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ABSTRACT

The banking industry in India has undergone structural change since 1991
with the liberalisation norms introduced by the government. The changes brought
about in the Indian banking system were due to the introduction of prudential
norms to align the banking system to internationally accepted standards. Indian
public sector banks command over 80% of the total assets in the banking system
and over 90% of the total branches spread all over the country.

The major objectives of the study were to explore the profitability and
productivity of the public sector banks and compare their performance in the pre
and post reform periods. An empirical analysis of various variables affecting the
profitability of these banks was also carried out and a composite index of
performance of banks was prepared to judge the best and worst performers over

the period of study.

An important outcome of the study was that productivity measured in
terms of business per employee has grown by almost four times. But labor
productivity has not only remained low but has also declined during a major part
of the reform period, although it is showing a rising trend in the last three years.
However, the efficiency of the banks has improved. The public sector banks are
showing improved profitability since reforms. The economic reforms have
resulted in putting pressure on the weak banks and forced them to perform better
resulting in increased convergence among banks in the post reform period. The
composite index shows that Oriental Bank of Commerce is a consistently high
performer in the pre and post reform period while the three weak banks have
always been poor performers. However Corporation Bank has emerged as the
new star performer. The public sector banks in general are displaying economies
of scale, which is consistent with recent suggestions recommending merger of

some banks to improve their functioning.
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