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C HAPTER 4

Financial Sector Reforms .
An Overview of Financia],
Banking and Capital Sector

Girish Mohan Dubey & Poonam Mishru
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Financial sector is the backbone of any economy and it play,
crucial role in the mobilization and aJJocatlot_l of resources, The
constituents of the financial sector are Banks, Financial Institution,
Instruments and markets which mobilize ﬂ'lf': resources from the
surplus sector and channelize the same to t.he di ffe.rent needy sectors
in the economy. The process of increasing capital accumulation
through institutionalization of savings and investment fosters economic
growth. The main objectives of the financial sector reforms are to
allocate the resources efficiently, increasing the return on investment
and accelerated growth of the real sectors in the economy. The
measures initiated by the Government of India under the reform
process are meant to increase the operational efficiency of each of
the constituent of the financial sector. The discussion of the present
text has been restricted to the role of the development banks in the
era of reforms,

Role of Development Banking

. Traditionally, commercial banks were the main source of finance
during the pre-independence era, After Independence, the Government
of India announced the Industrial Policy in 1948 with a view to build
a sound industrial base and a strong village and small industry sector.
The enactment of the State Financial Corporation Act in 1951 and
the consequent establishment of the different development banks acted
:1;; a positive step to ensure balanced growth of industry throughout

€ country. The development banks supply capital, knowledge and



