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CHAPTER - 1 

Introduction to the Banking Sector and the Job Role of 
Debt Recovery Agent 

Introduction to the Banking Sector in India 

The banking sector in India plays a pivotal role in the economic development of the country. It 
serves as the backbone of the financial system, offering a wide array of financial services, 
including deposit collection, credit distribution, and facilitating payment systems. The Indian 
banking system is well-regulated and robust, contributing significantly to the nation's growth by 
mobilizing savings and channeling them into productive investments. 
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Historical Evolution 

The Indian banking sector has evolved significantly since its inception. 
The establishment of the General Bank of India in 1786 marked the 
beginning of the Indian banking system. However, the sector saw 
significant transformation after the nationalization of major banks in 
1969, which aimed to extend banking services to the rural population 
and to promote financial inclusion. 
The liberalization of the Indian economy in 1991 further revolutionized 
the banking sector, introducing private and foreign banks into the 
market. These changes led to increased competition, improved 
customer services, and the introduction of innovative banking products 
and services. 
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Structure of the Indian Banking Sector 
The banking sector in India is broadly divided 
into the following categories: 

     

          
  : 

1. Commercial Banks: 

Commercial banks are financial institutions that accept deposits from the public and provide 
loans to individuals, businesses, and governments. They are profit-oriented entities, meaning 
their primary goal is to generate profits for their shareholders. They include: 

Public Sector Banks: Majority-owned by the government, these banks dominate the 
Indian banking landscape. Examples include State Bank of India (SBI), Punjab National 
Bank (PNB), and Bank of Baroda. 

Private Sector Banks: These banks are privately owned but regulated by the Reserve Bank 
of India (RBI). Examples include HDFC Bank, ICICI Bank, and Axis Bank. 

Foreign Banks: International banks with branches in India, such as Citibank, HSBC, and 
Standard Chartered. 

1.   
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Functions of Commercial Banks: 

Accepting Deposits: Commercial banks collect savings from the public in the form of 
various types of deposits, such as savings accounts, fixed deposits, and recurring deposits. 
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Providing Loans: They lend money to individuals, businesses, and governments. The loans 
could be short-term, like working capital loans, or long-term, like home loans and business 
loans. 

Credit Creation: By providing loans, banks create money. When banks lend out a portion 
of the deposits they hold, they essentially create credit in the economy. 

Facilitating Payments: Commercial banks facilitate transactions through various 
instruments like cheques, demand drafts, and electronic transfers. They provide platforms 
for making and receiving payments, such as through online banking, mobile banking, and 
ATMs. 

Safekeeping Services: They offer safe deposit lockers and other facilities to safeguard 
valuables like important documents, jewelry, etc. 

Investment Services: Many commercial banks offer investment services like mutual funds, 
insurance, and financial advisory services. 
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Importance in the Economy: 

Financial Intermediation: Commercial banks act as intermediaries between depositors 
who have surplus funds and borrowers who need funds, ensuring the smooth functioning 
of the economy. 

Support for Businesses: They provide necessary capital for businesses to grow, expand, 
and innovate, which contributes to overall economic development. 
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Job Creation: By supporting businesses, commercial banks indirectly contribute to job 
creation and economic stability. 

Government Support: They play a crucial role in implementing government policies by 
managing government accounts and distributing subsidies, benefits, etc. 
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2. Cooperative Banks:  
Cooperative Banks in India are financial entities established on a cooperative basis and belong 
to their members, who are both owners and customers of the bank. These banks operate under 
the principles of cooperation, mutual help, democratic decision-making, and open membership. 
They aim to provide credit to their members, primarily small-scale industries, farmers, and small 
entrepreneurs, who may not have access to traditional banking services. 

2.  : 
                     
      ,  ,  -         

            ,      , ,   
  ,          

Key Features of Cooperative Banks: 
    : 

Membership: Cooperative banks are member-owned institutions. The members of the 
bank are its shareholders, and they participate in the bank’s decision-making process. 

:   -            ,     
        

Democratic Governance: Each member has equal voting rights, regardless of the number 
of shares held. This is in contrast to commercial banks where voting rights are linked to 
shareholding. 
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Non-Profit Motive: Cooperative banks operate on a "no-profit, no-loss" basis. They aim to 
provide affordable financial services to their members rather than maximizing profits. 

-  :   "   ,  "            
      ,      

Local Focus: These banks typically operate in specific local areas, focusing on the needs of 
their members in that region. This helps them understand and cater to local financial 
requirements effectively. 

 :                     
                  

 

Regulation: In India, cooperative banks are regulated by both the Reserve Bank of India 
(RBI) and the respective State Governments. Urban Cooperative Banks (UCBs) come under 
the RBI’s purview, while rural cooperative banks are supervised by the National Bank for 
Agriculture and Rural Development (NABARD) and state governments. 

:  ,       (RBI)        
     (UCBs) RBI    ,          

   (NABARD)        

Financial Services: Cooperative banks offer a range of services, including savings and 
current accounts, fixed deposits, loans, and credit facilities. They are particularly known 
for providing loans to agriculture, small businesses, and rural sectors. 

 :      ,  , ,        
      ,               

Types of Cooperative Banks: 

o Primary Cooperative Credit Societies: These are grassroots-level cooperatives that 
provide credit to members. 

o District Central Cooperative Banks (DCCBs): These operate at the district level and 
support the primary societies within the district. 

o State Cooperative Banks (SCBs): These are at the apex level and serve the entire state. 

:

o :

o (DCCBs):
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o (SCBs):

Importance of Cooperative Banks: 
   : 

Financial Inclusion: Cooperative banks are essential for promoting financial inclusion, 
especially in rural areas where access to traditional banking services is limited. 

: , 

Support to Agriculture and Rural Development: These banks provide crucial financial 
support to the agricultural sector, which is the backbone of India's economy. 

: , 

Empowering Small Businesses: By providing affordable credit to small entrepreneurs, 
cooperative banks help in the growth of small businesses, contributing to the overall 
economic development. 

:
, 

3. Regional Rural Banks (RRBs): 

Regional Rural Banks (RRBs) are a type of financial institution in India designed to provide 
banking services to rural areas and support agricultural and rural development. The National 
Skill Development Corporation (NSDC) may focus on RRBs in the context of financial inclusion 
and economic development, as they play a key role in extending banking services to 
underserved areas. 

3.    ( ): 

     (RRB)      ,           
               (NSDC)    

     RRBs      ,           
     

Financial Inclusion: RRBs aim to increase financial inclusion by providing banking services 
to rural and semi-urban areas where access to traditional banking might be limited. 

Support to Agriculture: They provide credit and financial services to farmers and 
agricultural enterprises, helping to enhance productivity and rural livelihoods. 

Economic Development: By offering financial products and services, RRBs contribute to 
the overall economic development of rural areas, promoting entrepreneurship and self-
employment. 
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Structure and Ownership 

Ownership: RRBs are jointly owned by the central government, state governments, and 
sponsor banks (usually commercial banks). 

Governance: They are managed by a board of directors with representatives from the 
central and state governments, as well as the sponsor banks. 

   

:    ( )    ,      (   
 )         

:       -            
   

Services Provided 

Deposit Accounts: RRBs offer savings and fixed deposit accounts to rural customers, 
encouraging savings and financial stability. 

Loans and Credit: They provide various types of loans, including agricultural loans, 
personal loans, and loans for small businesses. 

Insurance and Investment: Some RRBs also offer insurance products and investment 
options to their customers. 

    : 

 :             ,      
    

  :        ,   ,  ,      
   

  :                

4. Development Banks: 

Development banks are specialized financial institutions designed to provide medium- and long-
term capital for the development of key sectors such as industry, agriculture, infrastructure, and 
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small businesses. Unlike commercial banks that focus on short-term lending and profit-making, 
development banks aim to promote economic development, reduce poverty, and enhance 
social welfare by financing projects that contribute to the overall growth of the economy. 

4.  :  

     ,  , ,            
               ,     
       ,       ,      

                    
    

Key Features of Development Banks: 

Long-Term Financing: Development banks provide loans for extended periods, typically for 
large projects in sectors that are vital for economic growth, like infrastructure, 
manufacturing, and agriculture. 

Sector-Specific Focus: These banks often concentrate on specific sectors that are crucial 
for national development. For example, they may focus on infrastructure, housing, small 
and medium enterprises (SMEs), or agriculture. 

Catalytic Role: Development banks play a catalytic role by funding projects that are 
considered too risky by commercial banks. They often support new industries or 
technologies and provide financing where private sector involvement is minimal. 

Support for Government Policies: Development banks align their operations with 
government policies and priorities, often financing projects that support national 
economic plans, such as energy conservation, waste management, and sustainable 
development. 

Technical Assistance: Besides providing finance, development banks often offer technical 
assistance and advisory services to help ensure the success of the projects they fund. 

    : 

 : , 
, ,  

-  : 
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 : 
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5. Reserve Bank of India (RBI): 

The Reserve Bank of India (RBI) is the central banking institution of India, which controls the 
issuance and supply of the Indian rupee and manages the country's monetary policy. 
Established on April 1, 1935, under the Reserve Bank of India Act, 1934, the RBI plays a critical 
role in the development and regulation of the financial system in India. 

5.    ( ):  

   (RBI)      ,            
              1 , 1935     

, 1934      RBI             
 

Key Functions of the RBI: 

Monetary Authority: The RBI formulates and implements India's monetary policy to 
maintain price stability and ensure the smooth flow of credit to productive sectors. 

Issuer of Currency: The RBI has the sole authority to issue currency notes in India. It 
ensures an adequate supply of clean and genuine currency notes. 

Regulator of the Financial System: The RBI regulates and supervises the financial system 
in India, which includes commercial banks, non-banking financial companies (NBFCs), and 
cooperative banks. This is crucial for maintaining financial stability and protecting the 
interests of depositors. 

Manager of Foreign Exchange: The RBI manages the Foreign Exchange Management Act, 
1999 (FEMA), and facilitates external trade and payments while promoting orderly 
development and maintenance of the foreign exchange market in India. 

Developmental Role: The RBI plays a developmental role by promoting financial inclusion, 
expanding access to financial services, and fostering the growth of a diverse and 
competitive financial sector. 

Government's Banker and Debt Manager: The RBI acts as the banker to the government, 
managing its accounts and debt. It also advises the government on economic policy 
matters. 
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Regulation of Payment and Settlement Systems: The RBI ensures that India has a secure 
and efficient payment and settlement system, essential for the smooth functioning of the 
economy. 

    (RBI)   : 

 : RBI 
 

 : RBI 
 

   : RBI , , -
(NBFCs) , 

 

   : RBI , 1999 (FEMA) 
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6. Small finance bank 
Small finance banks are financial institutions designed to meet the needs of underserved 
communities in India, with the aim of promoting economic inclusion. These banks are 
established as publicly listed companies within the private sector and are registered under the 
Companies Act 2013. However, it's important to note that they operate under the regulations of 
the Reserve Bank of India Act 1934, Section 22 of the Banking Regulation Act 1949, and other 
relevant laws. 

Small finance banks are a distinct category of niche banks in India, created specifically to 
provide financial support and banking services to underserved groups like marginal farmers, 
micro and small enterprises, and other small businesses. 

6.    
                      

  ,                    
          2013       ,    

        1934,    1949   22    
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Key Features of Small Finance Banks: 

Every registered small finance bank is required to establish at least 25% of its branches in 
rural areas that lack banking facilities. 

The minimum capital needed to establish a small finance bank is INR 100 crore. 

The operations of small finance banks are regulated by the guidelines set forth by the 
Reserve Bank of India, which include adhering to the CRR (Cash Reserve Ratio) and SLR 
(Statutory Liquidity Ratio) requirements. 

Small finance banks are permitted to engage in foreign exchange transactions based on 
the needs and demands of their customers. 

These banks can also involve themselves in activities such as handling mutual funds, 
selling insurance products, and offering pension products. However, they must acquire a 
license and relevant approval from the Reserve Bank of India to engage in these activities. 

:

25% 

INR 100 

, 
( ) ( )

, 
, 

Services for Underserved Communities 

One of the key roles of small finance banks is to promote financial inclusion by offering financial 
support to communities that are often underserved. These groups include small business units, 
micro and small industries, and other entities operating in the unorganized sector. 

     

, 
, , 

 



14 | P a g e  
 

Services for Marginal Farmers 

According to the guidelines established by the Reserve Bank of India, marginal farmers fall 
under the priority sector that small finance banks must serve. This is part of farm credit, where 
small finance banks are permitted to offer loans to small and marginal farmers for purchasing 
land for agricultural purposes. It’s important to note that the Reserve Bank of India has set 
specific criteria for these farmers under a sub-target category. 

 

, 
, 

-  

Services for Small Enterprises 

Small finance banks are also empowered to provide loans, either with or without collateral, to 
Micro and Small Enterprises (MSMEs) and small businesses. This initiative is primarily aimed at 
fostering financial inclusion and supporting micro-enterprises and other small business 
organizations. Small businesses often face financial challenges in managing their operational 
activities, making it difficult for them to remain competitive in the market. Thus, small finance 
banks play a crucial role in helping these enterprises sustain their operations and contribute to 
the nation’s economic growth. 

  

(MSME)

, , 
 

Importance of the Banking Sector 

The banking sector is crucial to India’s 
economic growth and development for 
several reasons: 

Financial Inclusion: Banks help in 
bringing unbanked populations into 
the formal financial system, promoting savings and financial security. 

Economic Stability: By regulating money supply and credit, banks contribute to economic 
stability and growth. 
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Capital Formation: Banks mobilize savings from individuals and businesses and channel 
them into investments, contributing to capital formation. 

Credit Distribution: Banks provide credit to various sectors, including agriculture, industry, 
and services, facilitating economic activities and employment generation. 

Payment Systems: Banks enable smooth transactions between individuals and businesses 
through various payment systems like NEFT, RTGS, UPI, and more. 

    
               : 

 :              ,  
        

 :         ,        
  

 :              ,     
   

 :  ,            ,    
       

 :  NEFT, RTGS, UPI             
        

Job Role of Debt Recovery Agent 

As the banking sector expands and the 
credit market grows, the role of a Debt 
Recovery Agent (DRA) becomes 
increasingly vital. Debt recovery agents 
are professionals responsible for 
recovering overdue payments from borrowers who have defaulted on their loans. Their role is 
essential in maintaining the financial health of banks and non-banking financial companies 
(NBFCs) by ensuring that outstanding debts are recovered efficiently and ethically. 

     

-              ,    ( )     
                      
           -    ( )     
   ,                
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Key Responsibilities of a Debt Recovery Agent 
1. Locating and Contacting Borrowers: 

One of the primary responsibilities of a DRA is to locate borrowers who have defaulted on 
their payments. This may involve tracing individuals or businesses that have changed their 
contact details or addresses. 

DRAs then reach out to these borrowers through phone calls, letters, emails, or personal 
visits to remind them of their outstanding dues. 

( ) :
1. :

, , 

2. Negotiation and Persuasion: 

Once contact is established, the DRA engages with the borrower to negotiate repayment 
terms. This could involve restructuring the loan, offering discounts on interest, or setting 
up a new payment schedule. 

Persuasion is a critical skill for a DRA, as they need to convince borrowers to prioritize 
repaying their debts while maintaining a professional and empathetic approach. 

2. -   : 

    ,    ( )          
    ,     ,           

    ,             
   ,         

3. Understanding Legal Frameworks: 

Debt recovery in India is governed by various laws and regulations, such as the Recovery of 
Debts Due to Banks and Financial Institutions Act, 1993, and the Securitization and 
Reconstruction of Financial Assets and Enforcement of Security Interest (SARFAESI) Act, 
2002. 

A DRA must have a thorough understanding of these legal frameworks to ensure that 
recovery efforts are compliant with the law and to avoid legal complications. 
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3.    : 

          ,           
 , 1993,          (SARFAESI) , 2002  

                     
      

4. Field Visits: 
In cases where borrowers are unresponsive to phone calls or letters, DRAs may be 
required to visit them in person. Field visits can help assess the borrower’s financial 
situation and discuss repayment options face-to-face. 

During these visits, DRAs must be cautious and respectful, as they represent the bank or 
financial institution, and any aggressive behavior can lead to legal issues. 

4.  : 

          ,             
                   

        

   ,        ,       
   ,             

5. Documentation and Reporting: 

Keeping detailed records of all interactions with borrowers is crucial. This documentation 
serves as evidence of the recovery efforts and can be used in legal proceedings if 
necessary. 
DRAs must also regularly report their progress to their supervisors or the concerned 
department within the bank, providing updates on recovered amounts and any challenges 
faced.

5.   :

                
                    

                    
,                   

6. Ethical Practices: 

Debt recovery agents must adhere to ethical practices, treating borrowers with respect 
and dignity. They must avoid harassment, threats, or any form of coercion. 
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Ethical behavior not only ensures compliance with the law but also helps maintain the 
reputation of the financial institution. 

 : 

         ,          
   , ,            

                    
    

Skills Required for a Debt Recovery Agent 
1. Communication Skills: 

Effective communication is essential for a DRA. They must clearly explain repayment 
terms, negotiate with borrowers, and handle difficult conversations tactfully. 

      : 
1.  : 

   DRA             ,    
           

2. Interpersonal Skills: 

Building rapport with borrowers and managing their concerns requires strong 
interpersonal skills. DRAs should be empathetic while maintaining a firm stance on debt 
recovery. 

2.  : 

                 
   DRAs             

3. Analytical Skills: 

Assessing the financial situation of borrowers, understanding their ability to repay, and 
proposing suitable repayment options are critical aspects of the DRA’s role. 

3.  : 

      ,          
    DRA       

4. Legal Knowledge: 

A sound understanding of the legal frameworks governing debt recovery is necessary to 
ensure that all actions are within the bounds of the law. 
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4.  : 

                    
 

5. Persistence and Resilience: 

Debt recovery can be a challenging job, requiring persistence and resilience. DRAs must 
remain focused on their goals despite setbacks or resistance from borrowers. 

5.   : 

       ,          DRAs  
              

Conclusion 

The banking sector serves as a cornerstone of economic stability and growth, providing 
essential financial services that facilitate transactions, savings, investments, and credit. As 
financial institutions navigate complex economic landscapes, the role of a Debt Recovery Agent 
becomes increasingly vital. These professionals are tasked with the crucial responsibility of 
managing and recovering delinquent debts, ensuring that financial institutions maintain their 
liquidity and continue to operate effectively. 

A Debt Recovery Agent's role involves not only pursuing outstanding payments but also 
engaging with borrowers in a way that balances assertiveness with empathy. By employing 
various strategies and adhering to legal and ethical standards, Debt Recovery Agents contribute 
significantly to the financial health of their institutions while supporting the broader economy. 

Understanding the dynamics of the banking sector and the responsibilities of Debt Recovery 
Agents provides valuable insights into the challenges and opportunities within this field. 
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