
VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

 A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., Google Scholar, 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)], 
The American Economic Association's electronic bibliography, EconLit, U.S.A., 

Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 
Circulated all over the world & Google has verified that scholars of more than 4767 Cities  in 180 countries/territories  are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

http://ijrcm.org.in/ 

 



VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

ii 

CONTENTS 
Sr. 
No. 

 

TITLE & NAME OF THE AUTHOR (S) 
Page 
No. 

1. ROLE OF SELF-AWARENESS IN STRATEGY FORMULATION PROCESS 
KURIAN MATHEW 

1 

2. CHALLENGES OF HUMAN RESOURCE MANAGEMENT IN PUBLIC SECTOR BANKS IN INDIA 
DR. AMIT KUMAR BANSAL & SARITA BANSAL 

5 

3. PRODUCTIVITY OF AGRICULTURAL EXTENSION PACKAGE (CASE OF WOLAITA ZONE) 
TADELE TAFESE HABTIE 

9 

4. PATTERN OF POPULATION GROWTH DURING 1901 TO 2011 IN THE INDIAN HIMALAYAN 
REGION 
DR. B. R. PANT 

13 

5. A STUDY ON RURAL CONSUMER AWARENESS AND BRAND PREFERENCE OF INSTANT FOOD 
PRODUCTS (WITH SPECIAL REFERENCE TO VADAKARAPATHY PANCHAYATH) 
DR. P. S. CHANDNI & JENIFERSARA.D 

27 

6. ROLE OF MICRO-FINANCE INSTITUTIONS IN DEVELOPMENT FOR UNDERPRIVILEGED IN 
HARYANA STATE AMONGST WOMEN: AN EMPIRICAL STUDY 
RAVI DUTT & DR. R. K. SHARMA 

32 

7. IMPACT OF TOURISM ON INDIAN ECONOMY 
DR. JASJEET GILL 

37 

8. FACTORS DETERMINING WOMEN SHOPPING BEHAVIOUR 
SHILPA BAGDARE 

40 

9. REVIEW OF CHANGES IN AGRICULTURE SECTOR IN PUNJAB 
DALVIR SINGH 

44 

10. EFFECT OF BANK CREDIT ON FINANCIAL PERFORMANCE OF FIRMS IN INDIA 
DR. NEELAKANTA N. T. 

52 

11. FACTORS INFLUENCING PASSENGERS’ SATISFACTION TOWARDS SERVICES PROVIDED BY 
KADAMBA TRANSPORT CORPORATION WITH REGARD TO SHUTTLE SERVICES IN GOA 
GOURI K. MANERKAR 

55 

12. A DESCRIPTIVE STUDY ON THE CHALLENGES FACED BY THE MANAGEMENT IN PSEUDO-
MODERN ERA 
SAI JANANI & A. ABIRAMI 

58 

13. COMPARATIVE ANALYSIS OF INDIAN Vs. GLOBAL SMARTPHONE MARKETING STRATEGY IN 
INDIAN MARKET 
ASHISH KUMAR, VARUN KHARE & DR. KOMAL CHOPRA 

60 

14. RECURRING FAILURES IN CORPORATE GOVERNANCE: A GLOBAL SYNDROME? 
KRISHNA A KAPADIA 

66 

15. A REVIEW PAPER ON LEADERSHIP AND POLITICAL COMMITMENT TO GREEN ECONOMY: THE 
CASE OF ETHIOPIA 
YESUNEH GIZAW CHERNET 

71 

16. ENGINEERING EDUCATION IN INDIA: YESTERDAY AND TODAY 
SONY KURIAN 

76 

17. FINANCIAL REGULATORY ARCHITECTURE: A REVIEW OF LITERATURE 
MANAS SHANKAR RAY 

79 

18. CASUAL WORKERS AND THEIR WAGES 
MAMTA LAMBA 

83 

19. ISSUES AND PROSPECTS OF FDI IN RETAIL SECTOR IN INDIA 
SADHANA SINGH 

90 

20. IMPACT OF FOREIGN DIRECT INVESTMENT (FDI) ON ECONOMIC GROWTH 
CHIRANJEEV RANGA 

94 

 REQUEST FOR FEEDBACK & DISCLAIMER 97 



VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iii 

CHIEF PATRON 
PROF. K. K. AGGARWAL 

Chairman, Malaviya National Institute of Technology, Jaipur 

(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India) 

Chancellor, K. R. Mangalam University, Gurgaon 

Chancellor, Lingaya’s University, Faridabad 

Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

 

FOUNDER PATRON 
LATE SH. RAM BHAJAN AGGARWAL 

 Former State Minister for Home & Tourism, Government of Haryana 

Former Vice-President, Dadri Education Society, Charkhi Dadri 

Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

 

CO-ORDINATOR 
DR. BHAVET 

Faculty, Shree Ram Institute of Engineering & Technology, Urjani 

 

ADVISORS 
PROF. M. S. SENAM RAJU 

Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), Maharaja Agrasen College, Jagadhri 

 

EDITOR 
PROF. R. K. SHARMA 

Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 

 

FORMER CO-EDITOR 
DR. S. GARG 

Faculty, Shree Ram Institute of Business & Management, Urjani 

 

EDITORIAL ADVISORY BOARD 
DR. RAJESH MODI 

Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia 

PROF. SIKANDER KUMAR 
Chairman, Department of Economics, Himachal Pradesh University, Shimla, Himachal Pradesh 

PROF. SANJIV MITTAL 
University School of Management Studies, Guru Gobind Singh I. P. University, Delhi 

PROF. RAJENDER GUPTA 
Convener, Board of Studies in Economics, University of Jammu, Jammu 

PROF. NAWAB ALI KHAN 
Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 



VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iv 

 
PROF. S. P. TIWARI 

Head, Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad 

DR. ANIL CHANDHOK  
Professor, Faculty of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

DR. ASHOK KUMAR CHAUHAN 
Reader, Department of Economics, Kurukshetra University, Kurukshetra 

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P. J. L. N. Government College, Faridabad 

DR. VIVEK CHAWLA 
Associate Professor, Kurukshetra University, Kurukshetra 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

 

ASSOCIATE EDITORS 
PROF. ABHAY BANSAL 

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida 

PARVEEN KHURANA 
Associate Professor, Mukand Lal National College, Yamuna Nagar 

SHASHI KHURANA 

Associate Professor, S. M. S. Khalsa Lubana Girls College, Barara, Ambala 

SUNIL KUMAR KARWASRA 
Principal, Aakash College of Education, ChanderKalan, Tohana, Fatehabad 

DR. VIKAS CHOUDHARY 
Asst. Professor, N.I.T. (University), Kurukshetra 

 

FORMER TECHNICAL ADVISOR 
AMITA 

Faculty, Government M. S., Mohali 

 

FINANCIAL ADVISORS 
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

 

LEGAL ADVISORS 
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

 

SUPERINTENDENT 
SURENDER KUMAR POONIA 



VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

v 

CALL FOR MANUSCRIPTS 
We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of Computer 

Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; Economics; Tourism 

Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; Corporate Governance; 

Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information Systems; Accounting Theory & Practice; Auditing; 

Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History; Financial 

Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International Economics & Trade; 

International Finance; Macro Economics; Micro Economics; Rural Economics; Co-operation; Demography: Development Planning; Development Studies; 

Applied Economics; Development Economics; Business Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics; Political 

Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management; Management 

Information Systems (MIS); Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care 

Administration; Labour Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit Organizations; 

Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; Production/Oper-

ations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management; Retailing; 

Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality; Transportation 

Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; Computer 

Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete Structures; Internet; Management Information Systems; Mod-

eling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Pro-

gramming Languages; Robotics; Symbolic & Formal Logic; Web Design and emerging paradigms in allied subjects. 

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word format 

after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online 
submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).  

GUIDELINES FOR SUBMISSION OF MANUSCRIPT 
 

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

 

THE EDITOR 

IJRCM 

 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF. 

(e.g. Finance/Mkt./HRM/General Mgt./Engineering/Economics/Computer/IT/ Education/Psychology/Law/Math/other, please 

specify) 

 

DEAR SIR/MADAM 

Please find my submission of manuscript entitled ‘___________________________________________’ for possible publication in one 

of your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language 

fully or partly, nor is it under review for publication elsewhere. 

I affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to their inclusion 

of names as co-authors. 

Also, if my/our manuscript is accepted, I agree to comply with the formalities as given on the website of the journal. The Journal has 

discretion to publish our contribution in any of its journals. 

 

NAME OF CORRESPONDING AUTHOR     : 

Designation       : 

Institution/College/University with full address & Pin Code   : 

Residential address with Pin Code     : 

Mobile Number (s) with country ISD code    : 

Is WhatsApp or Viber active on your above noted Mobile Number (Yes/No) : 

Landline Number (s) with country ISD code    : 

E-mail Address       : 

Alternate E-mail Address      : 

Nationality        : 

 



VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vi 

NOTES: 

a) The whole manuscript has to be in ONE MS WORD FILE only, which will start from the covering letter, inside the manuscript. pdf. 

version is liable to be rejected without any consideration. 

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:  

New Manuscript for Review in the area of (e.g. Finance/Marketing/HRM/General Mgt./Engineering/Economics/Computer/IT/ 

Education/Psychology/Law/Math/other, please specify) 

c) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. 

to the manuscript. 

d) The total size of the file containing the manuscript is expected to be below 1000 KB. 

e) Abstract alone will not be considered for review and the author is required to submit the complete manuscript in the first 

instance. 

f) The journal gives acknowledgement w.r.t. the receipt of every email within twenty four hours and in case of non-receipt of 

acknowledgment from the journal, w.r.t. the submission of manuscript, within two days of submission, the corresponding author 

is required to demand for the same by sending a separate mail to the journal. 

g) The author (s) name or details should not appear anywhere on the body of the manuscript, except the covering letter and the 

cover page of the manuscript, in the manner as mentioned in the guidelines. 

 

2. MANUSCRIPT TITLE: The title of the paper should be bold typed, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and email/al-

ternate email address should be given underneath the title. 

4. ACKNOWLEDGMENTS: Acknowledgements can be given to reviewers, guides, funding institutions, etc., if any. 

5. ABSTRACT: Abstract should be in fully italicized text, ranging between 150 to 300 words. The abstract must be informative and explain 

the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full. 

6. KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic 

order separated by commas and full stop at the end. All words of the keywords, including the first one should be in small letters, except 

special words e.g. name of the Countries, abbreviations.  

7. JEL CODE: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at www.aea-

web.org/econlit/jelCodes.php, however, mentioning JEL Code is not mandatory. 

8. MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It should be free 

from any errors i.e. grammatical, spelling or punctuation. It must be thoroughly edited at your end. 

9. HEADINGS: All the headings must be bold-faced, aligned left and fully capitalised. Leave a blank line before each heading. 

10. SUB-HEADINGS: All the sub-headings must be bold-faced, aligned left and fully capitalised.  

11. MAIN TEXT:  

THE MAIN TEXT SHOULD FOLLOW THE FOLLOWING SEQUENCE: 

 INTRODUCTION 

 REVIEW OF LITERATURE 

 NEED/IMPORTANCE OF THE STUDY 

 STATEMENT OF THE PROBLEM 

 OBJECTIVES 

 HYPOTHESIS (ES) 

 RESEARCH METHODOLOGY 

 RESULTS & DISCUSSION 

 FINDINGS 

 RECOMMENDATIONS/SUGGESTIONS  

 CONCLUSIONS 

 LIMITATIONS 

 SCOPE FOR FURTHER RESEARCH 

 REFERENCES 

 APPENDIX/ANNEXURE 

The manuscript should preferably range from 2000 to 5000 WORDS. 



VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vii 

 

12. FIGURES & TABLES: These should be simple, crystal CLEAR, centered, separately numbered & self explained, and titles must be above 

the table/figure. Sources of data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred 

to from the main text.  

13. EQUATIONS/FORMULAE: These should be consecutively numbered in parenthesis, horizontally centered with equation/formulae 

number placed at the right. The equation editor provided with standard versions of Microsoft Word should be utilised. If any other 

equation editor is utilised, author must confirm that these equations may be viewed and edited in versions of Microsoft Office that 

does not have the editor. 

14. ACRONYMS: These should not be used in the abstract. The use of acronyms is elsewhere is acceptable. Acronyms should be defined 

on its first use in each section: Reserve Bank of India (RBI). Acronyms should be redefined on first use in subsequent sections. 

15. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised 

references in the preparation of manuscript and they are supposed to follow Harvard Style of Referencing. Also check to make sure 

that everything that you are including in the reference section is duly cited in the paper. The author (s) are supposed to follow the 

references as per the following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending 

order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, disser-

tations, reports, working papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parenthesis. 

• Headers, footers, endnotes and footnotes should not be used in the document. However, you can mention short notes to elucidate 

some specific point, which may be placed in number orders after the references. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.  

CONTRIBUTIONS TO BOOKS  

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited 

by David Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES  

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Jour-

nal of Urban Economics, Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS  

• Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Asso-

ciation, New Delhi, India, 19–23 

UNPUBLISHED DISSERTATIONS  

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES  

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed.  

WEBSITES 

• Garg, Bhavet (2011): Towards a New Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp 



VOLUME NO. 6 (2016), ISSUE NO. 04 (APRIL)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

79 

FINANCIAL REGULATORY ARCHITECTURE: A REVIEW OF LITERATURE 
 

MANAS SHANKAR RAY 

RESEARCH SCHOLAR, INDIRA GANDHI NATIONAL OPEN UNIVERSITY, NEW DELHI; & 

PRINCIPAL COMMISSIONER OF INCOME TAX (AHMEDABAD) 

INDIA 

 
ABSTRACT 

Sound Financial regulatory architecture is a pre-requisite for creating an efficient, vibrant and mature financial market. In this paper, we review important commit-

tee reports including their observations and recommendations for developing various elements of financial regulatory system. The committee reports deal with 

Indian financial system and also with financial systems of other countries. The paper also critically reviews the academic papers and identifies important research 

gaps on the subject. The discussion in the paper is highly useful for policy makers, existing market regulators, financial institutitons, market players as well as the 

academic community. It highlights the key issues that should be kept in mind while developing a comprehensive financial regulatroy architecture in India. 

 

KEYWORDS 
capital market, financial regulation, principle based regulation, SEBI. 

 

INTRODUCTION 
upervision and regulation of the financial markets, has been an important area of discussion and research amongst the academicians as well as policy 

makers. There has been intense study worldwide on the optimal institutional structure of the financial supervision and regulation. This is because it is 

important to design the structure of responsibility, accountability and powers that synchronises with the overall objectives of regulation and ensures 

efficient operation of the financial markets. 

In the present paper, an attempt has been made to present a review of literature on various issues relating to financial regulatory architecture. The literature on 

the subject is available in the form of committee reports and research papers. In view of this, the paper has been divided into two section. While Section –I covers 

the observations and remmendations of various committees on financial regulation in India, Section –II provides critical review of research papers on the subject.  

 

SECTION I  
A number of committees have dwelled on various issues relating to financial regulatory architecture. Some of these have been constituted by Government of India 

whereas others deal with similar issues for other countries.  

1.1. COMMITTEE REPORTS IN INDIA: OBSERVATIONS AND RECOMMENDATIONS 
There is a need to fill in the increasing gap which has come about between the requirements of the financial system and the present legal and regulatory arrange-

ments. There have been several studies by committees appointed by Government of India with the objective of reforming the overall financial system in India. 

These reports dedicate special efforts on why and how the regulatory architecture needs to be reformed to ensure development of a modern financial system 

that India needs. In the following section, we summarize the principal recommendations of these recent committee reports on the financial regulatory architecture 

in India. 

1.1.1. MUMBAI - AN INTERNATIONAL FINANCIAL CENTRE REPORT, 2007 
1. Shift towards Principle based Regulation: The report maintains that the rules-based approach followed in India currently faces variety of drawbacks as finance 

companies find ways to exploit the loopholes in the rules and regulations code. Moreover, the rigidity of the rules based approach blinds the regulators to 

the specific nature of the firm’s business  

2. The committee recommended two alternative paths to regulatory structure, both emphasising on some level of consolidation of regulatory agencies: 

a. Alternative 1: Consolidation of regulatory functions to four regulators 

Under this path proposed by the committee proposed regulatory functions would be consolidated down to four regulators covering finance with one each for: 

i. banking with a regulator separate from the monetary authority; 

ii. capital markets, with a merger of securities markets functions on the fixed income, currency and commodity markets into a single securities and 

derivatives market regulator; 

iii. pensions with the consolidation of pension regulation into a single pensions regulator;  

iv. insurance regulator for the insurance space. 

b. Alternative 2: Integration of all financial regulation into a single agency 

The other path the committee suggested was to integrate all financial regulation under a single agency. The principle of the single regulatory agency is that it is 

able to take a complete view of all activities of all finance companies and a holistic view of trends in financial market development. 

3. Shift away from “entity-based regulation” towards “domain based regulation”: The committee strongly recommended moving towards domain-based regu-

lation, and away from the present entity-based regulation. This would entail, for example, that the banking regulator regulates the business of banking, but 

does not regulate all the activities of a financial firm that chooses to call itself a “bank”. 

1.1.2. THE COMMITTEE ON FINANCIAL SECTOR REFORMS REPORT, 2008 
The draft report of the Committee on Financial Sector Reforms, chaired by Raghuram Rajan in 2008 titled as “A Hundred Small Steps”: (Committee on Financial 

Sector Reforms, 2008) maintains that this framework is suboptimal due to three kinds of problems: 
a. It induces a loss of economies of scope and economies of scale for the government, exchanges, financial firm, and customers. There are strong com-

monalities between all kinds of trading. 

b.  It fragments liquidity, and encourages regulatory gaming. Arbitrage tightly binds all financial securities related to a given underlying asset. However, 

fragmentation of regulation of financial securities creates all sorts of gaming opportunities for participants, as well as turf issues among regulators in 

favouring one or other venue for the firms they regulate, that leads to a loss of liquidity, price efficiency, and even stability. 

c. Loss of competitive pressure. At present, Indian markets are carved into three silos, each regulated (and protected) by a separate regulator. An exchange 

or a clearing corporation or a depository working in one silo is prohibited from competing with entities in other silos. India’s interests would be served 

far better if all these entities were in a unified industry with vigorous competition and innovation. 

Thus, the Committee recommended the unification of all regulatory and supervisory functions connected with organized financial trading into a single agency 

under SEBI with some coordination with RBI in some markets, such as the government debt market or the currency futures market. 

Further, the report reiterated Narasimham Committee Report’s suggestion to consolidate supervision of all banks and any other deposit taking entities should 

come under one supervisor. This would require a considerable increase in central regulatory capacity, as well as political initiatives and efforts. In addition to 

consolidating supervision, the system of prompt corrective action and resolution of weak banks should be strengthened and made more explicit, possibly under a 

revamped consolidated deposit insurer.  

The current approach to protection of market participants is very different— various transactions, markets and participants are simply banned. This brings one to 

the heart of needed reform. India can progress by building on its demonstrated success of creating modern, efficient markets in financial instruments. The report 

S
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provides clear and blunt guidance in this area: encourage the introduction of missing markets; stop creating investor uncertainty by banning markets; have con-

solidated membership of exchanges for qualified investors; encourage the setting up of “professional” markets and exchanges for sophisticated products and 

investors; and create a more innovation-friendly environment, speeding up the process for approval of new financial products. 

Similarly, there are several recommendations for modifying the current regulatory architecture, designed to improve coordination, coverage and quality. A key 

idea is the reduction of micromanagement. The report contains following pointers on the regulatory structure: 

a. Principles versus rules-based regulation: The report contends that the current rules-based system in India displays “low tolerance for innovation and 

excessive micro-management” (chapter 6, page 2) wherein financial institutions are required to follow a plethora of rules. It reiterated the recommen-

dation by Percy Mistry Committee Report (Report of the High Powered Expert Committee, 2007) to have a gradual but time bound movement in the 

direction of principles-based regulation the way it is followed by The Financial Services Authority (FSA) in the UK. FSA has been engaged in putting into 

operation a principles-based system of regulation for the UK financial system since 2001. But before extrapolating the UK experience to other countries, 

it is best to remember two special circumstances prevailing in the UK – firstly, a strong tradition of oral convention and unwritten legislation (even the 

Constitution is largely unwritten) and secondly, an already existing risk-based and evidence-based system of regulation, for the principles-based system 

to be built upon. (Nachane, 2008) However, principle based approach often brings in ambiguity as the interpretation of the principles lies largely with 

the regulator.  

b. Regulatory and Supervisory Independence 

c. To avoid regulatory arbitrage, it is important that institutions serving essentially the same function face the same set of regulations whether they have 

a banking licence or not. For example, all deposit taking institutions should face same rules. Regulations should be in accordance to functions, not 

historical classification of institutions.  

1.1.3. THE FINANCIAL SECTOR LEGISLATIVE REFORMS COMMISSION REPORT1 
The Financial Sector Legislative Reforms Commission was set up to review, simplify and rewrite the legislations affecting financial markets in India. It was asked to 

make legislations to bring them in tune with the changing financial landscape in India and the world. The commission, headed by former Supreme Court Judge 

Justice Srikrishna, has been deliberating since April 2011, and consulting with a spectrum of experts and stakeholders in the financial sector and regulators. 

Until now, the approach in Indian finance has been to give permissions for some products or markets. The rest of the financial products and markets for which no 

explicit permission is given, are banned. This approach has restricted innovation in financial markets unlike the modern approach followed in for example Australia 

where the emphasis is on the objective of regulation is to protect consumers. This envisages that the regulator’s objectives are clearly defined, his powers are 

clearly enumerated and that his decisions are appealable. 

The FSLRC envisages creation of a new resolution agency for smooth firm resolution, with a view to protecting consumers and improving microprudential regulation 

of financial firms, the FSLRC has discussed a consumer protection law and a microprudential law which would outline the basic principles on the basis of which 

regulators would write regulations.  

The UFA Act draws from some of the notable features of the US Dodd-Frank Act, the UK’s Financial Services and Markets Act of 2000, financial liberalisation in 

South Korea and recent Indian government committee reports. In particular, FSLRC proposes: 

1. Unified Financial Agency (UFA) 

a. Under the Commission’s proposed regulatory architecture, the Securities and Exchange Board of India (SEBI), Forward Markets Commission (FMC), 

Insurance Regulatory and Development Authority (IRDA) and Pension Fund Regulatory and Development Authority (PFRDA) would be merged into a 

new unified agency – a kind of super regulator – called the Unified Financial Regulatory Agency (UFRA). 

b. The Reserve Bank of India (RBI) would be kept out of the purview of the UFRA. 

c. Seven agencies should be set up — RBI, Unified Financial Agency (UFA), FSAT, Resolution Corporation, Financial Redressal Agency, Public Debt Man-

agement Agency and FSDC. The Reserve Bank will continue to exist with modified functions. 

d. The existing Securities Appellate Tribunal should be subsumed into Financial Sector Appellate Tribunal (FSAT). The Financial Sector Development Council 

(FSDC) should also be given a statutory framework 

e. A new Debt Management Office (DMO) should be set up and the existing Deposit Insurance and Credit Guarantee Corporation of India (DICGC) should 

be subsumed into the Resolution Corporation. 

f. The existing laws which provide special privileges to entities like the State Bank of India (SBI) and Life Insurance Corporation (LIC) should be either 

amended or repealed “to create a level playing field between regulated entities, irrespective of their ownership structure”.  

2. Role of the Reserve Bank of India (RBI): 

a) The actual functioning of the regulator should lie in three areas — regulation-making, executive functions and administrative law functions. 

b) Any policy should be made not just by the RBI Governor but by a council comprising Governor and Deputy Governor from RBI and five more external 

members appointed by the Government. 

c) The Government, in consultation with the Governor, should give the Central Bank quantifiable, measurable objectives; the RBI will need to state reasons 

why it has failed to achieve the objectives and what remedial action it will take to achieve the objectives. 

d) The government and not the RBI should make rules with respect to capital inflows. This recommendation is irrespective of whether the inflows are FDI, 

FII, Forex loans or NRI deposits. 

e) The RBI will also be the banking regulator but it won’t have any control over non-bank finance companies (NBFCs). 

f) The Reserve Bank of India should be responsible only for overseeing the banking industry and for monetary policy, while the management of the 

government’s debt and of foreign remittances (thus far under the exclusive domain of the RBI) should be directly under the supervision of the govern-

ment. 

g) With regard to capital control, the Finance Ministry should make rules for inbound capital flows, while the onus of making rules for outbound capital 

flows should rest with the RBI. 

A crucial element of the FSLRC approach is an emphasis on the governance of regulation. Regulators will be given independence under the law through the 

selection process, and mechanisms that determine the relationship between government and regulators. But they will be accountable. Accountability will be 

ensured through clear, well-defined objectives, avoiding conflicting objectives, a well-structured rule-making process involving a clear reference to the objective 

of the regulation being in sync with that of the law and to the appeals mechanism (through a newly created non-sectoral Financial Sector Appellate Tribunal that 

subsumes the present Securities Appellate Tribunal). All regulations made under the proposed Indian Financial Code, replacing existing financial laws, should be 

reviewed by a Unified Financial Agency (UFA) within three years of such regulations being issued. The review would consist of a cost-benefit analysis of regulations; 

an analysis of all interpretations of the regulations made by UFA, and judicial review of regulations by Financial Sector Appellate Tribunal (FSAT), any high court or 

the Supreme Court; and an analysis of the applicability of the regulations to any changes in circumstances since such regulations were issued. 

1.2. COMMITTEE REPORTS ABROAD 
Group 30 report (2008) reviews various national supervisory and regulatory approaches and place them within the context of the changing global financial system. 

The review of 17 major national supervisory systems has confirmed that while dealing with similar problems and challenges, such systems are fashioned through 

a process that includes a myriad of political, cultural, economic, and financial influences.  

IMF report (2009) seeks to draw lessons for financial sector regulation and supervision and central bank liquidity management from the ongoing crisis, focusing 

principally on implications for the future rather than on immediate crisis management policies. Inadequacies in macroeconomic policies and the design of the 

international financial architecture exposed in the crisis will also have to be addressed to make the suggested changes in the regulatory framework effective. 

                                                           
1 Report, The Financial Sector Legislative Reforms Commission (B. N. Srikrishna, Chairman), Mar 2013. Ministry of Finance, Government of India. 
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SECTION-II 
2. REVIEW OF PRIOR RESEARCH  
This section provides a critical review of different academic studies undertaken in the field of financial regulation in different countries. 

Briault (1999) considers the rationale for establishing a single national financial services regulator. In describing the formation of the UK Financial Services Authority 

(FSA), it presents a case for a single regulator, which is independent of market developments. Author concludes that such a regulator, covering a broad range of 

financial services activities and spanning both prudential and conduct of business regulation, should be well placed to deliver effective, efficient and properly 

differentiated regulation in the current financial environment in the UK. Drawing on the Scandinavian experience, Taylor and Fleming (1999) address three policy-

related issues associated with the integrated model: Under what conditions should (or should not) a country consider moving toward an integrated model of 

financial supervision? How should an integrated agency be structured, organized, and managed? How should the integration process be implemented? The authors 

suggest that for a small transition or developing economy, or an economy with a small financial sector, the economies of scale from establishing an integrated 

agency outweigh the costs of moving to such a model. Further, there is no single obviously correct organizational structure, and existing agencies are experimenting 

with a variety of forms. Whatever the structure, integrated supervision requires active management to secure the potential benefits that the approach offers. 

Once the decision has been made, implementation should take place as quickly as possible. A well-conceived change management process should aim to overcome 

the cultural barriers associated with the previous fragmented structure.  

Abrams & Taylor (2000) analyze the costs and benefits of unified supervision covering each of the main types of financial institutions (banks, insurers and securities 

firms). The strongest arguments for unification are the enhanced oversight of financial conglomerates and the economies of scale they can potentially deliver. 

However, these advantages vary across countries and there are also a number of potentially serious disadvantages to unification, especially the risk that the change 

process will be mismanaged and will result in a reduction in regulatory capacity. They conclude that no one model of regulatory structure will be appropriate for 

all countries. The issue requires careful deliberation and ultimately depends on a matrix of factors, which vary in importance from country to country. 

In the field of bank supervision, Barth, Caprio, & Levine (2002) conducted an empirical research using data for over 107 countries for examining studying the 

relationship between differences in bank regulation and supervision and bank performance and stability. The results raise a cautionary flag regarding government 

policies that rely excessively on direct government supervision and regulation of bank activities. They conclude that countries with policies that promote private 

monitoring of banks have better bank performance and more stability. Further, countries with more generous deposit insurance schemes tend to have poorer 

bank performance and more bank fragility. Moreover, diversification of income streams and loan portfolios - by not restricting bank activities - also tends to 

improve performance and stability. Countries in which banks are encouraged to diversify their portfolios domestically and internationally suffer fewer crises. 

Martinez and Rose (2003) study the implementation related issues of integrated supervision of financial sector in a sample of 51 countries. Based on survey results 

they concluded that group of integrated supervisory agencies is not as homogeneous. Important differences arise with regard to the scope of regulatory and 

supervisory powers the agencies have been given. Another finding of study is that in most countries progress towards the harmonization of prudential regulation 

and supervision across financial intermediaries remains limited. Interestingly, the survey revealed that practically all countries believe they have achieved a higher 

degree of harmonization in the regulation and supervision of banks and securities companies than between banks and insurance firms. 

Holopainen (2007) puts forward a case against integration of financial supervision and highlights its inherent issues and challenges. According to the report, the 

inherent characteristic of integrated supervision is the monopoly position of single authority in the supervision of financial industry. Consequently, careful consid-

eration and design is needed to ensure the effective functioning of integrated supervision as such a move necessarily results to a situation where a plurality of 

tasks gets allocated to a single authority giving rise to several potential multi-tasking related challenges. 

Borio (2003) defines and contrasts the macro- and micro prudential dimensions that inevitably coexist in financial regulatory and supervisory arrangements, 

examines the nature of financial instability against this background and draws conclusions about the broad outline of desirable policy efforts. The author argues 

that in order to improve the safeguards against financial instability, it may be desirable to strengthen further the macro prudential orientation of current prudential 

frameworks. 

Masciandaro et. al (2008) analyse recent trends in, and determinants of, financial supervisory governance. They first calculate levels of supervisory independence 

and accountability in 55 countries. The econometric analysis using multinomial logit by taking macroeconomic variables and binary outcomes of risk and regulation 

provide the determinants indicates that the quality of public sector governance plays a decisive role in establishing accountability arrangements, more than inde-

pendence arrangements. It also shows that decisions regarding levels of independence and accountability are not well-connected. The results also show that the 

likelihood of establishing adequate governance arrangements is higher when the supervisor is located outside the central bank. 

Čihák and Tieman (2008) in their studyanalyze the quality of financial sector regulation and supervision around the globe. They employ data from IMF-World Bank 

assessments of compliance with international standards and codes. Incorporating supervisory implementation into the study provides an improved means of 

assessing countries’ regulatory systems. They concluded that countries’ regulatory frameworks score on average one notch below full compliance with the stand-

ards (on a 4-notch scale). There are substantial differences in the quality of regulatory and supervisory frameworks across countries, with the income level being 

a major factor. 

Seelig and Novoa (2009) in their study summarize the results of a survey of financial supervisory agencies in IMF member countries conducted in 2007. Responses 

were received from 140 financial sector supervisors in 103 countries. A majority of these are separate stand-alone agencies, most of bank supervisors are part of 

a central bank. The survey asked respondents about their governance structure and practices, as well as practices and policies related to public transparency and 

accountability. Most agencies reported having operational independence. Bank supervisors were unique in viewing financial stability as part of their mandate. The 

study has great implications in terms of implementing the unified regulatory authority and provides detailed explanations of nature of modes-operandi in sample 

countries. 

Black & Jacobzone (2009) provides a comparative perspective on the application of quality regulation principles to financial sector regulators, in the US, Canada, 

Australia, the UK and France. The report analyses the independence and accountability of the regulators, as well as their powers. The analysis focuses on require-

ments for ex ante and ex post regulatory impact analyses, including burden reduction; for transparency and communication of decision making, as well as co-

ordination and regulatory review; for improving the regulatory system over time and for regulating conflicts of interest. The report finds variation in the formal 

arrangements, and respective practices. The report points to a number of areas relating to regulatory practice where principles could be further developed, 

especially related to risk management and the need for a detailed understanding of the financial system. 

Pellerin, Walter, & Wescott (2009) reviews the advantages and disadvantages of regulatory consolidation, explore the effects of consolidation on the regulators 

incentives in the context of USA and evaluates which entity is best suited for this role. It also examines the transition to consolidated regulation that took place in 

Germany, UK, Japan, and Australia and evaluates each one of them in the light of multiple factors playing role in each economy. Another proposition examined in 

this paper is whether to transfer the regulatory authority from the central bank leads to a desirable situation or not.  

Masciandaro and Quintyn (2010) is based on updated information on 102 countries for the period 1998-2009 and evaluates both the existing settings and the 

proposals of reform in the US and at the level of the EU in the backdrop of crisis. It addresses two crucial questions: Which are the main features of the reshaping 

of the supervisory architectures? Which is the role central banks are taking in the changing environment of the financial supervision? They concluded that the 

inspection of this database highlights a trend of supervisory consolidation outside the central banks, where the outliers usually are central banks without the 

monopoly in monetary policy responsibilities. 

Vermorken & Vermorken (2011) compare two opposite approaches of regulation systems i.e., Basel III and the Eurocodes and identifies how one system regulates 

financial institutions and the other civil engineering design. The paper shows that the financial regulation uses a cause-based approach to regulation, in which the 

causes of a crisis are found and controlled. The Eurocodes in civil engineering make no specific attempt to understand the specific causes of a failure; however, 

they provide a framework, which transfers full responsibility onto the designer if the designer decides not to adhere to a set of codes of practice. It is the trade-

off between less regulation and increased responsibility. The paper shows how financial regulation in reality has limitations, which are its inherent weakness. 
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Grosse (2012) analyses the financial crisis of 2008- 2009 using a behavioural view and draws attention of regulators towards designing responses to the behaviours 

of market participants. It identifies that crisis cannot be prevented from happening completely, so focus should be on creating proper framework of rules to 

discourage non-rational behaviour, which exaggerate the crisis. The main factors identified here are anchoring, herd and hubris behaviour, over optimism as the 

elements of crisis. The author suggests that supervision of all the credit-extending agencies should come under the fed supervision, enhanced transparency, raising 

standards and limits for various financial institutions, identifying sources of systemic risks and managing them as far as possible.  

Vashishtha & Sharma (2012) conducted a study based on a survey administered to three distinct interest-groups, namely, regulators, financial institutions and 

investors. Authors observed that unified model emerges as the consensus model, driven by its ability to ensure, communication and coordination among regulators 

for dealing with some of the major problems, in particular, regulatory arbitrage, posed by modern complex financial markets. Based on the analysis employing the 

logit model, the evidence from results suggests a shift in the direction of structural unification, or at least, establishment of some central ‘lead’ authority for 

ensuring communication and coordination among regulators until structural unification proposition is empirically validated. 

 

SECTION-III 
3. CONCLUSION 
The above review of literature on financial regulatory architecture helps us in identifying important research gaps on the subject.  

Given the vast scope of the field of financial regulation, the existing literature has covered multiple dimensions of financial regulation. They include the study on 

relation between regulation and performance, the determinants of the quality of regulation, different approaches to the regulatory architecture, study of the 

importance of country specific factors, as well as the study of effectiveness of regulation in the backdrop of recent financial crisis. A large number of studies focus 

on the rationale, advantages and drawbacks of integrated regulatory structure. There is no absolute case for or against unification. Moreover, the choice of a 

regulatory approach and its implementation varies across countries based on the characteristics of their financial markets.  

There are still some research gaps in the existing literature. It seems that there is virually no research that focuses on Indian Financial Regulatory System. There is 

a need to study the state of current multi-regulatory system in India. Further, as the policy makers are inclined towards the proposed unified regulatory structure 

in India, it is important to gauge the impact of the framework from the perspective of the academicians, regulators, policy makers as well as those bearing direct 

impact of the change, that is, the financial services industry. It is also important to include these participants towards deciding on the operational and administra-

tive structure of such unified regulator.  
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