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Abstract 

The Reserve Bank of India (RBI), established in 1935 and nationalized in 1949, serves as the central 

banking authority responsible for maintaining monetary and financial stability in India. This review 

paper is exploratory in nature, based on secondary data drawn from RBI publications, government 

reports, research papers, and academic journals. It examines the organizational structure of RBI, its 

major functions—including currency issuance, banking regulation, credit control, foreign exchange 

management, and acting as banker to the government—and its broader role in India's economic 

development. The study also reviews key initiatives undertaken by RBI, such as promoting financial 

inclusion, digital payments, priority sector lending, MSME finance, and banking sector reforms. 

Findings indicate that RBI has been instrumental in maintaining price stability, strengthening the 

banking system, supporting international trade, and fostering inclusive and sustainable economic 

growth across India, particularly through its adaptive and responsive regulatory approach in recent 

years. 
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INTRODUCTION 

The Reserve Bank of India (RBI) plays a central role in maintaining the stability 

and development of the Indian economy. Established in 1935, RBI functions as the 

country’s central bank and is responsible for regulating the monetary and financial 

system. Its responsibilities extend beyond currency management and monetary 

policy to include banking regulation, credit control, foreign exchange management, 

financial inclusion, and development of financial markets. Through these functions, 

RBI influences the availability of credit, investment conditions, inflation, and 

overall economic stability (Lakdawala et al., 2023). Over the years, the Indian 

economy has undergone significant structural and technological changes, 

increasing the importance of an effective and responsive central banking system. 

RBI has introduced several measures to strengthen the banking sector, promote 

digital payments, expand access to financial services, and support priority sectors 

such as agriculture and small businesses (Shaikh et al., 2026). Its monetary and 

regulatory policies also contribute to maintaining confidence in the financial system 

and creating a favourable environment for sustainable economic growth. Therefore, 

understanding the role of RBI is important for assessing its contribution to India’s 

economic development (Dr. Shrimant F. Tangade, 2016). This review paper 

examines the major functions, initiatives, and contributions of RBI, along with 

emerging challenges and future prospects in supporting the Indian economy. 

Organization And Management of RBI 

The general affairs and business of the bank is managed by the Central Board 

of Directors having 20 members. The members include the follow:  

i. A Governor and not more than four deputy Governors to be appointed by 

the central Government. 
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ii. Four directors to be nominated by the central 

Government one each from the four Local Boards.  

iii. Ten directors to be nominated by the Central 

Government.  

iv. One Government Officer to be nominated by the 

Central Government. 

The organisation structure of RBI can be depicted with 

the help of following chart. 

 
Figure 1: Chart showing organization of RBI 

Major Function of Reserve Bank of India 

The Reserve Bank of India (RBI) performs several 

important functions to maintain monetary and financial 

stability and support economic development (Majhi, 2026). 

As the central bank of the country, its major functions 

include the following: 

i. Currency Authority: RBI has the authority to 

issue and manage currency notes and maintain an 

adequate supply of currency in the economy. 

ii. Banker to the Government: RBI manages the 

banking transactions of the Central and State 

Governments, including receipts, payments, and 

public debt management. 

iii. Advisor to the Government: RBI provides expert 

advice to the government on monetary, financial, 

banking, and economic matters. 

iv. Banker’s Bank: RBI maintains reserves of 

commercial banks and facilitates inter-bank 

transactions and settlement of payments. 

v. Lender of Last Resort: RBI provides emergency 

financial assistance to banks facing temporary 

liquidity shortages, thereby helping maintain 

confidence in the banking system. 

vi. Supervision of Banks: RBI regulates and 

supervises banks to ensure sound banking 

practices, financial stability, and protection of 

depositors’ interests. 

vii. Controller of Money Supply and Credit: 

Through monetary policy instruments, RBI 

regulates money supply, credit availability, and 

liquidity to maintain price stability and support 

economic growth. 

viii. Foreign Exchange Management: RBI manages 

foreign exchange reserves and regulates foreign 

exchange transactions to promote orderly 

development of the foreign exchange market. 

ix. Monetary Data and Publications: RBI collects, 

analyses, and publishes important monetary, 

banking, and financial data that support policy 

formulation and economic research. 

x. Promotional Functions: RBI promotes the 

development of commercial and cooperative 

banking, agricultural and rural credit, industrial 

finance, and export finance. These activities 

improve access to institutional credit and contribute 

to balanced economic development. 

xi. Financial Development and Inclusion: RBI 

encourages digital payments, financial literacy, and 

wider access to formal financial services, 

particularly for underserved sections of society. 

 

Figure 2: Diagram / Box Labels (RBI Functions) 
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Role of RBI in the Economic Development of India 

The Reserve Bank of India (RBI) plays a vital role in the 

economic development of India by maintaining monetary 

and financial stability. As the central bank of the country, it 

regulates the supply of money and credit through monetary 

policy measures, helping to control inflation and support 

sustainable economic growth. RBI supervises commercial 

banks and financial institutions to ensure the stability and 

efficiency of the banking system. It also promotes financial 

inclusion by encouraging banking services, digital 

payments, and credit facilities for rural and economically 

weaker sections. The RBI manages foreign exchange 

reserves and regulates foreign exchange transactions, 

thereby supporting international trade and maintaining 

stability in the value of the Indian rupee. It also acts as the 

banker to the government and manages government 

borrowing and public debt. During financial difficulties, 

RBI provides liquidity support to banks and helps maintain 

confidence in the financial system. Through these functions, 

RBI contributes significantly to investment, employment, 

financial stability, and overall economic development of 

India (Rani, 2019). 

Various Initiatives Taken by RBI for Economic Growth 

The Reserve Bank of India (RBI) has introduced several 

initiatives to strengthen the financial system, improve access 

to finance, and support sustainable economic growth. Major 

initiatives include: 

i. Financial Inclusion: Promoted banking access and 

basic financial services for underserved and rural 

populations. 

ii. Digital Payments: Encouraged digital payment 

systems such as UPI, NEFT, RTGS, and IMPS to 

improve transaction efficiency. 

iii. Priority Sector Lending: Encouraged banks to 

provide credit to agriculture, MSMEs, weaker 

sections, and other priority sectors. 

iv. MSME Finance: Supported easier and timely 

availability of institutional credit to micro, small, 

and medium enterprises. 

v. Monetary Policy Measures: Used policy rates and 

liquidity measures to maintain price stability while 

supporting economic activity. 

vi. Banking Sector Reforms: Strengthened banking 

regulation, supervision, capital requirements, and 

risk-management practices. 

vii. Rural Credit Development: Supported 

institutional credit facilities for agriculture and 

rural economic activities. 

viii. Financial Literacy: Promoted awareness about 

banking, savings, digital payments, and responsible 

borrowing. 

ix. Export Finance: Facilitated credit and foreign-

exchange arrangements to support international 

trade and exports. 

x. FinTech and Innovation: Encouraged responsible 

financial innovation and technology-based banking 

services. 

REVIEW OF LITERATURE 

(Prameelamargaret, 2020) investigate the RBI's role, 

operations, and contribution to the Indian economy. The 

formation of a central bank in India was recommended by 

the Royal Commission on Indian Currency and Finance, 

which was constituted on August 25, 1925. The Indian 

Central Banking Enquiry Committee, which was established 

in 1931, emphasised this idea. Under the Reserve Bank of 

India Act, 1934, the Reserve of Bank was founded on April 

1, 1935."To regulate the issue of monetary notes and the 

keeping of reserves with a view to securing Bank stability in 

India and generally to operate the currency any credit system 

of the country to its advantage" is the Reserve of India's 

primary goal. The Reserve Bank of India was founded as a 

bank for private shareholders. The Reserve Bank of India's 

central headquarters was first situated in Calcutta before 

moving to Bombay. In January 1938, the Reserve Bank of 

India released its first currency notes in denominations of 

Rs. 5 and Rs. 10. Later that year, post-independence 

denominations of Rs. 100, Rs. 1000, and Rs. 10,000 were 

produced. The Reserve Bank (Transfer of Public 

Ownership) Act, 1948, nationalised the Reserve Bank of 

India in 1949, transferring all of its shares to the Central 

Government. 

(K & K, 2020) In order to attain quicker and more 

inclusive growth, India has recently implemented a number 

of financial inclusion initiatives. In order for the country to 

flourish inclusively, financial inclusion is essential. 

Financial inclusion is the provision of timely, suitable, and 

reasonably priced financial services to low-income and 

underprivileged populations who do not have access to even 

the most basic banking services. Since it enables many rural 

households to fund the expansion of their livelihoods, the 

availability of high-quality financial services in rural regions 

is essential to the economy's growth. The secondary data 

forms the basis of this article. The Reserve Bank of India 

plans to open 600 million new accounts by the year 2020. 

According to the findings of this study, financial inclusion is 

crucial to eradicating poverty in the country. 
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(NIKAM, 2024) illustrates how commercial banks affect 

private banks. RBI was only introduced to the borrower, 

lender, and facilities recovery in a credible manner.One 

India's central bank and regulatory agency in charge of 

overseeing the banking sector in the country is the Reserve 

Bank of India, or RBI. The Ministry of Finance oversees its 

operations.Two The central bank of India, the Reserve Bank 

of India, has been given a multifaceted responsibility. From 

issuing banknotes to preserving monetary stability in the 

country, it carries out crucial monetary tasks. The Reserve 

Bank of India was once owned by private shareholders until 

being nationalised in 1949. The Central Board of Directors, 

which is chosen by the Indian government, oversees its 

operations. The Reserve Bank of India has been crucial to 

the country's monetary stability and economic growth since 

its founding. The purpose of this essay is to investigate the 

RBI's role, operations, and contribution to the Indian 

economy. 

(Madiwalar, 2024) As India's national banking authority, 

the Reserve Bank of India (RBI) is essential to striking a 

balance between economic expansion and financial stability. 

Maintaining banking sector discipline while facilitating the 

flow of credit required for development and innovation is the 

major problem in an economy as diversified and rapidly 

expanding as India's. In order to protect against systemic 

risks, the RBI's framework consists of asset quality 

evaluations, the Prompt Corrective Action (PCA) 

mechanism, capital adequacy standards under Basel III, and 

dynamic provisioning standards. RBI manages liquidity to 

promote economic activity and reduce inflationary pressures 

using tools including the Liquidity Adjustment Facility 

(LAF), Statutory Liquidity Ratio (SLR), and repo 

operations. RBI has taken decisive action to control risk 

while maintaining market confidence, as seen by case 

studies like the settlement of Yes Bank, the IL&FS crisis, 

governance steps against IndusInd Bank, and regulatory 

tightening on NBFCs. Furthermore, its recent emphasis on 

fintech monitoring, climate risk disclosures, and digital 

banking standards demonstrates its flexibility in the face of 

new difficulties. With the addition of stress testing, 

supervision technology (SupTech), and cross-sector 

coordination, RBI's regulatory architecture has become 

more proactive, data-driven, and responsive over time. Its 

goal to provide a banking environment that is not only stable 

but also flexible and growth-supportive is reflected in this 

progress. In line with national development objectives, the 

RBI's capacity to strike a balance between caution and 

adaptability guarantees that the Indian banking sector is 

resilient in times of crisis and responsive during economic 

boom. 

(Manwani, 2022) India's central bank is the Reserve 

Bank of India. The Reserve Bank of India Act 1934, a 

special act of parliament, created it on April 1, 1935. 

Initially, the RBI's headquarters were located in Calcutta. 

But shortly after, in 1937, it was moved permanently to 

Mumbai. Mr. Shaktikanta Das is the Reserve Bank of India's 

governor as of October 2021. He is the 25th Governor of the 

RBI. The country's monetary policy is decided by it. The 

Reserve Bank of India is the most well-known bank in our 

nation as it regulates the country's banking system. It is 

essential to the Indian economy and serves as the country's 

central bank. The Reserve Bank of India is essential to the 

country's economic growth. The RBI performs a wide range 

of duties, including as issuing currency and carrying out 

monetary policy. India's GDP has grown at some of the 

fastest rates in the world. We will research the Reserve Bank 

of India's roles and activities as well as how they affect 

India's economic development. 

(Chandra Sekhar & MURTHY, 2022) Maintaining 

monetary stability—that is, low and steady inflation in 

India—is the RBI's top priority. To preserve price stability 

and a sufficient supply of credit, the RBI employs monetary 

policy. This includes the cash reserve ratio, repo rate, reverse 

repo rate, and Indian central bank rate. In addition to being 

trouble-free, India's banking system should be prepared to 

handle new problems brought on by technology and other 

internal and external factors. Banks are crucial for both 

financial stability and economic prosperity. The banking 

industry is regarded as the foundation of the Indian 

economy. Being one of the top and often crucial service 

industries, the banking industry's work is very important. As 

a gauge of the economy, the banking industry reflects the 

macroeconomic factors. The Indian banking sector is still 

struggling with capital sufficiency, sound risk management 

techniques, and asset quality improvement, even though the 

country's economy has yet to gain momentum. The influence 

of reforms and analysis on the Indian banking sector are the 

main topics of this study. 

(Torija-Zane, 2012) The Reserve Bank of India's 

inflation tolerance has been criticised in recent monetary 

policy literature, while its "gradualism" in addressing 

macroeconomic goals has been praised. The "optimal" 

monetary system and the intended hierarchy of goals 

assigned to central banks are other topics on which scholars 

typically take a stance, yet they are strangely mute on 

important structural issues. This study uses changes in the 
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RBI's balance sheet to demonstrate how, since the 1991 

liberalisation reforms, the central bank has stopped funding 

the growth of the domestic economy and instead focused on 

integrating India's financial system into a broader globalised 

financial market. The question of the costs and risks the 

Indian financial system faces at a time when major 

international currencies suffer from persistent macro 

imbalances is raised by the systematic accumulation of 

foreign exchange reserves, which is the policy response 

adopted to deal with large international capital inflows and 

the condition to succeed that integration. 

Table No. 1: GDP growth rate in India from 2015 – 

2025 

Year GDP Growth Rate 

(%) 

Annual Change 

Rate (%) 

2015 8.50 0.64 

2016 5.24 -3.26 

2017 5.46 0.22 

2018 6.39 0.93 

2019 7.41 1.02 

2020 8.00 0.59 

2021 8.26 0.26 

2022 6.80 -1.46 

2023 6.45 -0.34 

2024 3.74 -2.72 

2025 6.60 10.33 

Source: World Bank 

OBJECTIVE OF THE STUDY 

1. To study the organization and management of RBI.  

2. To study the major function of Reserve Bank of 

India.  

3. To study the role of RBI in the economic 

development of India.  

4. To study the various initiatives taken by RBI for 

economic growth.  

RESEARCH METHODOLOGY 

The present review paper is exploratory in nature and is 

based entirely on secondary data. Relevant information has 

been collected from various reliable sources, including RBI 

publications, government reports, research papers, academic 

journals, books, official websites, and other credible online 

sources. The collected literature focuses on the functions, 

policies, initiatives, and contributions of the Reserve Bank 

of India to the development of the Indian economy. The 

available information has been critically reviewed, 

compared, and synthesized to identify major trends, 

achievements, challenges, and emerging areas related to 

RBI’s role in economic development. 

CONCLUSION 

The Reserve Bank of India has consistently played a 

pivotal role in shaping and sustaining India's economic 

development since its establishment in 1935. Through its 

core functions as currency authority, banker to the 

government, banker's bank, and lender of last resort, RBI has 

maintained monetary stability while fostering a resilient 

banking system. Its regulatory and supervisory mechanisms, 

including capital adequacy norms, liquidity management 

tools, and prompt corrective action frameworks, have 

enabled it to navigate financial crises effectively while 

preserving market confidence. Initiatives in financial 

inclusion, digital payments, priority sector lending, and 

MSME finance have expanded access to formal financial 

services, particularly for underserved and rural populations. 

The GDP growth trends over the past decade further reflect 

RBI's contribution to macroeconomic stability amid 

fluctuating global and domestic conditions. As India's 

economy continues to evolve, RBI's proactive, data-driven, 

and technology-oriented regulatory approach will remain 

essential in balancing growth with financial stability, 

ensuring the banking system stays robust, inclusive, and 

aligned with national development goals. 
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