Shot on moto gb2 5G
30 Jul 2023, 2:32 pm




MAH MULAD3051/2012 ﬁ;#_ﬂ s TP Jan. To March 2023]
ISSN: 2319 9318 peer-Reviewed Anternational Journal lssue-45, Vol-02

MAH/MUL/ 03051/2012 ISSN :2319 9318

Jan To March 2023
Issue 45, Vol-02

Date of Publication
01Jan. 2023

Editor
Dr. Bapu g. Gholap
(M.A.Mar.& Pol.Sci.,B.Ed.Ph.D.NET.)

Rretfren w2y Stel, srchtfen shifty ottt
e orh o, arferfen e o
ﬁﬂ&mgﬁaﬂﬁ.sﬁﬁsaﬂe&uﬂﬂaﬁﬁﬁaﬁ

~TETeHT SATATE et

L
- ’.-

wm.mwmmwmmmﬁwi
G, HEE, HUew HeRd STEdieT 3| ATl BUEEE RIS

(1

“printed by: Harshwardhan Publication put.Ltd. Published by Ghodke Archana
Rajendra & Printed & published at Harshwardhan Publication Pvt.Ltd. At.Post.
Limbaganesh Dist,Beed -431122 (Maharashtra) and Editor Dr. Gholap Bapu Ganpat.

At Post Limbaganesh, Tq.Dist.Beed
Pin-431126 (Maharashtra) Cell:07588057685,09850203285
harshwardhanpubli@gmail com, vidyawarta@gmail.com
al & Relerence Book Publisher & Distributors www.vidyawarta.com

r,;ﬁ‘i;j?@ﬁrshwardhan Publication Pvt.Ltd.

All Types Education



MAH MULD3051/2012
ISSN: 2319 9318
-___-_._-_._- .

B=

peer-Reviewe

Banking Mergers in India:
A systematic review study to
unravel complexities

Minakshi Nag
Research Scholar,
Khwaja Moinuddin Chishti Language
University, Lucknow

Dr. Mahrukh Mirza
Professor,
Khwaja Moinuddin Chishti Language
University, Lucknow

—_—olsicidelololoioiol,

Abstract
The society of competitive pressure is
like a bush where beasts devour weaker groups,
and thus one must be proficient enough to come
out on top the feud. All through the decades,
the Indian economy has undergone radical trans-
formation. It is regarded for the tenacity it has,
where it faced constant variations over the years,
global bouts of depression, and present govern-
ment reforms. The Indian banking sector pos-
sesses its own worldwide recognition, In India,
with the long list of public banks, Mergers ara
an ideal strategy. It will aid the banking sector
toenhance its effectiveness and client-customer
relations through branch networking, lesser de-
;._'-nsits and a_‘ffiliates.The recent mergers in the
banhngsectar sparked this review article on
bank mergers. The purpose of the research pa-
w&mm into motivators of ba nking inst;.

.;;M?ﬁgfl;rmer['Eﬁilﬂngwith a focus on the |n-

dian banking i stry. Extensiy :
ey anking industry, € research gn
:E: :referfm [post-lfbmlf_zatien} is being con-
nal.':rt:;ial. this PUrpose. In addition to the fi-
wl aspects, this article rajges SOMe ques-

1 S I M-
d nter_na_llnnal Journz e and researchers regarding.
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| schc ; Nl
e m;:esnurces. This article paves the way
Human

for future research on MErgers and acquisitions
ortutu ; .
from a different point of view.

Introduction
Mergers an

apopular trend int

d acquisitions have become
he India where a large num-
ber of public, private an_d ther bar;]ks are s
'The primary motivation fortt e same is
Neilved. ! age of economies of scale.
to receive the advantage ot .
have played a crucial role in the evoly-
Mergers 3 i [
tion of industrial sector in India since the Sec-
ond World War. The external enwmnme.nt Et?n--
ditions during the Second Wr:rrld. ‘uj'u'gr give rise
to efficacious mergers and acquisitions. It can
be a strongsource of expansion for the economy
especially in one that is stagnant & fraught with
uncertainty.It can primarily be used to widen an
organisation, improve profitability, and safe-
guard a company from going bankrupt. These
mergers and acquisitions are company-saving
techniques. Mergers and acquisitions are the
pinnacle of business transformation. There is
no other event that is as complex and compli-
cated as a merger and acquisition. It has be-
come a routine part of life, and mostly strate-
gists are accustomed to it and became the
means of survival in the competitive environ-
ment. A merger necessitates exceptional orga-
nizational survey and abilities. EmpluyEEf&*'
lated issues are exacerbated many times over

by the interruption, strain, anxiety, and compro- ‘

have evidenced to be 5 n P -

MEega mergerin 2
solidated into four,

Overview of Indian Banking
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o planted in the 80's, with setting up of

eral Bank of India (1786) and the Bank

getan (1790). Subsequently, many more

~re ostablished under the British East

mpany, including the Bank of Bengal,

hay. and Madras. In 1921, they merged to

ot nn;n*nal Bank of India which later be-

e the State Bank of India {SB1). Other banks

-h as Bank of India, Bank of Baroda, Canara

nank, Corporation Bank, Indian Bank, and Cen-

vral Bank of India were formed between 1906

and 1911 which are still surviving.Pre-liberal-

ization and Post-liberalization are the two era’s

that Indian Banking Industry witnessed. The

Government nationalized 14 large commercial

hanks in 1969, during pre-liberalization. In 1980,

¢ix more commercial banks were nationalized

-+ 3 second round. The stated purpose of na-

tionalization was to give the federal government

hetter control over consumer lending. The gov-

ernment later merged New Bank of India with

punjab National Bank in 1993, whichlowered the

~umber of nationalized banks to 19.Along with

india’s economy expanding quickly, the govern-

ment bank, private bank, and foreign banks

made significant contributions to that growth.

The effects of globalization on Indian banking

have resulted in numerous structural and regu-

latory changes. This industry has used a wide

range of strategies to remain effective and domi-

nate the global scene in response to the chang-

ing environment. Merger and acquisition is one
such consolidation-related strategy.

Due to their increased exposure to do-
mestic and international competition alongwith
recent reforms, Indian banks have begun to re-
structure themselves around the primary busi-
ness through merger.

Literature Review

According to Lahoti (2016), mergers are
crucial strategic decisions that help any com-
pany grow externally and give it a competitive
advantage. In today’s global scenario, mergers
are used more frequently to boosting competi-
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tiveness by |nc.rﬂasing' market share of a com-
pany, diversifying its portfolio for eliminating
risk, market and product expansions, taking ad-
vantage of economies of scale, etc.

Jayadev and Sensarma (2007) focused
on managers and shareholders when analyzing
some crucial issues surrounding banking con-
solidation in India. According to the study, nel-
ther of the twao parties in merger gets benefit-
ted from forced mergers.

Researcher Rhoades (1998) compiled in
his study nine case studies from 9 authors on
the efficiency effects of bank merger. The merg-
ers appeared to have a competent option of im-
proving the efficiency. In other words, they typi-
cally involved fairly sizable banks with signifi-
cant market overlap, and the majority of them
took place in the early 90s, when efficiency in
banking firms was attaining a lot of momentum.
In line with the projections, all the mergers pro-
duced sizable cost reductions. Five out of the
nine mergers failed to increase cost efficiency,
compared to four that did. According to
Humphrey et.al (2006) studies, consolidation
happens primarily because of innovationsin the
area of finance and technology which changed
the banking firms’ functions.In order for bank-
ing and other financial institutions to fully ben-
efit from the evolved processes and advance-
ments, financial deregulation was required at
large. According to Sergioet. al. (2008), between
1995 and 2001, the banking institutions under-
went a lot of mergers as a result of deregula-
tion and technical advancement. They used
multinomial analysis to draw conclusions about
the traits of financial institutions in continental
Europe and found that the main consideration
in mergers is the size of the firm. In their study,
DeYoung (2009) reviewed that the de-regulation
changes had made it possible for banking and
financial companies to develop thmugt_'t l:nEf_E-
ers into new horizons.In their article, Caﬁphaﬂ
a1 (2010) analyzed the motivations behind Mere-

N CEZDm wicasdpinary Muliingual Refereed Journal (IERasi

ers as well as success factors, including t_:_m
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A ant correlations

findings showed some sighific _
between employee perceptions of practices and
proceduresat branch and customer perceptions
of services offered at branch. Schneider&Bowen
(1985) discovered a strong correlation between
customers’ attitudes toward service and em-
ployee perception of human resources practices
in the bank branch. In his article, Mylonakis
(2006) examined how employees view bank
mergers and anticipate its due impact on their
work life balance. The findings demonstrated
that employee view mergers as legitimate and
essential entrepreneurial activities supporting
improved, high-quality banking services as a
personal threat The type of the merger also af-
fects employee perception, as discovered in a
study of 109 people and employees are less
satisfied in the collaborative merger than In the
m'sl?n merger, according to Wickramasinghe
imr';;’“m? of two banks of Sr| Lanka,
arch revealed that age, followed by

gender and then marital status are the factors

. ce !

It can be observed fromth
that the major work done on marg:r:iti:ﬁ:;:
mﬁuuﬂtm and financial elements, Deyes
;m ) fmstigaml Merger as a value creation
% egy and efficiency gains ag an explanation
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mergetshas affected staff and stnpltyass,
sddition to this, some effarts have bean (s
ta research how customers are affscied
mergers, It frequently has af opposite te it
an behavior of the employes, leading 16 faducsd
productivity, increased abserasisen, n Fiorae
and un-satisfaction at workplace. It agipears that
top management’s capatity 1o win ovef
mermbers i a critical elernant influencing the
suctess of actuisitions Panwar (2011) edame
ined recant merger trends in banking insttutiong
from India, from the peint of view of two pae
ties: stock-holders & managers, The conciusion
demonstrates that mergers i banks afe (&
stricted to harmonization and weak garty (&
sy v e ow o
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e relevant lopics were comprehen
, analyred and studied
L anale behind Ranking Mergers
arbak Brock (2011) identified the fol
o plements as the main contributors for
aprs deCISION:

1. Market Leadership - By BIVING the combined
ity access to more market resources, /L can
Ay immilet chareholders'wealth for the TWo. i

business can afford to control prices more el
inctively as its market chare grows, which boosts
profitability
3 piversified growth- A merger can be used to
Erow quickly (size, share, product wise) rather
than EOINE through the time- and resource-in-
|ensive procedure of internal development of
diversification. Through a merger, the company
could quickly accomplish the same goal. Addi-
rionally, itis cost friendly than the other options
of building the capacity and capabilities.

3, synergistic Effect: This is a situation where

2 merged entity is more impactful than the to-

15| of its component parts. It alludes to advan-

tages besides those brought about by econa-
mies of scale. One kind of synergy benefit is
operating economies.

4 Recent studies have shown that merger and
acquisition activity in the banking industry, if
permitted in 3 closed controlled environment,
would significantly lower the risk of bankruptcy
for the new entity.

5, Economies of Scale- Through mergers, the
banking firms are able to significantly expand
their operations while significantly cutting
costs.This type of merger also has the impor-
tant benefit of reducing competition in the bank-
ing sector because it eradicates competitors
from the market.

6. Economies of Scale- The option 10 expand
both product and market ways along with cross-
selling, would enhance income and profits which
may lead 1o more geographic expansion.

7. Strategic Integration- The new entity can op-
erate in the cost-effective manner by taking into

framamat H

account the i pmplementary nature 0 tﬁﬂ?ﬁ
nesses of both the rompanies, in terms ol their
individual strengths, geographies, and clients.
Ihe merger also allows for the optirmum usage
of manufacturing setup, infrastructure assets,
including utility services and other on-site
amenities

Mega Bank Mergers

An anchor bank and a merging bank or
banks are involved ina merger, where the latter
merges with the farmer.

1. After the State Bank of india, Punjab
National Bank after acquiringOriental Rank of
commerce and United pank of India, will be-
come India’s 2™ largest lender (in busingss
terms).

2, Canara Bank will absorb Syndicate
Bank,

3, Andhra Bank and Corporation Bank
combined with Union gank of India, and

4. Allahabad Bank joined indian Bank.

5. Bank of Baroda merged with Vijaya
Bank and Dena Bank.

With this, there are only be 12 public sector
banks in India.

List of Merged and Independent Public Banks
six Merged Banks

5ix Independent Banks

1. SBI (State Bank of India),

indian Overseas Bank,

2. Bank of Baroda

UCO Bank

3. Canara Bank

Bank of Maharashtra

4. Union Bank of India

punjab and Sind Bank

5, Indian Bank

gank of India

6. Punjab National Bank (PNB)

Central Bank of india

Benefits of Merger for Banks

« Lower operating costs: By lowering deposit
rates, a merger with a larger bank will aid in
boosting banks' margins. A bigger organisation
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g malntaln capital ad-

. into larger ones

yraise m-tmtwes and cor-
with less risk.

ce management: Hu-

managed effectively,

rkfarce lntegratmﬂ g centralized

m, pay scale uniformity, a"d.Em-

licy umfurmww, among other things,

L (L LR Ani

with better wo
transfer system
ployment po
Consolidatmn
also improving

bad loans.
» Greater international recognition of Indian

panking: Indian panks will be rated more highly
and receive greater international recognition. An
internationally acclaimed competitive bank hav-
ing economies of scale can be developed as a
result of the consolidation, which will also make
it possible to realize numerous synergies.

« Infrastructure consolidation: By eliminating
ineffective competition and reducing pape .
ant:l delegatmn a ::entralmed managemm.'

will boost capital efficiency while
banks' ability tO recover rising
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| p:_‘it«lll‘u’i EFFECTS

ne ctrength of the system in pi articular is
..... ipated to increase as aresult of the merger
« to the size of each business entity

. M.m-.,- r_rrgnm?almn.:l positions will be elimi

nated, saving the cost for the new entity.

. New entity will be infused with new energy

and ideas. To improve employee comfort and
gnjoyment at work, better systems may also be
.mplemenled.

« Following mergers, the bargaining power of
hank employees will increase and be more ap-
parent. Future bank employees may anticipate
better pay and working conditions.

« Fewer banks will be available to customers,
but those banks will offer them a greater vari-
ety of products at lower prices.

Il. NEGATIVE EFFECTS

« Because different institutions have different
priorities, goals, and business strategies, their
merger would cause confusion regarding their
primary goal.

« The vulnerabilities of the smaller banks might
be carried over to the larger banks, which would
reduce their effectiveness.

* Organizational cultures will clash as a result
of mergers. There will also be conflicts in deci-
sion making.

* People working in the larger bank will attempt
to dominate those of the smaller bank. There-
fore, in the new, combined entity, the employ-

_ees of smaller bank are ill-treated,
* Customers have no input into choosing the
‘name o ﬂwhank that will merge with their cur-
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* The choice of distressed bank 1o mpf?:t‘l;
larger and stronger bank must be made affer
due diigence and effective groupmg of banks
ic of utmost importance, for the same.
» An acquiring bank is not allowed to try o cons
trol or take over the acguired bank. It is impor-
tant to combine the pasitive aspects of the two
banks befare they merge so as to instill belief
among the parties and create better cutcomes
» Employees will need to go through sporadic
training programmes to become comfortable
with the technology, processes involved, and
ideologies of the new surroundings.
e The management must have a strong strat-
egy in place for this and set aside a sizeable
budgetary allocation for it.
= For the mergers to produce the desired results,
there must be deliberate and organizzd efforts
to combine the various organizational cultures.
Conclusion
In terms of combining the accounts, -
frastructure, management, marketing strategies,
etc. of merging banks, it is 3 grueling and com-
plicated process. To accomplish the merging
process, a lot of resilience will be required. Sven
though this is a good idea for effective gover
nance in light of the aforementioned facts, con-
solidating banks won't be successful until struc-
tural and institutional governance-reifated issues
are addressed. Our study revealed that small
and local banks struggle to deal with the effects
of the world economy; as a result, they require
assistance, which is one of the possible reasons
for merger. Private banks often uses merger a3
a strategical tool to widen their prospects.There
aretonne of untapped prospects in rural india
that has not been tapped by the dominant banks
yeL. It improves their customer base, market
share, and networks across geographic bound-
aries. When the information about the merger
is made public, any action by the object results
in reactions on the other hand. As a result, 3
gfm kwﬁ m hu! aulﬁdi!
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