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ABSTRACT

India’s banking reforms differ from those in other developing countries in one important respect,
and that is the policy toward public sector banks that dominate the banking system. The
government has announced its intention to reduce its g to 33.33%, but this is to be

will therefore depend on the ability to increase the i ic sector banks. Skeptics
doubt whether government control can be i ommercial banking
because bank managers are bound to res § 1t th er advancement

depends upon the government. Even y in credit
decisions, government ownership mea s are held to standards of
accountability akin to civil servants, w ance with rules and
procedures and therefore discourage innova atory control is also
difficult to exercise. The S anks cannot be shut down
means that public sector banks italized rather than weeded
out. This obviously weakens sciplinc, si t banks are not able to expand

market share. 1s at least necessary to consider

a public sector framework, these include
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