Before analyzing the facilities offered by the Bank, one should understand the meaning of small scale industry. 
In small scale industry the following categories of business units are included, 
(a) Small Scale: Industry Industrial units, engaged in manufacturing, processing, preservation, repairing, or service operations with original investments in plant and machinery not exceeding Rs.3 crore are classified as Small Scale Industries. 
(b) Tiny Sector: Small scale industrial units with investment in plant and machinery up to Rs.25 lakh are classified as Tiny Sector Industries.
The State Bank of India’s finance to small scale industries has also increased substantially over the years. In 1969, the advances to small scale industries were Rs.104 crore, which increased to Rs. 12718 crore in March 2001. Similarly, the Bank’s small business finance increased from Rs. 7 crore in 1969 to Rs. 3711 crore in March 1998.
Other facilities provided by the Bank to small-scale and cottage and village industries are as given below:
(i) The Bank offers technical and financial consultancy to the units on its books to enable them to overcome problems of technological obsolescence, marketing, management, etc.
(ii) Under its Equity Fund Scheme, the Bank makes available the equity assistance in the form of interest - free loans repayable on a long - term basis to the needy entrepreneurs to set up new small- scale units.
(iii) The Bank conducts Entrepreneurial Development Programmes (EDP) to promote entrepreneurship for the development of ancillaries near large project areas and of high - tech industries, such as electronics, computer peripherals, etc.
(iv) To assist the export efforts of the small - scale industrialists, arrangements have been made to extend the Whole Turnover Packing Credit Guarantee Scheme (WTPCG Scheme) to small - Scale industries from January 1, 1988.
(v) To increase opportunities for self - employment in the tertiary sector, the Bank provides finance to small business enterprises.
(vi) Project Uptech, set up by the Bank in 1988 for bringing about technology upgradation of small and medium enterprises, has taken up 19 projects upto March 2001. Six new projects are in the pipeline.
MICRO CREDIT FOR RURAL INDUSTRY
SHG-BANK CREDIT LINKAGE: Self Help Group-Bank Linkage Programme (SBLP)
SBI has actively participated in SHG-Bank Credit Linkage programme since its inception in 1992 as a pilot project of NABARD. Since then, the Bank has made a steady progress in financing SHGs. Our market share in SHG credit linkage is 23.65% (March 2018) among public sector Banks.
As on 31st March 2018, Bank's lending to SHGs is Rs.10,551 crore to 5.91 lac SHGs, of which 91% are women SHGs
INITIATIVES:
(i) Sensitization of staff working in rural and semi-urban branches.
(ii) Training programmes on SHGs are conducted at 54 Learning Centers and SBIRD, Hyderabad.
(iii) Close liaison with NGOs
(iv) Lending to NGOs / Federations of SHGs / MFIs
(v) Training /skill up-gradation through 151 Rural Self Employment Training Institutes (RSETIs)
(vi) Financial Literacy Centers (FLCs): 338 FLCs conduct camps, seminars and workshops to create financial awareness among people.
(vii) Scheme for Promotion of Women SHGs implemented through anchor NGOs in 150 backward / Left Wing Extremism (LWE) affected districts.
(viii) Cash credit facility provided to SHGs to facilitate flexibility in operation. SHG members can save variable amount over and above the minimum saving fixed by the group. This forms part of saving corpus for the purpose of arriving at loan limit to SHGs.
(ix) Scheme for Financing (SHGs) of Scheduled Tribes (STs) for channelizing the funds of National Scheduled Tribes Finance and Development Corporation (NSTFDC).
(x) Under National Rural Livelihood Mission (NRLM) scheme, loans to Women SHGs are provided at 7% p.a. interest rate in 250 identified districts. Prompt payee SHGs gets additional subvention of 3% p.a.
(xi) Under Joint Liability Groups (JLGs), loans are granted to groups for economic activities like crop production, allied agricultural activities, etc.
The State Bank of India has been progressing well in the right direction. It has made remarkable achievements in the fields of expanding banking facilities in the rural and semi- urban areas, and providing financial help to agriculture, cooperative institutions and small scale industries.









Difference between State Bank of India and Nationalized Banks
1. Establishment under different statutes
The State Bank of India was established under the State Bank of India Act, 1955, and the subsidiary banks were established under the State Bank of India (Subsidiary Banks) Act’ 1959. While the nationalized banks were established, as stated above, under the two Acts, i.e., Banking Companies (Acquisition & Transfer of Undertakings) Act, 1970 and the Banking Companies (Acquisition & Transfer of Undertakings) Act, 1980. Thus, the State Bank of India group and the nationalized banks are governed by the different statutes.
1. Ownership
The State Bank of India is almost wholly owned by the RBI, while the subsidiary banks are almost owned by the SBI. On the other hand nationalized banks are almost wholly owned by the Government of India.
1. Functions
The State Bank of India besides carrying out its normal banking functions also acts as an agent of the RBI According to the Section 45 of the RBI Act, 1934, “The Reserve Bank shall appoint the State Bank as its sole agent at all places in India where it does not have any office or branch of its banking department and there is a branch of the State Bank or branch of a subsidiary bank. This privilege has not been conferred upon the nationalized banks. However, after the enforcement of the Banks Laws (Amendment) Act, 1983, the RBI can appoint any nationalized bank to act as an agent at all places where it has a branch for the following purposes:
· Paying, receiving, collecting and remitting money, bullion and securities on behalf of the Government of India and,
· Undertaking and transacting any other business entrusted by the Reserve Bank from time to time.
1. Organizational Structure
The organizational structure of the State Bank of India is somewhat different from the other nationalized banks. It has a well-defined system of decentralization of authority. The whole country has been divided into nine circles for administrative control purposes The Head Offices of each circle is known as Local Head Office with a Local Board of Directors which has a statutory status. Each circle has been further divided into a number of Regions. There is a Chief General Manager (formerly known as the Secretary and Treasurer) for each Circle He is the Chief Executive for his circle and has under him Regional Managers for the different regions in his circle.
The Chief General Manager enjoys vast powers for control over branches and has also extensive discretionary powers regarding loans and advances. All this has resulted in taking the operational control nearer to the area of operation. The Bank is further trying to strengthen the Regional Offices so as to reduce the span of control of the controlling authority (i.e., the Chief General Manager), leading to further decentralization.
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