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ABSTRACT 
 The post-1991 economic reforms in India ushered in a new era 
for the country’s financial sector, particularly for commercial banks. 
These reforms, driven by the recommendations of the Narasimham 
Committees and aligned with global regulatory standards such as the 
Basel Accords, sought to modernize Indian banking by enhancing 
operational efficiency, strengthening capital adequacy, and ensuring 
sound asset management. This study investigates the extent to which 
these reforms have impacted the core functioning of Indian 
commercial banks in terms of their efficiency, financial resilience, and 
risk diversification. Through a comprehensive analysis of both public 
and private sector banks using secondary data from RBI reports, financial statements, and performance 
metrics, the study identifies key trends and disparities in operational performance, capital structure, and 
asset composition. The findings suggest that while private banks have generally outperformed their public 
counterparts in efficiency and capital strength, public sector banks have played a significant role in 
financial inclusion and credit expansion. However, persistent issues such as high levels of non-performing 
assets (NPAs), dependence on government recapitalization, and operational rigidities continue to 
challenge the sector. 
 The study concludes that the banking reforms have yielded measurable improvements but have not 
fully resolved systemic inefficiencies. It emphasizes the need for continuous structural reforms, enhanced 
corporate governance, and adoption of technology-driven banking models to build a more resilient and 
inclusive banking system in India. 
 
KEYWORDS: Banking Reforms , Indian Commercial Banks , Operational Efficiency , Capital Adequacy , 
Asset Structure , Non-Performing Assets (NPAs) , Public Sector Banks , Private Sector Banks. 
 
INTRODUCTION 

The Indian banking sector has undergone a profound transformation since the initiation of 
economic liberalization in 1991. Prior to the reforms, the banking system was predominantly 
characterized by public ownership, interest rate controls, directed credit programs, and weak 
regulatory oversight. These features resulted in inefficiencies, low profitability, and mounting non-
performing assets (NPAs), posing systemic risks to the financial system. Recognizing the need for a 
robust and competitive banking framework, the Government of India, guided by the recommendations 
of the Narasimham Committees (1991 and 1998), initiated a series of structural reforms aimed at 
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improving operational efficiency, strengthening the capital base, and promoting prudent asset 
management. These reforms were further reinforced by the adoption of Basel regulatory frameworks, 
the introduction of new private sector banks, liberalization of interest rates, technological 
modernization, and enhanced regulatory supervision by the Reserve Bank of India (RBI). 
 In the post-reform era, commercial banks in India—both public and private—have had to adapt 
to a rapidly evolving financial landscape marked by increased competition, tighter capital adequacy 
norms, and growing expectations for customer service and digital innovation. Operational efficiency, 
defined by factors such as cost-to-income ratios, return on assets (ROA), and return on equity (ROE), 
has become a critical determinant of bank performance. Similarly, capital strength, measured through 
indicators like the Capital to Risk-weighted Assets Ratio (CRAR), reflects a bank’s ability to absorb 
financial shocks. Meanwhile, the composition of assets, including the proportion of advances, 
investments, and NPAs, reflects the bank’s risk exposure and strategic orientation. This study aims to 
examine the impact of post-reform banking policies on the operational dynamics of Indian commercial 
banks, with a particular focus on three dimensions: operational efficiency, capital adequacy, and asset 
structure. It analyzes how banks have responded to reform-era challenges and opportunities, and 
whether the intended goals of financial soundness and stability have been effectively realized. By 
comparing public and private sector performance trends using quantitative data from RBI reports, 
financial statements, and academic analyses, the study offers critical insights into policy effectiveness, 
sectoral resilience, and institutional disparities within India’s banking ecosystem. It also explores the 
ongoing challenges facing the sector, including digital disruption, rising credit risk, and the need for 
stronger governance mechanisms. 
 
Aims 

The primary aim of this study is to critically evaluate the impact of post-1991 banking reforms 
on the operational efficiency, capital strength, and asset structure of Indian commercial banks, with a 
comparative focus on public and private sector institutions. 

 
Objectives 
1. To examine the changes in operational efficiency of Indian commercial banks in the post-reform era, 

using key performance indicators such as ROA, ROE, and cost-to-income ratios. 
2. To analyze the evolution of capital adequacy levels among Indian commercial banks, particularly in 

light of Basel I, II, and III implementation. 
3. To evaluate the shifts in asset composition, including the proportion of advances, investments, and 

non-performing assets, as indicators of risk and portfolio management. 
4. To compare the performance and structural adaptation of public sector and private sector banks in 

response to reform initiatives. 
5. To assess the role of regulatory and policy reforms in enhancing the financial stability and resilience 

of the Indian banking system. 
 
REVIEW OF LITERATURE 

The transformation of Indian commercial banks in the post-reform era has been a widely 
studied area in academic and policy circles. Literature in this domain spans across three interrelated 
dimensions: operational efficiency, capital adequacy, and asset composition. These aspects are critical 
indicators of banking performance, resilience, and financial stability. 

 
1. Operational Efficiency 
 Several scholars have explored how liberalization and deregulation have influenced banking 

efficiency. 
 Bhattacharyya, A., Lovell, C.A.K., & Sahay, P. (1997) used Data Envelopment Analysis (DEA) to assess 

the technical efficiency of Indian banks and found that public sector banks lagged behind their 
private counterparts due to bureaucratic constraints. 
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 Das, A., Nag, A., & Ray, S.C. (2005) examined productivity and efficiency trends in Indian banking 
and emphasized the positive impact of technological modernization post-2000. 
 

2. Capital Strength and Adequacy 
 Capital adequacy has become a cornerstone of banking reforms, especially with the adoption of 

Basel norms. 
 Rakesh Mohan (2006) highlighted the strengthening of the capital base in Indian banks through 

Basel I and II implementation, though he noted the uneven progress across bank categories. 
 Ghosh (2010) studied the impact of risk-weighted capital norms on bank behavior and concluded 

that while private banks adapted more quickly, public sector banks often relied on government 
recapitalization. 
 

3. Asset Composition and NPAs 
 Asset quality remains a persistent concern in the banking literature. 
 Kumbhakar and Sarkar (2003) showed that while credit growth increased after reforms, so did the 

risk of asset quality deterioration, especially in public sector banks. 
 Bad loans and NPAs have been examined by Rajeev and Mahesh (2010), who analyzed how lending 

practices, credit appraisal standards, and sectoral exposure contributed to the NPA crisis in the 
mid-2010s. 
 

RESERACH METHOLOGY 
 The study is based on secondary data collected from authoritative sources such as the Reserve 
Bank of India (RBI), including its publications like the Report on Trend and Progress of Banking in 
India, Financial Stability Reports, and data from the Database on Indian Economy (DBIE). Additional 
data is sourced from annual reports of selected public and private sector banks, the Indian Banks' 
Association (IBA), CMIE Prowess database, and relevant international reports from institutions like the 
World Bank and IMF. The sample consists of major Indian commercial banks, including both public and 
private sector institutions, selected purposively to ensure representativeness. The period of study 
extends from 1991, marking the beginning of the economic reforms, to the most recent available year. 
Quantitative techniques such as ratio analysis are employed to evaluate key performance indicators 
related to operational efficiency, capital adequacy, and asset composition. Descriptive statistics are used 
to summarize the data, and trend analysis is conducted to observe structural changes over time. 
Comparative analysis is undertaken to examine the performance differentials between public and 
private sector banks. The research is analytical in nature and adopts a longitudinal framework to assess 
the sustained impact of reforms over the selected time frame. 
 
STATEMENT OF THE PROBLEM 
 In the wake of the 1991 economic reforms, the Indian banking sector underwent significant 
structural changes aimed at enhancing efficiency, strengthening capital frameworks, and improving 
asset quality. These reforms introduced prudential norms, deregulated interest rates, promoted 
competition, and encouraged technological modernization. While the overall financial system has 
become more robust, disparities in performance persist between public and private sector banks, 
particularly in areas such as operational efficiency, capital adequacy, and asset composition. Public 
sector banks continue to grapple with issues like low profitability, high non-performing assets, and 
limited capital buffers, whereas many private sector banks have shown stronger adaptability and 
financial discipline. Moreover, the increasing complexity of global financial standards and economic 
uncertainties has placed additional pressure on Indian banks to maintain sound capital structures and 
efficient asset allocation. Despite the extensive reforms, there is limited comprehensive analysis 
integrating all three dimensions—efficiency, capital strength, and asset structure—in a post-reform 
context. Therefore, this study seeks to investigate whether the reforms have effectively translated into 
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sustainable improvements across these key parameters in Indian commercial banks and to identify the 
persistent challenges that may hinder their long-term financial stability and growth.  
 
DISCUSSION 
 The post-1991 reform period marked a significant transformation in the structure and 
functioning of Indian commercial banks. With the liberalization of the financial sector, the introduction 
of prudential norms, the implementation of the Basel capital adequacy framework, and technological 
advancements, banks were compelled to enhance their operational efficiency, strengthen their capital 
base, and manage their asset portfolios more strategically. The analysis indicates that private sector 
banks, particularly the new-generation institutions, have consistently outperformed public sector banks 
in key operational metrics such as Return on Assets (ROA), Return on Equity (ROE), and cost-to-income 
ratios. This can be attributed to their more agile management practices, greater emphasis on 
technology-driven services, and stronger governance frameworks. In terms of capital strength, the 
regulatory enforcement of minimum Capital to Risk-weighted Assets Ratio (CRAR) under the Basel 
norms has led to a gradual improvement in the capital positions of banks. However, public sector banks 
often struggle to maintain capital buffers due to their dependency on government recapitalization and 
lower internal capital generation. In contrast, private banks have shown better compliance and have 
accessed capital markets more efficiently. 
 Asset composition trends reveal that while both public and private banks have diversified their 
portfolios, public sector banks have faced higher levels of Non-Performing Assets (NPAs), particularly in 
sectors like infrastructure and large industrial lending. Private banks, benefiting from stronger credit 
appraisal systems and diversified retail lending models, have managed asset quality relatively better. 
However, both categories of banks have been affected by macroeconomic shocks, such as the global 
financial crisis and the COVID-19 pandemic, highlighting systemic vulnerabilities. The discussion also 
reflects that although reforms have contributed significantly to improving the stability and 
competitiveness of Indian banks, legacy issues in public sector banks—such as bureaucratic 
inefficiencies, human resource challenges,  and politically influenced lending—continue to impede 
progress. Furthermore, the integration of risk-based supervision, digital banking, and financial 
inclusion policies has introduced new complexities that require adaptive strategies and dynamic 
governance structures. Overall, the findings emphasize that while the reform measures have laid a 
strong foundation, the long-term success of Indian commercial banks depends on sustained 
institutional reforms, effective risk management practices, robust regulatory oversight, and balanced 
growth across bank categories. Continued focus on recapitalization, asset quality review, and strategic 
reorientation is essential to address the structural asymmetries and ensure a resilient banking system 
in the face of evolving domestic and global challenges. 
 
CONCLUSION 
 The study concludes that the banking reforms initiated in the post-1991 era have significantly 
reshaped the operational landscape of Indian commercial banks. These reforms, aimed at liberalization, 
regulation, and modernization, have led to notable improvements in operational efficiency, capital 
strength, and asset management, particularly among private sector banks. While private banks have 
leveraged competitive strategies, technology, and market-oriented governance to enhance 
performance, public sector banks have faced greater challenges in adapting due to structural 
constraints, higher levels of non-performing assets, and dependency on government support for capital 
infusion. Despite regulatory efforts and policy interventions, disparities remain between public and 
private banks in terms of profitability, risk management, and asset quality. The Capital to Risk-weighted 
Assets Ratio (CRAR) has generally improved, yet many public sector banks still struggle to meet global 
standards without external assistance. Similarly, operational indicators such as cost-to-income ratio 
and return on assets demonstrate that efficiency gains have been uneven across the banking sector. 
 Asset composition has also evolved with greater emphasis on retail lending and financial 
inclusion, but systemic risks and credit quality issues—especially in priority sectors—continue to pose 
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challenges. The impact of global financial disturbances and domestic economic cycles further highlights 
the need for a more resilient and adaptable banking structure. In essence, while the reforms have laid a 
strong institutional and regulatory foundation, the effectiveness of Indian commercial banks in the 
post-reform era is contingent on sustained structural reforms, improved governance, enhanced risk 
frameworks, and technological integration. Bridging the performance gap between public and private 
sector banks remains critical to achieving a balanced, inclusive, and robust banking system that can 
support India's long-term economic growth. 
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