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Concept and Types of Business Services and Banking
Services

Concept Explanation:

Business services refer to intangible activities that support business operations
but do not produce tangible goods. These services facilitate smooth functioning of
business activities across various sectors.

Key Definitions [ Features:

¢ Management Services: Services related to managing independent business
functions such as asset management, debt management, and stock
management.

¢ Software Services: Integral software support including operating systems,
antivirus, data backup, and software upgrades to ensure security and
efficiency.

e Consulting Services: Expert advice provided to organizations for financial
projects, business expansion, and sector-specific guidance.

¢ Training Services: External agencies provide training in soft skills and
technical knowledge beyond the company’s internal capabilities.

¢ Financial Services: Assistance in taxation, valuation, depreciation, investment
decisions, and stock market activities by financial advisors.

e Marketing Services: Specialized advertising and marketing agencies provide
creative solutions to promote products and services.

Banking Services:

A banking company accepts deposits from the public for lending and investment
purposes, repayable on demand or otherwise, and provides withdrawal facilities



through cheques, drafts, or orders.
Types of Banks:

e Commercial Banks: Governed by the Indian Banking Regulation Act 1949,
these include public sector banks (government-owned) and private sector
banks (privately owned).

e Co-operative Banks: Provide cheap credit to members, governed by State
Co-operative Societies Act.

¢ Specialised Banks: Include foreign exchange banks, industrial banks,
development banks, and export-import banks catering to specific needs.

¢ Central Bank: Regulates and supervises commercial banks; in Indiq, this is the
Reserve Bank of India.

Types of Bank Accounts:

¢ Savings Account: Allows deposits and withdrawals anytime.

e Current Account: Primarily for businessmen, allows frequent transactions.

e Recurring Deposit Account: Fixed monthly deposits for a specified period.

¢ Fixed Deposit Account: Deposit for a fixed term with interest payable on
maturity.

¢ Multiple Option Deposit Account: Combines features of savings and current
accounts.

Types of Banking Services:

e Bank Draft

e Bank Overdraft

e Cash Credit

e E-Banking (Internet banking, mobile banking)

Benefits of E-Banking:

e 24/7 availability

e Convenience of transactions from home or office

¢ Financial discipline and customer satisfaction

e Competitive advantage and reduced branch load for banks

Digital Payment Methods:

e Unified Payment Interface (UPI): Mobile app-based fund transfers (e.g., BHIM,
PhonePe).

e Aadhaar Enabled Payment System (AEPS): Transactions using Aadhaar
number and fingerprint authentication.

e USSD Banking (*99#): Mobile banking without internet or smartphone, limited
to 25000 per day.



e Cards: Credit, debit, and prepaid cards for digital payments.

 E-wallets/Mobile Wallets: Digital wallets for storing and transferring money
electronically.

Advantages of Digital Payments:

e Easy and convenient

Remote payment capability
Tax discounts
Written transaction records

Reduced risk of carrying cash
Drawbacks of Digital Payments:

e Challenging for non-technical users
e Risk of data theft
e Possibility of overspending

Practice Set

e Level 1 - Easy: Define business services and list any three types.

e Level 2 — Moderate: Explain the benefits of e-banking for customers and
banks.

¢ Level 3 — Challenging: Discuss the differences between public sector and
private sector banks with examples.

Answer Key

e Ql: Business services are intangible activities supporting business operations.
Types include management services, software services, consulting services.

¢ Q2: Benefits to customers include 24/7 access, convenience, financial
discipline; benefits to banks include competitive advantage, network
expansion, reduced branch load.

¢ Q3: Public sector banks are government-owned focusing on social objectives
(e.g., SBI), private sector banks are privately owned focusing on profitability
(e.g., HDFC Bank).

Quick Reference

e Business services support business without producing goods.
e Banking involves accepting deposits and lending money.
¢ Digital payments include UPI, AEPS, cards, and e-wallets.

Glossary

e Bank Draft: A payment instrument issued by a bank to pay a specified
amount.



e Overdraft: Facility to withdraw more than the account balance up to a limit.
e UPI: Unified Payment Interface for instant mobile payments.
e E-Banking: Conducting banking transactions electronically.

Insurance

Concept Explanation:

Insurance is a contract where one party (insurer) agrees to compensate another
party (insured) for loss or damage caused by uncertain events, in exchange for a
premium.

Key Definitions [ Features:

¢ Policy: The written contract between insurer and insured.

e Insured: The person whose risk is covered.

¢ Insurer: The company providing insurance coverage.

e Premium: The periodic payment made by the insured to the insurer.

Functions of Insurance:

e Provides certainty of payment

e Protects against probable loss

e Risk sharing among many insured
e Assists in capital formation

Principles of Insurance:

e Utmost Good Faith: Both parties must disclose all material facts.

¢ Insurable Interest: The insured must have a financial interest in the subject
matter.

¢ Indemnity: Compensation restores the insured to the original position before
loss.

e Contribution: Insurers sharing the loss if multiple policies exist.

e Subrogation: Insurer’s right to claim from third parties after compensation.

e Causa Proxima: Compensation only for losses caused by insured perils.

e Mitigation: Duty of insured to minimize loss.

Types of Insurance:

¢ Life Insurance: Covers death or disability; includes whole life, endowment,
joint life, annuity, and children’s endowment policies.

¢ Health Insurance: Covers medical expenses due to illness or injury.

¢ Fire Insurance: Covers loss or damage due to fire and related risks.

e Marine Insurance: Covers loss or damage to ships, cargo, and freight during
transit.



Elements of Life Insurance Policy:

e Valid contract essentials

e Utmost good faith

¢ Insurable interest in life assured
¢ Not a contract of indemnity

Elements of Fire Insurance Policy:

e Insurable interest in subject matter

e Utmost good faith

e Contract of strict indemnity

e Compensation only if fire is proximate cause

Types of Marine Insurance:

e Ship or hull insurance
e Cargo insurance
e Freight insurance

Elements of Marine Insurance:

e Contract of indemnity

e Utmost good faith

¢ Insurable interest at time of loss
¢ Liability only for covered perils

Practice Set

e Level 1 = Easy: Define insurance and list its basic functions.

e Level 2 — Moderate: Explain the principle of indemnity with an example.

¢ Level 3 — Challenging: Differentiate between life insurance and fire insurance
policies.

Answer Key

¢ Ql: Insurance is a contract to compensate loss from uncertain events.
Functions include providing certainty, risk sharing, protection, and capital
formation.

e Q2: Indemnity means insurer compensates the insured to the position before
loss. Example: If insured property worth 21,00,000 is damaged by fire, insurer
pays the loss amount but not more than the actual loss.

¢ Q3: Life insurance covers life risks and is not a contract of indemnity; fire
insurance covers property loss due to fire and is a contract of indemnity.

Quick Reference



¢ Insurance spreads risk among many insured.
¢ Principles ensure fairness and transparency.
¢ Different insurance types cover specific risks.

Glossary

Policy: Insurance contract document.
Premium: Payment for insurance coverage.

Indemnity: Compensation to restore loss.

Utmost Good Faith: Full disclosure by both parties.

Postal Services

Concept Explanation:

Postal services provide communication and delivery facilities across the country,
including mail transmission, parcel delivery, and financial services through post
office savings schemes.

Key Definitions / Features:

¢ Mail Service: Transmission of messages via the postal system.

e Parcel: Delivery of packages or shipping containers.

e Speed Post: Time-bound, fast delivery service with tracking and proof of
delivery.

e Registered Post: Secure mail service with proof of delivery and insurance
options.

e Courier Services: Private sector express and door-to-door delivery services.

Features of Speed Post:

e Faster delivery (2-3 days within India)

e Uniform pricing across India

¢ Delivery confirmation with recipient signature
¢ Online tracking facility

Features of Registered Post:

o Safe delivery with recipient signature

e Extra cover (insurance) available

e Tracking at each handling stage

e Used for important documents like credit cards, property papers

Practice Set

e Level 1 - Easy: Define postal services and list two types.



e Level 2 — Moderate: Explain the features of Speed Post service.
¢ Level 3 — Challenging: Compare Registered Post and Courier services.

Answer Key

e Ql: Postal services include mail and parcel delivery and financial services.
Types: Speed Post, Registered Post.

e Q2: Speed Post offers fast delivery (2-3 days), uniform pricing, delivery
confirmation, and online tracking.

e Q3: Registered Post is a government service with proof of delivery and
insurance; Courier is private, faster, door-to-door, and may offer express
services.

Quick Reference

e Postal services ensure communication and parcel delivery nationwide.
e Speed Post is fast and trackable.
e Registered Post provides secure delivery with proof.

Glossary

e Speed Post: Time-bound postal delivery service.

e Registered Post: Secure mail with delivery proof.

e Courier: Private express delivery service.

e Parcel: Package sent through postal or courier services.



