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Big Change:
The end of Five-Year Plans: All you need to know

A banking revolution: Looking at the sector through Jaitley's
Budgets

Banking is one sector that has seen major changes after the NDA government came to
power in May 2014. From Insolvency & Bankruptcy Code to Monetary Policy Committee to
Jan Dhan Yojana, the tenure of the NDA government has radically changed the way India
did primitive banking. 
 
Here we track the changes in the banking sector through the series of Union Budgets of
Finance Minister Arun Jaitley.  
 
Budget 2014-15  
Finance Minister Arun Jaitley in his maiden Budget speech of 2014-15 announced that Indian banks require capital to the tune of Rs
2,40,000 crore as equity by 2018 in order to meet BASEL III norms. In order to meet this capital deficiency, the government later came
out with Indradhanush roadmap in which Rs 70,000 crore were earmarked for over four years, the allocation of which came from annual
budgetary support in form of Rs 25,000 crore each for two years and Rs 10,000 crore each for the remaining two years. 
 
Jaitley announced that the government would launch a Financial Inclusion Mission to provide households with facilities of savings,
credit, remittances, insurance and pension among others. He said this was a marked shift from earlier efforts when only opening of
account was the focus of the financial inclusion. This announcement was followed by launch of the Pradhan Mantri Jan Dhan Yojana.  
 
Jaitley also announced that the RBI would create a framework for licensing small and other differentiated banks. Later, these licences
were granted in 2015 which created several Payments Banks.  
 
Budget 2015-16  
Jaitley made an important announcement in his Budget speech that revolutionised the banking sector. He said, " We will bring a
comprehensive bankruptcy code in fiscal 2015-16, that will meet global standards and provide necessary judicial capacity." The
Insolvency and Bankruptcy Code (IBC) did materialise. More than hundred companies were admitted for the process, including 12
biggest defaulters called the dirty dozen. Though the process has been weighed down by delays and litigation, it was a beginning that
had to be made. 
 
Jaitley also announced the ambitious MUDRA scheme to give loans to first-generation SC/ST and women entrepreneurs. He proposed
to form a Micro Units Development Refinance Agency (MUDRA) Bank which gave rise to Pradhan Mantri Mudra Yojana (PMMY). As per
the annual report of PMMY 2017-18, total disbursements under the scheme stood at Rs 2.46 lakh crore in FY18. Out of this, 40 per cent
were disbursed to women entrepreneurs and 33 per cent to social categories. More than 4.81 crore micro borrowers have benefited
through PMMY during the year 2017-18. 
 
Budget 2016-17  
A watershed moment for banking was establishing a Monetary Policy Committee. FM Jaitley promised in his speech that the RBI Act
was being amended to provide statutory basis for a Monetary Policy Framework and a Monetary Policy Committee. The amendment
took away the final say on monetary policy from the RBI Governor by giving the responsibility to a committee and making its
deliberations public. It also tasked the committee to maintain Consumer Price Index (CPI) inflation at 4 per cent with a margin of +/–2
per cent. While taking decision on rates, the RBI used to consider growth, employment and many other factors in addition to inflation.
Now it has to consider only inflation. The amendment will reduce personal biases and external influences that used to impact decisions
on rates.  
 
Another important announcement was setting up of Banks Board Bureau to improve governance in banks including selection of the
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heads of public-sector banks. In his speech, Jaitley also revealed the government's intent to consolidate public-sector banks. He
promised a roadmap for consolidation of these banks. Later, State Bank of Bikaner and Jaipur, State Bank of Hyderabad, State Bank of
Mysore, State Bank of Patiala and State Bank of Travancore, besides Bharatiya Mahila Bank (BMB), merged with parent SBI. This was
followed by the merger of Vijaya Bank & Dena Bank with Bank of Baroda. 
 
Budget 2017-18  
In his speech, Jaitley promised a bill relating to orderly resolution of financial firms since IBC did not cover them. This announcement
was followed by Financial Resolution and Deposit Insurance Bill. This was a good effort in dealing with stressed financial firms but the
government gave up on it due to political pressures over the controversial bail-in provisions which were seen to be putting depositor's
money at risk. 
 
Budget 2018-19  
Though various regulatory agencies had been warning against cryptocurrencies such as Bitcoin, Jaitley in his Budget speech settled the
issue once and for all. He said cryptocurrencies were not legal tenders. There was finally a ban on cryptocurrencies. This created a big
scare in this sector which was attracting a lot of people hoping to make a quick buck. However, Jaitley said the government would
explore the use of blockchain technology for promoting the digital economy.  
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