PREFACE

The éomnercial banking was developed in India in the 19th
century after ﬁhe prototype banking model which was character-
ised with the mobilization of deposit and sanction of working
capital loan." The familiarities of pioneer Indian banks who
hailed from the British community with that system might explain
to some extent why India assumed that particular type of banking.
Bit a more important explanation was that never being worried
about Iﬁdia's economic development, Britain was interested only
in her import-export trade which was required to be financed by

the banking system through short-term loans.

There were, however, some nationalist countries in the
contemporary world like Germany, Japan etc, where the banking
system the so-called universal banks used to provide temm

finances also in conjunction with working capital.

In the absence of any term financing institution, however,
India gave birth to the managing agency system which nurtured
her industrial development over the countries. These managing '
agents had so mdnopolised the_industrial sector that they, on
the one hand, prevented the diffusion of entrepreneurship
among a wider spectrum, and earned, on the othér, high rates
of return from investment in a very limited number of indus-
tries. The resultant narrow bases of both entrepreneurship.
and industrial structure were not, however, considered condu-

cive to further industrial development and were sought to be
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rectified by the independent India by reducing the importance

of the managing agency system in the country. The herculean
task thereby, bestowed upon the Indian planners particularly,
during post-independence era to tackle the economic stagnation
for attaining the objectives like accelerated rate of industrial
growth which needed introduction of termm financing institutions

in India,

In such circumstances, the Gvernment of India estéblished
a series of development finance institutions (DFIs) in the
post-independence era. Simultaneocusly with the establishment
of development finance institutions, howWwever, India also sought
to introduce term-financing in the existing cammercial banking
network so as to herald an era of universal banking in fhe
country. Commercial bank's move to this new dimension was'also

endorsed by a number of committee.

We thus £ind two terﬁ financing institutions namely
commercial banks and development finance institutions in temm
lending sinario in India after independence. Such a develop-
ment mady be appreciated only if these institutions are found
complementary to each other or they are almost equally campetent
‘in term financing. On the other hand, if we f£ind only of them
more competent than the other, there remains no reason for the
continuation of the system. In this cbnnection mention may beA
made that development finance institutions have shown their ‘

inefficiency in a number of third world countries as an
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industrial financier which is revealed in a number of studies
conducted by the world Bank. So, it is opined in these
studies either closure of development finance institutions or

merger with the commercial banks,

In this study we will examine the reasons which were
responsible for the genesis of universal banking in India, tﬁeir
growth and role as an industrial financier and their viability
in industrial financing. To encounter the objectives,appropri-
ate hypothesis have been tested by both financial and statistical

tools.

On completion of the present research investigation, I-
take the opportunity to éxpress my deep sense of gratitude and -
indebtedness to my revered guide Dr. Indrajit Ray, Department
of Commerce, University of North BEengdl for his valuable gui-
dance and sustained interest at all stages of this research
work, Despite h;s busy schedule of work, he always took keen
interest all along and épared congiderable time for me often
sacrificing his extremely limited leisure period. It is need-

less to say that without his apt guidance the present study
would not have seen the light of the day. He will remain a

constant source of inspiration to me throughout my life.

I do acknowledge my immense gratitude to Professor Eharati
Mukherjee, Head, Department of Folitical Science, University of
Calcutta, from whom I have got inspiration to camplete this

research project,



I

I also mention with honour the name of Late Santi Singha
Ray, Ex-Principal, Rastraguru Surendranath College, Barrakpore,
24, Parganas, West Bengal and Late Kanak Kumar Talukdhar,
Reader, Department of M, B.A., Institute of Sociai welfare and
Risiness Management, Calcutta to encourage me to complete the

present study.

I express my gratitude to Dr. Malay Kumar Roy, Reader,
Department of Commerce, North Bengal University; Professor
Sudipti Banerjee, Department of Commerce, Calcutta University;
Professor Tapas Kumar Bose, Department of Commerce, Birdwan
University; Professor Santi Narayan Gosh, Department of
Accounting, Dhaka University, Bangladesh and Dr, Subhas Datta,
Principal, Bangabasl College of Commerce, Calcutta for their
generous help and constant inspiration during the entire period

of research work.

I am equally beholden and enriched by writings and ideas
of many authors in this disciplines of study and the biblio-
graphy attached at the end of the thesis bears testimony of

the same .

I am very much thankful to Dr. Saha, Director, Reserve
Bnk of India Library, Calcutta, for his keen interest he has

shown in my work and for kind words of encouragement,

I am thankful to officers and staffs of the Scheduled

commercial banks in the district of Darjeeling who provided me



necessary informations in the course of f£ield survey.

Data processing for this study was carried out both at
the Department of Commerce, and Department of Computer Science
and Application, University of North Bengal where I received
guidance from Dr, A.K.Roy, Reader, Dr. Ranjit Samanta, Reader

to whom I express my gratitude.

I shall be failing in my duty if I do not express my
gratitude to Mr. Chanchal Kumar Pal, for all the pains he took

in typing this thesis.



