PREF ACE

An efficient and economically viable commercial
banking system as a major part of financial infrastructure

is a basic requirement of our econony.
}

In order to ensure the mgximum possible participation
of the commercial banking system in the planned efforts
for bringing about a revolutionery socio-economic trans-
foruagtion of the Indian econdnf, it was felt at the
highest level in the Government of India that the
comnercial banking system should not only be strengthened
but also geared to perform its role in complete alliance
with the official philosophy and efforts and consequently,
after the establishmnent of the State Bank of India, the
Govermuent of’Inéia finally decided to nationalise the
large commercial banks of the country in 1969. At that
time, it was.felt that the nationalisation of the large
banks was necessary to meet the objective of controlling
the commanding heights of the economy and "to meet
progressively and serve better the needs of developuent
of the econony in conformity with the national policy

and objectives. nt

1Preamble to the Banking Compenies (Acquisition and
Transfer of Undertakings)ict, 1970, .



(i1i)

This was reiterated by the then Prime Minister of
India, Mrs. Indira Gandhi, in her broadcast announcing

the nationalisation of banks as follows:

- "Control over the commanding heights is
‘necessary in a poor country, where it
is extremely difficult to mobilise ade-
guate resources for developnent gnd +to
reduce inequalities between different
regions. An institution such as bank-
ing which touches or should touch upon
the lives of millions has necessarily
to be inspired by a larger social
purpose and has to subserve national
priority areas which have hitherto beeh
neglected." '

As a result of the ngtionglisgtion,during the post
nationglisation period, there has been an umprecedented
growth in the bank offices, their aﬁvances and deposits
and the nationalised banks have switched over draugti~
cally o0 the non-conventional banking in the country,
especiglly in view of the social responsibility imposed
upon them. What has been the effect of this structural
and functional change in the commercial banking system
in India on the profitability of nationalised banks is

the main question this study endeavours to answer.
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During the course of this study, I had the previlege
of soliciting acsdemic help gnd opportunities of inter—
acting with the distinguished academicians and scholars

of eminence and some top level professional bankers.

At the outset, I must express my heartfelt gratitude
to my egteemed regearch guide Dr. M.D. Sharna, Professor
and Head, Department of Banking and Business Finance, and
Dean, E;aculty of Commerce, M.SJUniversity of Baroda, for
his inspiring encouragement to complete this study and
for his valuable guidance. His patience in degling with
a researcher, his insight into the complexities of the
vexed and complicated banking probl éis and the pains
taken by him in offering his constructive criticism agnd
suggestions have gone a long way in enagbling me fo produce
this work.in its present form. It ismy conviction that
but for his valuable guidagnce, I would not have been gble

to complete this work. I g indeed extremely grateful
to him. '

I am also grateful and 'intellectually' indebted to
Professor S.P. Singh of the National Institute of Bank
Monagement, Boubay, and to Dr. R.B.L. Agrawal Professor,
Head and Dean, Faculty of Commerce, Sukhadis University,
Udaipur and formmerly RBI chair professor of Banking at
the M.S. University of Baroda for théir valuable guidance
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from time to time in my endegvour to understand some
of the issues of relevance to the problem of !'Bagnk

Profitability* in the Indian context.

In my parent Department of Business Economicws,I gu
extrenely obliged to Professor H.P. Chokshi, formerly
Head of the Department and the Dean of the Faculty of
Commerce, M.S. University of Baroda and to my senior
colleague Dr. B.S. Pathak Professor of Business Economics,
M.S.University of Baroda, for their consistently
enccufaging and inspiring attitude towards me and for
their valuable guidance on various issues, especially

on criticzl occasions.

I am also happy to récord my gratitude to Shri J.XK.
- Syan, Reader in the Department of Banking and Business
Finance and to Shri K.N. Shah, Lecturer in the Department
of Statistics for their help in the completion of this

work.

During the course of regearch, I had to depend
heavily on the National Institute of Bank Management
Library =znd Smt. Hansa Mehta Library of the M.S. University.
T an grateful to the librarians of both these libraries
for the facilities they promptly extended to ne.

T must zlso express By gratitude to the University

Grants Commission for sanctioning me a travelling grant
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which has immensely helped me in the collection of dafa
and in condicting the survey. The Director of I.C.S.S.R.
Bombay Professor S.D. Karnik also deserves my heartfelt
thanks for providing me guest house facilities gt Bombay

during my visit there in connection with the survey.

Finglly, a special note of appreciation for Shri J.S.
Kelkar who has neatly typed the thesis within a short

period of time.
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