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Abstract
The focus of the study is the most recent mergers in Indian banking during fiscal year
2019-20 and 2020-21, wherein thirteen public sector banks (PSB) were merged to
create five large banks to create robust and efficient banking businesses. The thesis has
empirically discussed three different and diversified objectives, (a) the impact of
mergers of PSBs on the overall financial stability of the banking system in India; (b)
the causal inference of merger on the financial performance of PSBs in India; and (c)
understanding the challenges in the merger in Indian banking sector and the learning

therefrom through a case study approach.

The first objective of investigating the impact of mergers of PSBs on the overall
financial stability of the banking system in India is empirically evaluated using both
qualitative as well as quantitative information. Using factor analysis, a new index,
CAMELSS, has been created. The index is developed in three stages to capture the
financial stability of the banking system. It is seen that the new index is more robust in
comparison to the existing index available in the literature, as the new index has not
only considered an additional parameter ‘size’ that has high significance in merger but
also identified the best suited variables for components of the index. The stability of the
banking system measured via the CAMELSS index for the five PSBs, all PSBs and all
scheduled commercial banks (SCB) have improved in post-merger period compared to
pre-merger. This leads to the conclusion that mergers have improved the financial

stability of the banking system in India.

The second objective of investigating the causal inference of mergers on the financial
performance of PSBs in India is conducted through the application of synthetic control
methods in evaluating the effect of intervention in comparative case studies. Deploying
balanced panel data on quarterly frequency from March 2010 to March 2024, i.e., 41
quarters of pretreatment for all banks except Bank of Baroda (37) and 16 quarters of
post treatment period for all banks (for Bank of Baroda - 20 quarters) for the analysis,
the study finds that merger has significant positive impacts on financial performance
of the banks. The sensitivity of the results is validated using both in-time as well as in-
place placebo effect, and leave-one-out analysis, further establishing robustness of the

output.
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The final objective of understanding the challenges confronted during the mega merger
exercise in Indian banking in the fiscal year 2019-20 and 2020-21 and the learning
therefrom, is studied via a case study approach. The merger was meticulously executed
by the respective banks, ensuring seamless banking services to customers of the merged
entities. This involved, inter alia, harmonizing, and standardizing products, processes,
IT integration, and aligning human resources. Following the case study approach, the
Jjourney of merger is documented in this chapter, covering the road map, challenges
encountered, strategies to overcome those challenges, unforeseen issues post-merger,
and valuable learnings for the future. Given the nature of the problem, the study has

deployed exploratory case study approach.

Overall, the result from the thesis has important implications for understanding the

consolidation of banking sector in India.

Keywords: Asset Quality; Merger; Bank; Profitability;, Capital Adequacy; Financial
Inclusion; Efficiency, Stability;, Management, Synthetic Control; Factor Analysis
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Y YT BT dg faxig g9 2019-20 3R 2020-21 & R YR s
# gu gifern faeg €, 9 U@ geg iR uvmet SfdT SRIER &1 Jo oA
¥ forg grdefAe &3 & Re d@1 (feydh) &1 g e uh 98 dF 991U
U ) 39 fif A Syaed U § dF Sfl-3feiT 3R fafdy UeR &
32} & ARl & ®; (b) WRd # afh yumelt Y gwy filg RRrar ®
diowd & faeg &1 uvmE; (@) YRd H ditge & o sr-fFeaes wR o
H PROY YHIE; R () YR ofhT &5 & faaqa & gHifaal & aue
R Y WS & W I I IR

YRd # dfch1 gonel & 99 fadiia fRRar ® fiegdt & faaqa & guE &t
S HRA BT U8l I TOMAS 3R AETHASG aHl a1 BT YA B
YIS ¥ ¥ Tl T g1 HRE [ARAW (Factor Analysis) &1 SUTNT
b, U 1 AP, HTUHSTATHTH (CAMELSS), SR TR gl ofcs
gue &1 fadiia fRRAT & &R FH & U YEdbie &1 39 o § TR
fpan T §1 T8 @1 T § T T GEeie Aied § Sucs el gudid
B g § e Jeg 8, Fife N Yadbi H 7 had T 3AfdRkad AFES
“HR’ (Size), oH1 faqa § oafdid HWed 8, W foar far g, sifiq,
qadhid & "ged! & (oY Faifds Suged &R & i siftfafga fear gl
Hrorsuauauy YEeie & A ¥ U diegs & fau SfdT vomet @t
fRRrar arft 78, foeu-yd srafy @t g & faaaiwig it dioget ok @aft
Sgfed Aoy df (TEiish) & guR gen ©1 s99 F8 Ay P 8
for faeg ¥ URa & &fdh vomelt &t foxfg fRRar # gur gor g

HRd # diugel & e &1 390 foxiia srd-FeeT w® U8 yve & oi"
PR D GW I Bl JOTHD HY Tel H &y & YHd I gadidd
& o HHAA AU (Synthetic Control) UGfAdl & TN & H1EHH F I
forar mar 81 A 2010 ¥ AR 2024 d@, srufq, fazawwr & fow §% e
geial (37) Pl BSHR It d&1 & o gEivaR &t 41 famrgt iR ot d&
(& 3ffF Feter 20 famh) & fu ITERRE 16 faaE! &t safyy, fammg
YR W Idferd 99a STer &1 N s 39 st ¥ g8 urn
g fr dof & fadily s-FeE R o &1 Tgayyl YeRES guE IeT

g1 39 gRumHl &t Y= & AT 3R ”IF aFf & U UHE (in-
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time as well as in-place placebo effect) 3R fig-g7-3m3e fazamm (leave-

one-out analysis) &1 IYTNT Fb TG fHar 7 §, S Ufdwd &1 Tgdl
RUd ST 5

faxfia af 2019-20 3R 2020-21 # YRA fFT & ggd faea s & SREA
oY 318 FHIfAAl &1 JHgH 3R I ARaA &1 3ifar Iew »g Tl =B &
ATeH 3§ 31eaa fhar o e ] | 39 faag &1 Tefd d&i gR1 T sW-eadl &
a1y fopartaa foear mar g, forod faafia dwureh & ues! & gEe dfd
o gAY P TS &1 SHH, 3T 91Al & A1Y-TTY, IS, Ulcharal, smec
A BT THIHRUN 3R AFGIHRU qdl G TG &1 gl MHd
gl P TSl WP B U g 39 A H fqq & aen & yafed
forar o B, o s AU, I $1 T8 gAdl, 99 gAfadl § UR UM @t
o, faaRid sirafRg ama 8k yiasy & fo Hewyel 79 wnftra
g TAT P UPHfd B ¢Wd U 39 AL H ¥l H9 TSl VDI Bl
ffafora forar mar g

$d faee, i & gkome &1 YRd 7 dfhTT &8 & JHE &) 0 & fou
ERCPUREIEIRES
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