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Better financial savings
and inclusion along with
banking reforms need
to figure high on the
government's to-do list
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Development of pension funds: Currently, total retire- thisgual Il “IPmnpul ity of illhave
ment assets in the US are close to $23 trillion, or almost 1.5 tocom ) given thy fthe Indian
timesits annualemnomlcontpul Murem'er.&:p('rccntof d; plagued with rising NPA

that the ratios. i
S g nrbothm bsidi inth foreign
May2013.1 our fund currency: itsl: FDIand
mostly cover the organised sector, whicl h isasmall pan uf Fllstothe mf‘msl‘ructurunduslr\
urworki . Clearly, th i ryshouldbe Banking reforms: Like other developing economies,
developed. ituniqueisthatit Y .u.qs Indiatooisabank d financial s¢ with rough
durati d s, thus, well positioned d i almost 60 per

India’s long-term infrastructure needs.
Financial inclusion: Unfor-
tunately, while higher financial
literacy and inclusion have been
explicit policy goals, theresults
have been less than satisfactory.
According to the World Bank
Findex Survey (2012), only 35 per
centof Indianadultshadaccessto
aformal bank account and 8 per
centborrowed from the banking
system over the year. Only 2 per
centused an account to receive
money from a family member
living in anotherarea and 4 per
cent used an account to receive
payment from the government.
Anewlookand thrusttothisarea
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cent of total assets in the financial system. But, now, how
should the Indian banking sec-
tor evolve to meet our financial
inclusion goals, while ensuring
adequate funding for our growth
needs? Theanswerliesinbanking
reformand openinguptoinnova-
tive business models with access
to distinctly new pools of capital.
Bank consolidation needs to be
U pushed through, with the option

of selling some of the PSU banks
to private players.

A supporting legal frame-
work for the financial sector:
There are two important focus
areasfor this. Theinstitution ofa
resolution mechanism for failing
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iscritical. firms and our regulatory archi-
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and improve financial inclusion. stmbunon of ﬁnancml sull dnntha\uegulazonv n\(hlght Some of the Justice
products has become a tough business. It financial legislative

dlstnhulors earn a decent return on their en‘on but lhc\

reforms may be considered.
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h ially corp ficient and d ﬁnancml infrastructure leads to

Avibrant bond mark h i d hbyimproving yof

funds flow towards prod nd market llocation and f funds. As RBI governor Ra-

ghuram Rajan once mentioned, “India’s financial system

forces exert competitive pressures on lending. While India
b 1d i Leet itshe ssstill

hold thekeys, ifnot THE key, to the country’s future

relatively loped and gover LA  growthtrajectory”
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