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               Banks play unifying and intermediary roles between fund-supplying and fund-demanding sides of the society, executing savings and investment functions. Due to their key role in the economy, while working under the principles of profitability and productivity, banks are obliged to obey ethical principles of banking profession and organizational ethics.

              Commercial banks play an important role in economic development of a country. Economic development involves investment in various sectors of economy. The banks collect savings from the people and mobilize saving for investment in industrial project. The investors borrow from banks to finance the projects. Promote the growth rate through the reorientation of loan policy. Special funds are provided to the investors for the completion of projects. The banks provide a guarantee for industrial loan from international agencies. The foreign capital flows to developing countries for investment in projects.
              Besides normal banking the banks perform agency services for the client. The banks buy and sell securities, make rent payments, receive subscription funds and collect utility bills for the Government departments. Thus these banks save time and energy of busy peoples. Banks arrange foreign exchange for the business transaction with other countries. The facility of foreign currency account has resulted in an increase of foreign exchange reserves. By opening a letter of credit, the banks are able to promote foreign trade in a better way.
             The banks do not simply collect funds from various agencies, but also serve as a guide to the customer for investment of their funds. The policy of banks is an instrument in wide dispersal of credit in country. There are certain role and responsibilities on the part of the banks while planning and contributing for the development of an economy as follows:

1. Responsibility as a production center

             The supply of loans to small and medium-sized companies, the backbone of a real economy, is inadequate. Expansion and consolidation loans are subject to unrealistically high-risk premiums when they are available at all. Small and medium-sized companies pay the price for completely exaggerated expectations in terms of yield in the boom-and-bust cycles of the international capital markets. Labor- and energy- intensive companies both in the small-trade and the industrial sector are not capable of generating double-digit yields. The severe losses in the real-estate sector in the 1980s have caused banks to develop a veritable risk aversion. Small and medium-sized companies suffer most from this. Even though by now some commendable efforts have been made, too few banks have done away with the centralized credit checking that was introduced as a result. So the banks have a responsibility to serve as a production center for balanced economic development.

2. Responsibility for risk management

                 The highest cluster risks are no longer to be found within the sphere of small and medium-sized companies. With the globalization of the financial markets, more and more banks are becoming increasingly involved in ever more risky areas of business. The latest highly complex financial instruments require a host of specialists and react highly sensitively to political and economic developments. The financial market is global, volatile and operates twenty-four hours a day. Even even the best internal control units, as Helmut Schmidt called it, can lose the race against this “catch-as-catch-can competitive struggle”. Major banks in particular, grown even larger by mergers, constitute a cluster risk that can hardly be dealt with anymore by the public. The Asia crisis of 1997 drove the IMF to the limits of its capacity for intervention. Since then, anyone with major responsibility in international finance must be aware that, in terms of state supervision of the financial sector, the numbers of banks that are becoming “too big to rescue” rather than “too big to fail” are increasing every day. Better the risk management by banks, greater will be the level of economic development.

3. Responsibility as an employer

               The banks are relatively progressive employers in terms of  both salary and social fringe benefits, one reason being that their added value is so great. There are two areas, however, where they lack commitment: The increasing focus on academics and specialization in banking threatens to affect educational system. It is important that banks should offer more apprenticeships in all areas and thereby fulfill their social responsibility as training institutions. 

4. Responsibility for economic development and good governance
           In today's financial industry, there is a blurred line between healthy competition and rapacious greed combined with criminal energy. The latter is a great risk for financial institutions as well as the economy. Checks and risk management are one remedy, but even more important is a comprehensive reform of the entire economic system.  In this context, the banks must play a key role as financial intermediaries. Neoliberalism puts unlimited trust in market mechanisms. "More market" is the simple general recipe for solving almost any business- and economy-related political problem even though it has long been clear that such market fundamentalism serves only to protect the interests of a small minority. What we need is a renaissance of social market economy that puts the people and sustainability at the center of the economy.

5. Responsibility in the globalized financial markets

                Any further liberalization of the financial markets without international regulations and with a lack of supervisory authorities would increase the economy's susceptibility to crises such as those of Asia, Russia and Argentina. Experts and the IMF now recognize regulations such as targeted capital-import controls. Yet the IMF continues to foster "moral hazard" in the unscrupulous confidence that the respective countries must reinsure high-risk business and squeeze it out of the standard of living of the general population. In this regard, the Swiss export-risk guarantee is not an example of a socially responsible policy. In all cases, this bailout scheme results in privatized earnings and socialized losses. That is how the development of an economy ensured.

Conclusion

              So the economic development of a nation highly depends upon the above responsible activities of banks in general and with the policy makers and government in particular. The prosperity or otherwise of an economy is determined by the role played by the banks concerned in the county. In the modern world of cross-border business and trade the role of banks has become so important that even a lay man has to be at the meaningful moves of a bank with which he/she is banking with.

