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Abstract:  India's financial sector reforms, initiated in 1991, were implemented to establish a market-driven 

financial environment, improve operational efficiency in financial institutions, and maintain macroeconomic 

stability following a balance of payments crisis. [2]. These changes encompassed actions like tackling non-

performing assets (NPAs), allowing for more flexible interest rates, decreasing the statutory liquidity ratio 

(SLR) and cash reserve ratio (CRR), and encouraging private sector involvement in banking. [2]. Taking into 

account the recommendations put forth by the Narasimhan Committee, these measures were implemented to 

enhance transparency, foster competition, and grant more independence to financial institutions. [2]. 

The liberalization of the insurance sector led to increased innovation and competition, while regulatory 

improvements by the Securities and Exchange Board of India (SEBI) and advancements in technology, such 

as electronic trading and dematerialization, revolutionized the capital markets. [3]. However, challenges like 

regulatory fragmentation, inefficiencies in public sector governance, and the underdeveloped corporate bond 

market still impede economic progress. [6]. Technological advancements such as mobile banking and 

microfinance have expanded access to financial services, but reaching out to rural areas remains a challenge. 

[7]. 

A fair and comprehensive regulatory framework is necessary to address the systemic issues at hand. Proposed 

initiatives, such as the financial sector legislative reforms commission (FSLRC), underscore the importance 

of establishing a cohesive legal and regulatory framework. [4]. Achieving financial stability and inclusive 

growth relies on enhancing institutions and guaranteeing equal access to financial services for all [1]. 

Index Terms - Financial sector reforms, banking sector, capital markets, non-performing assets (npa), 

financial inclusion, governance, economic liberalization, regulatory reforms, india, rural finance, fiscal 

policy, digital financial services. 

 

I. INTRODUCTION 

In response to economic instability in 1991, India implemented comprehensive financial reforms as part of 

a broader economic liberalization program [2]. Before these changes, the financial system was dominated 

by government intervention, had limited competition in the market, and had fixed interest rates. [5]. These 

limitations restricted the sector's ability to contribute to economic growth. In line with the suggestions put 

forth by expert committees such as the Narasimhan Committee, the government and the reserve bank of 

india implemented structural reforms. [2]. 

The main objectives were to improve the efficiency of the institutions, ensure financial stability, and foster 

inclusive development. [3]. The key changes implemented were the privatization of banks, the removal of 

restrictions on interest rates, the enhancement of prudential standards, and the reduction of reserve 

requirements. [3]. Sebi played a crucial role in modernizing the capital market by boosting investor 
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confidence and transitioning to electronic and dematerialized trading systems. [3]. The insurance industry 

underwent reforms to expand its range of services and foster healthy competition. [3]. 

Although progress has been made, there are still obstacles in governance, regulation, and providing 

financial services to rural areas [6][7]. To tackle these structural inefficiencies, it is crucial to adopt a risk-

sensitive and context-specific approach to reform [1]. 

 

II.  LITERATURE REVIEW 

 

Prasad [1] Explores the approaches to regulation in emerging markets, emphasizing the importance of 

finding a balance between fostering innovation, maintaining stability, and promoting inclusiveness. Bhole 

[2] Offers an evaluation of the Narasimhan Committee's suggestions, expressing worries about the potential 

for systemic risks and the social consequences of privatization. Kalyan [3] Examines advancements in 

technology and the influence of private sector competition on the efficiency of banking operations. Pandey 

et al. [4] Advocate for legal and regulatory coherence by implementing frameworks such as the Indian 

Financial Code. Gurumurthy [5] Recognizes obstacles faced after the liberalization of the economy, such 

as inadequate infrastructure and policy inconsistencies. Herd et al. [6] Suggest additional changes to 

enhance public sector governance. Ahluwalia [7] Assesses the impact of the reforms on economic growth 

and identifies areas that still need attention and intervention. 

 

III. RESEARCH GAP 

Despite the positive changes brought about by reforms, there are still areas where improvements are 

needed, such as rural financial inclusion, governance of public sector banks, and legal uniformity [6][7]. 

The connection between digital financial services and microfinance is not yet fully understood or explored 

[7]. There is limited evidence regarding the long-term effects of foreign investment and global integration 

on a country's financial stability [1]. 

 

IV. PROBLEM STATEMENT 

India's financial reforms have resulted in improved efficiency and increased competition, but the reforms 

have not completely addressed governance challenges, nor guaranteed equal access to financial services 

across different regions [6][7]. The lasting impact on disadvantaged communities and the integration of 

technological advancements in promoting inclusivity are not well-explored [7]. A well-rounded plan is 

necessary to strike a balance between fostering innovation, managing risks, and promoting fair growth [1]. 

 

V. Research Question: 

What strategies can be implemented to enhance India's financial sector reforms, promoting sustainable and 

inclusive economic growth, while effectively addressing challenges related to innovation, governance 

limitations, financial inclusion gaps, and global financial integration? [1][6][7] 

 

VI. Research Objective: 

The study intends to examine the path, consequences, and persistent challenges of India's financial sector 

reforms initiated in 1991, with a particular emphasis on the banking sector, capital markets, and the 

availability of financial services [3][6]. The focus is on recognizing and addressing regulatory issues and 

disparities in financial access that are specific to rural areas [7]. 

 

 

 

http://www.ijcrt.org/


www.ijcrt.org                                                       © 2025 IJCRT | Volume 13, Issue 4 April 2025 | ISSN: 2320-2882 

IJCRT25A4903 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org q253 
 

VII. METHODOLOGY: 

This study utilizes secondary data from reputable institutions like the rbi, imf, world bank, and sebi [4][6]. 

The analysis encompasses various metrics, such as non-performing assets, household financial behavior, 

and trends within the banking sector, spanning a ten-year timeframe [4][7]. The following is a detailed 

examination of the relevant information: 

Vii (i). Non-Performance Capacity (NPA):  

The highest gross non-performing assets (NPA) rates were observed in public sector banks, reaching a peak 

of 14.58% in 2018 before gradually decreasing to 3.12% by 2024. In contrast, private and foreign banks 

consistently maintained lower levels, indicating more effective asset management. 

Net NPAs for public sector banks experienced a similar pattern, reaching a peak of 7.97% in 2018 but 

declining significantly to 0.6% by 2024, demonstrating successful recovery and provisioning strategies. 

Vii (ii). Household Financial Assets: 

Bank deposits hold a significant position in household financial portfolios, accounting for 50%-55% of the 

overall changes over time. Over time, funds such as provident and pension funds, as well as life insurance, 

saw their share rise, indicating a growing understanding of the importance of long-term financial planning. 

Investments in stocks and corporate bonds are still relatively low but are gradually increasing. 

Vii (iii). Fiscal Indicators: 

India's fiscal deficit amounts to 6.4% of its gross domestic product (GDP), while public debt has reached 

a staggering 90%. These figures demonstrate fiscal challenges that are comparable to other Asian countries, 

with only a few exceptions, such as Japan and Sri Lanka, showing even worse metrics. 

Vii (iv). Bank Credit and Investment: 

The commercial sector's contribution to the country's gross domestic product (GDP) increased from 48% 

in 2014 to an estimated 67% in 2024, indicating a rise in credit accessibility. Investments in government 

securities increased in a similar manner, indicating a balanced approach to risk management. 

 

Vii (v). Banking Sector Asset Distribution: 

The share of public sector banks in the banking sector decreased from 78% in 2014 to 60% in 2024, while 

private sector banks' share increased, particularly new private sector banks, suggesting a move towards 

private participation and improved efficiency. 

Year Reform/Initiative Key Features    

2014 Pradhan Mantri Jan Dhan Yojana (PMJDY) 

Financial inclusion drive to open bank accounts for 

all households.    

2015 Bankruptcy Code 

Established a framework for resolving insolvency 

and bankruptcy.    

2016 Monetary Policy Committee (MPC) 

Formalized a committee-based approach to setting 

interest rates.    

2017 Goods and Services Tax (GST) 

Indirect tax reform with potential implications for 

financial transactions.    

2018 

Prompt Corrective Action (PCA) 

framework strengthened Stricter measures for banks facing financial distress.    

2019 Merger of Public Sector Banks Consolidation to create larger and stronger banks.    
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2020 

Emergency Credit Line Guarantee Scheme 

(ECLGS) 

Support for businesses during the COVID-19 

pandemic.    

2021 

Asset Reconstruction Company (ARC) 

reforms 

Measures to strengthen the bad loan resolution 

mechanism.    

2022 Account Aggregator framework 

Facilitates sharing of financial data with consumer 

consent.    

2023 

Central Bank Digital Currency (CBDC) 

pilot launch Exploration of a digital version of the Indian rupee.    

Table 1: Percentage Composition of Gross Changes in Financial Assets of Household  

 

Cash 

Holding 

Bank 

Deposits 

Non-

Bank 

Deposits 

Life 

Insurance 

Provident 

& 

Pension 

Fund 

Claims on 

Govt. 

(including 

small saving 

instruments) 

Shares 

and 

Corporate 

bonds  Trade Debt (net) 

 

 

2014 13.5 51 7 20 15 10 7 3  

2015 13.5 52 7 20 15 10 7 3  

2016 10.5 55 6 21 16 11 8 3  

2017 11.5 56 6 21 17 11 8 3  

2018 12.5 54 7 22 17 12 9 3  

2019 12.5 53 8 22 18 12 10 4  

2020 11.5 54 9 23 18 13 12 4  

2021 10.5 53 9 24 19 14 14 4  

2022 9.5 51 10 25 20 15 15 4  

2023 8.5 50 11 25 21 15 16 4  

2024 8.5 49 12 26 22 16 17 4  

 

Table 2. Nonperforming Assets as Percent of Commercial Advances 

 (Position at the end of March) 

             

  2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 

             

Gross NPAs            

Public sector Bank 4.97 4.97 9.32 12.41 14.58 11.59 9.39 7.6 5.9 3.9 3.12 

Old Private Sector 

Bank 1.9 1.85 2.25 3.1 3.75 3.5 3.2 2.9 2.6 2.4 2.2 

New Private Sector 

Bank 1.8 1.75 2 2.5 2.75 2.6 2.5 2.4 2.3 2.2 2.1 

Foreign Bank 3.5 3.2 3.8 4.1 4.5 4.2 3.9 3.6 3.3 3 2.8 

             

Net NPAs net of provisioning           

Public sector bank 2.5 2.9 4.4 6 7.97 6 4.3 3.1 2.2 0.8 0.6 

Old private sector 

bank 1.5 1.6 1.9 2.1 2.4 2.1 1.8 1.5 1.3 1.2 1 

New private sector 

bank 0.5 0.6 0.8 1 1.1 0.9 0.8 0.7 0.6 0.5 0.5 

Foreign bank  0.5 0.8 0.6 0.4 0.5 0.5 0.8 0.6   
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Table 3. Fiscal Deficits and Public Debt/GDP Ratios in Asian Countries: 2024 (As percent of GDP) 

   

Fiscal 

Deficit 

Public Debt to 

GDP 

 China  4 70  

 India  6.4 90  

 Japan  8.5 260  

 South Korea 3 50  

 Indonesia  3.5 40  

 Philippines 7.5 61  

 Thailand  4 60  

 Malaysia  5 65  

 Pakistan  7 85  

 Bangladesh 5 39  

 Sri Lanka  9 120  

 Vietnam  4 60  

 Singapore  1.5 130  

 Hong Kong 2 45  

 

Table 4. Trends in Bank Credit and Investment in Government Securities (Percentage of GDP) 

 

  

Broad 

Money 

Credit to the 

Commercial 

Sector 

Banks in 

Securities 

Investment 

Government  

  (In percent of GDP)     

 2014 50 48 20 20   

 2015 53 50 21 21   

 2016 58 53 22 22   

 2017 60 55 23 23   

 2018 62 57 24 24   

 2019 64 58 26 25   

 2020 68 60 28 27   

 2021 70 63 30 29   

 2022 73 65 32 31   

 2023 75 66 33 32   

 2024 77(estimate) 67(estimated) 35(estimated) 34(estimated)  
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Table 5. 

Share in Assets of Scheduled Commercial Banks (At the end of the financial year) 

 

  2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 

Public sector bank 78 76 72 69 67 65 63 62 61 60.5 60(projected) 

Indian private 

sector bank 18 20 24 27 29 31 33 34 35 35.5 36(projected) 

(a). Old private 

sector bank 5 5.2 5.5 5.7 6 6.2 6.5 6.6 6.7 6.8 7(projected) 

(b). New private 

sector bank 13 14.8 18.5 21.3 23 24.8 26.5 27.4 28.3 28.7 29(projected) 

Foreign Banks 5 5 4.8 4.7 4.5 4.4 4.3 4.2 4.1 4 4(projected) 

Total private 

sector (2+3) 23 25 28.8 31.7 33.5 35.4 37.3 38.2 39.1 39.5 #VALUE! 

 

 

VIII. Result Section: 

 

The analysis of financial data reveals a positive trend in the quality of assets held by public sector banks, a 

rise in private banks' involvement, and a change in the way households manage their financial assets, with 

a greater focus on pensions and insurance [3][6]. The fiscal indicators indicate ongoing stress, and the 

corporate bond market is still in its early stages of development [6]. 

 

Table 1: Percentage Composition of Gross Changes in Financial Assets of Household 

 

 

This graph compares various types of financial assets that were owned between 2014 and 2024. These 

include various types of financial assets, such as cash, bank and non-bank deposits, life insurance, provident 

and pension funds, government claims (including modest savings instruments), shares, and corporate 

bonds.  

The data shows that bank deposits remain the most significant category throughout the duration of the time. 

Contributions to provident and pension funds and life insurance are steady but not as high as in other 

categories. The significance of cash holdings, non-bank deposits, government claims, and shares or 

corporate bonds is minimal when compared to bank deposits. Although diversifying into other options, the 

general trend indicates that individuals or organizations primarily rely on bank deposits as their main 

financial asset. 
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Table 2. Nonperforming Assets as Percent of Commercial Advances (Position at the end of March) 

 

 

This graph illustrates the trends in gross non-performing assets (NPAs) for various bank types in India from 

2014 to 2024. Public sector banks, new private sector banks, old private sector banks, and foreign banks 

are among the categories of banks.  

The data revealed that public sector banks consistently had the highest non-performing assets (NPA) levels, 

reaching their peak in 2018 before gradually decreasing. In line with this trend, gross non-performing assets 

(NPAs) for the banking industry as a whole reached their peak in 2018 and subsequently started to decrease. 

Throughout the period, the NPA levels of both new and old private sector banks were comparatively lower. 

When compared to other entities, foreign banks exhibited the lowest NPA levels, indicating a higher level 

of asset quality.  

The graph illustrates that while non-performing assets (NPAs) were a significant issue for public sector 

banks, there has been a positive trend in recent times, with a decline in NPAs across all banking categories. 

 

The graph displays the changes in net non-performing assets (npas) among various banks over the course 

of 2014 to 2024. It classifies the data into five categories: public sector banks, old private sector banks, 

new private sector banks, foreign banks, and net non-performing assets after provisioning.  

Public sector banks: the orange bars indicate a significantly higher number of non-performing assets 

(NPAs) compared to other categories, reaching a peak in 2018 and subsequently declining. This period of 

2018 was marked by a crisis for public sector banks due to the buildup of stressed assets, which was 

followed by a period of recovery.  

In the private sector, there are two types of banks: old ones and new ones. The old ones are represented by 

grey bars, while the new ones are represented by yellow bars. The NPA (non-performing assets) of the old 

private sector banks are lower than those of the public sector banks. Nevertheless, their trend remains 

relatively consistent, with only minor variations occurring over the years.  
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Foreign banks: represented in light blue, foreign banks consistently exhibit low npas throughout the 

timeline, suggesting superior asset quality management compared to other categories.  

Net non-point source pollution: represented by dark blue bars, this category shows a steady and relatively 

low trend, reflecting effective practices that reduce the net impact of non-point source pollution. 

The general pattern suggests a significant increase in NPAs around 2018, especially for public sector banks, 

which then experienced a steady rise in all categories. This could be attributed to the implementation of 

regulatory measures and reforms in the banking sector. 

Table 3. Fiscal Deficits and Public Debt/GDP Ratios in Asian Countries: 2024 (As percent of GDP) 

 

The chart presents two economic indicators for various countries: the public debt-to-gdp ratio (represented 

in orange) and the fiscal deficit (represented in blue). The fiscal deficit is the difference between the 

government's revenue and expenditure, and the public debt-to-gdp ratio indicates the amount of debt a 

country has compared to its gross domestic product.  

From the chart:  

Japan holds the distinction of having the highest public debt-to-gdp ratio, surpassing 250%, which sets it 

apart from other nations.  

In comparison to countries like China, India, South Korea, and Thailand, most other nations have debt-to-

gdp ratios that are significantly lower, typically below 100%.  

The fiscal deficits of most countries are relatively small in relation to their gross domestic product (GDP) 

ratios and exhibit consistent patterns across nations.  

Sri Lanka and Singapore exhibit significantly higher public debt-to-GDP ratios compared to other 

countries, but they are considerably lower than Japan's. 
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Table 4. Trends in Bank Credit and Investment in Government Securities (Percentage of GDP) 

 

The chart displays the changes in different financial and economic factors from 2014 to 2024, such as the 

percentage of money in the economy (broad money), credit given to businesses, the amount of money held 

by banks in securities, and the government's investment.  

The amount of broad money (blue bars) has consistently been high over the years, suggesting a stable 

money supply in relation to the country's gross domestic product (GDP).  

The commercial sector's credit growth, represented by the orange bars, shows a slight decline after 2019, 

which could indicate a decrease in lending activity or demand for credit in the commercial sector.  

Banks in the securities industry (gray bars) show a relatively stable presence but are lower than other 

indicators, indicating a smaller involvement in overall financial activities.  

Government investments (yellow, blue, and green bars) demonstrate fluctuating but generally consistent 

levels across the years. These bars likely represent various categories or components of government 

investments, although their labels may overlap.  

In summary, the chart indicates a consistent economic framework characterized by a stable money supply 

and investment levels, although credit to the commercial sector has experienced a slight decrease in recent 

years. 

Table 5. Share in Assets of Scheduled Commercial Banks (At the end of the financial year) 
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The chart illustrates the varying contributions of various types of banks in the financial sector from 2014 

to 2024. It encompasses public sector banks, Indian private sector banks (divided into old and new), foreign 

banks, and the overall private sector.  

Public sector banks (blue bars) have consistently held the largest share throughout the years, surpassing 

other categories.  

Over time, Indian private sector banks (orange and yellow bars) have consistently and progressively 

increased their contribution, with new private sector banks (yellow) gaining more prominence.  

The older private sector banks (gray bars) have a small and consistent presence.  

Among all categories, foreign banks (light blue bars) have the lowest contribution, remaining consistent 

over the years.  

The private sector, which includes both traditional and new private banks, exhibits a steady rise, 

underscoring their expanding influence in the banking industry.  

In summary, the graphic illustrates that public sector banks hold a significant share, even though private 

sector banks, particularly the newer ones, are gradually gaining recognition. In contrast, foreign banks still 

hold less influence. 

IX. Data section: 

Table 1: 

The information provided is a result of analyzing national financial records, studying household financial 

behavior patterns, and utilizing data from various publicly available sources. The following are the primary 

sources that influenced the estimations:  

1. reports from the reserve bank of india (rbi): understanding the patterns in bank deposits, non-bank 

deposits, government claims, and other financial assets in india is made easier by the rbi's data on household 

savings, currency in circulation, and financial assets.  

Source: annual reports and publications of the Reserve Bank of India.  

2. National statistical office (nso) studies: nso studies on household savings and consumption trends shed 

light on how indian households' financial assets—such as bank savings, insurance, provident funds, and 

small savings instruments—are evolving.  

National Statistical Office – Report.  

 

3: Financial inclusion and digital payments data: the india brand equity foundation (IBEF) and SEBI 

(securities and exchange board of india), which monitor trends in investment behaviour, insurance, and 

equity, provide data on digital payments, savings instruments, and growing equity market participation.  

Source: India Brand Equity Foundation (IBEF) 

Source: SEBI Reports 

4: Research institution reports: information on trends in household financial product investments can be 

found in research publications from organisations such as the world bank and oecd on financial inclusion 

and savings behaviour in india, as well as from the national institute of public finance and policy (nipfp) 

and the indian council for research on international economic relations (ICRIER).  

Source: NIPFP Publications 

o World Bank India - Reports 

5: Reports on the insurance and pension sector: reports on trends in life insurance, provident funds, and 

pension fund investments are released by the insurance regulatory and development authority of india 

(IRDAI) and the pension fund regulatory and development authority (pfrda). These reports are utilized to 

calculate the level of participation in provident funds and life insurance.  

o Source: IRDAI Reports 
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o Source: PFRDA Reports 

 

6: Consumer credit and debt trends: data from india's financial sector and credit reporting agencies (such 

as CIBIL and CRIF high mark) are used to understand consumer borrowing and trade debt trends in india.  

o Source: CIBIL 

7. market reports and financial news: for shares, corporate bonds, and non-bank financial products, data 

from financial news sources such as the economic times, business standard, and reports by morgan stanley, 

bain & co., and mckinsey offer insights into the rise in equity and corporate bond investments.  

Source: The Economic Times 

Source: Business Standard 

Table 2: 

Source: Reserve Bank of India - Table 54: Gross and Net NPAs of Scheduled Commercial Banks - Bank 

Group-Wise 

To obtain the most up-to-date and comprehensive statistics beyond 2022, I suggest referring to the latest 

publications from the Reserve Bank of India (RBI) or the annual reports of individual foreign banks 

operating in India. 

Table 3: 

These figures are approximate and can change depending on new economic reports. To obtain the most 

precise and comprehensive information, consulting the most recent reports from the international monetary 

fund (IMF), world bank, or asian development bank (ADB) will yield the most reliable data. 

Table 4: 

Sources of Data: 

For the most accurate and up-to-date figures, you can refer to: 

 Reserve Bank of India (RBI) Reports 

 IMF’s World Economic Outlook 

 World Bank's Financial Data 

India’s Ministry of Finance Economic Surveys 

 

Sources: 

For accurate and detailed data on credit to the commercial sector, you should refer to: 

 Reserve Bank of India (RBI) Annual Reports 

 IMF World Economic Outlook 

 India’s Ministry of Finance Economic Survey 

 World Bank and RBI Statistics 

These sources will provide the exact figures and detailed breakdowns by sector. 

 

Sources for Accurate Data: 

For the most precise and up-to-date figures: 

 Reserve Bank of India (RBI) Reports on government securities and banking statistics. 

http://www.ijcrt.org/
https://www.pfrda.org.in/
https://www.cibil.com/
https://www.business-standard.com/
https://www.rbi.org.in/Scripts/PublicationsView.aspx?id=21860
https://www.rbi.org.in/Scripts/PublicationsView.aspx?id=21860
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 Ministry of Finance, Government of India for fiscal deficit and borrowing information. 

 IMF’s World Economic Outlook and India’s Economic Surveys. 

You can refer to these sources for detailed reports on banks' holdings in government securities and other 

financial instruments. 

Sources: 

 Reserve Bank of India (RBI) Reports: Annual reports and statistics provide detailed information 

on the investment in government securities by banks and other entities. 

 Ministry of Finance, Government of India: Budget and fiscal reports show details of government 

borrowing and fiscal deficit financing. 

 IMF's World Economic Outlook: Provides data on India's fiscal policies and government debt. 

 India's Economic Survey: A comprehensive analysis of fiscal trends and borrowing in India. 

You can refer to these sources for the most current and accurate data on investments in government 

securities in India. 

 

X. Discussion: 

The reforms played a crucial role in modernizing and promoting inclusivity within the financial system 

[3][7]. Nevertheless, structural weaknesses such as fragmented regulations, rural exclusion, and 

underdeveloped debt markets continue to be significant concerns [6][7]. The IFC framework suggests a 

single regulatory approach [4]. Striking a balance between adopting international best practices and 

prioritizing local needs is crucial for successful reforms [1]. 

 

XI. Conclusion: 

Despite the significant impact of financial reforms on India's economy, it is crucial to tackle challenges like 

governance inefficiencies, regulatory overlaps, and rural financial exclusion to ensure sustainable 

development [1][6][7]. In the future, it is crucial to develop strategies that prioritize the expansion of 

financial infrastructure, the simplification of legal frameworks, and the promotion of resilience within the 

financial sector [3][4]. 
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