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Jagadish Shettigar,Pooja Misra

RBI is supposed to play the role of a regulator to protect interests of depositors and savers
while ensuring adequate liquidity support for investors. It is for the government to provide a
healthy business environment to different sectors

The RBI has proposed that only well-managed NBFCs with over 10 years of experience and ₹50,000 crore of
assets will be allowed to convert to a bank. (Photo: Reuters)
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NEW DELHI: The Reserve Bank of India's internal working group's recommendation
of allowing business houses to set up banks has been strongly opposed two former
central bankers and an economist. Though the three are reputed to be habitual critics
of the present regime, their opinion on this issue should not be brushed aside.

Banking institutions are supposed to ensure safety, with maximum possible returns
for depositors while providing easy liquidity support at economical cost to investors.
It is a well known practice among industrialists to avail of easy fund support from
wherever possible - be it diverting from one’s own business to another or promoting
one venture at the cost of stakeholders in another. In this context how can a business
unit be expected not to use or misuse the fund controlled by a bank promoted by
none other than itself?
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