
BANKING AS A TOtiL FOR 
DEVELOPMENT 

Banking as a tool for develop­
ment is a multi-purpose tool 
and depending upon the value 
system of the society, its uses 
are capable of wide variations. 
Covering the whole gamut of 
these would require a lengthy 
esssay. We should, however, 
like to mention of one particular 
function of banking as an agency 
for development. It is that banks 
may supply initiative and enter­
prise, as well as finance, for 
the creation, transformation and 
expansion of productive ven­
tures. Schumpeter and others 
considered this to be antithetical 
to the very nature of commerical 
banking. Their perspective was, 
of course, different. However, 
as Cameron and Patrick have 
noted, the use of banking as a 
tool for development has to 
encompass such a role and in 
India this function is being per­
formed by the banking system. 
In the State Bank of India in 
particular, we are constantly 
researching into innovaitve 
areas for finding out how we 
can further help socio-economic 
developmenmt by generating 
new bankable propositions. 

Fianally, Credit is a highly 
potent instrument for economic 
development and, if used judi­
ciously, its planned use can 
really work wonders. As with 
any tool, one has only to know 
how to use it and how to take 
care of occasional malfunction­
ing. However, it would be worth 
our while to bear in mind the 
follwing caution sounded by 
Crowther: 

"Money L the most wonderful 
of Man's social inventions. But 
it is his invention, his creation, 
and Man remains the master... 
If we get away from the idea 
that there is magic in money, if 
we can rid ourselves of the idea 
that heppiness and prosperity 
depend on meoney alone, if we 
can reduce money to its proper 
role as a lubricant for the 
economic mechanism that Man's 
ingenuity directs and his labour 
drives we shall have taken the 
longest stride on the road to 
understanding the monetary sys­
tem and controlling our 
economic environement" 

ECONOMIC REVIEW MARCH 1979 

22 ECONOMIC REVIEW APRIL 1990 


