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Abstract: Mergers and Acquisitions (M&A) in Indian Public Sector Banks (PSBs) have had a significant contribution in restructuring 

the banking sector. Consolidations aim to enhance financial stability, improve operational efficiency, and boost global competitiveness. 

This study investigates the driving factors behind these consolidations and their economic and operational consequences. Using case 

studies of prominent mergers, such as Punjab National Bank (PNB) with Oriental Bank of Commerce (OBC) and United Bank of India 

(UBI), and Bank of Baroda (BoB) with Vijaya Bank and Dena Bank, the study examines post - merger financial performance. A mixed 

- method research approach is adopted, combining financial ratio analysis, statistical hypothesis testing, and qualitative surveys. Findings 

suggest that while M&As enhance capital strength and efficiency, they pose short - term operational challenges. The study concludes that 

sustained technological investment and workforce training are critical for long - term success.  
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1. Introduction 
 

Indian Public Sector Banks (PSBs) have encountered various 

challenges such as growing Non - Performing Assets (NPAs), 

poor capital adequacy, inefficiencies, and stiff competition. 

To address these challenges, the Indian government and the 

Reserve Bank of India (RBI) have sanctioned several bank 

mergers. These mergers seek to establish more robust 

financial institutions that can fuel economic growth, enhance 

credit access, and compete with international banks.  

 

This study aims to analyze the causes and effects of mergers 

and acquisitions in India's public sector banks, assessing their 

financial and operational impact through case studies and 

statistical evaluation. This study contributes to the ongoing 

discourse on banking consolidation by providing empirical 

evidence on the post - merger performance of Indian PSBs. 

The findings can inform policymakers, banking institutions, 

and financial analysts on the long - term viability of bank 

mergers.  

 

2. Objectives of the Study 
 

1) Examine the Causes Leading to PSB Mergers in India – 

Determine the economic and policy factors compelling 

bank mergers.  

2) Assess the Effects of Bank Mergers – Analyze the 

financial, operational, and economic effects of such 

consolidations.  

3) Test Hypotheses about Merged Banks' Performance – 

Evaluate if the mergers have resulted in improved 

financial performance and operational efficiency.  

4) Report Case Studies of Individual PSB Mergers – Offer 

real - life observations of the results of significant bank 

 

 

 

 

3. Methodology of the Study 
 

This study employs a mixed - method research approach, 

integrating both qualitative and quantitative techniques to 

assess the impact of bank mergers in India.  

1) Research Design 

• Descriptive Research Design: The research portrays the 

trends, patterns, and effects of bank mergers based on 

real - world data and case studies.  

• Exploratory Research Design: The research 

investigates several reasons and effects of mergers in the 

Indian banking industry.  

 

2) Data Collection Methods 

 

Primary Data:  

• Interviews and surveys of banking experts, economists, 

and financial analysts.  

• Standardized questionnaires distributed among 

employees and customers of merged banks to gauge the 

effect on service quality and job satisfaction.  

 

Secondary Data:  

• Government and RBI publications on banking sector 

consolidation and reforms.  

• Financial statements of consolidated banks (PNB, BoB, 

SBI, etc.).  

• Research papers, articles, and books on M&A in banking.  

• News articles and case studies on bank mergers.  

 

3) Sample Selection 

The research is on mergers of public sector banks between 

2017 - 2022.  

Case studies of PNB - OBC - UBI merger and BoB - Dena 

Bank - Vijaya Bank merger were chosen for in - depth 

analysis.  

Financial information between 2018 and 2023 was analyzed 

to determine pre - and post - merger performance.  
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4) Data Analysis Techniques 

• Financial Ratio Analysis: Financial ratios such as 

Return on Assets (ROA), Net Profit Margin, Cost - to - 

Income Ratio, and Capital Adequacy Ratio (CAR) were 

compared.  

• Comparative Analysis: Pre - merger and post - merger 

financial information was compared to analyze the effect 

on profitability and operating efficiency.  

• Statistical Hypothesis Testing: A t - test was conducted 

to determine if the improvements in financial 

performance post - merger were statistically significant.  

• Thematic Analysis: Qualitative responses from surveys 

and interviews were analyzed to identify recurring 

themes regarding employee and customer experiences.  

 

5) Limitations of the Study 

• Limited availability of long - term post - merger data, as 

many mergers are relatively recent.  

• Possible bias in primary data due to personal opinions of 

employees and customers.  

• External influences like economic recessions or 

government decisions could also impact financial 

performance, and hence separating the impact of mergers 

alone would be challenging.  

 

Hypothesis 

 

Null Hypothesis (H₀):  

Mergers and acquisitions of public sector banks do not 

contribute to improved financial performance and operational 

efficiency.  

 

Alternative Hypothesis (H₁):  

Mergers and acquisitions of public sector banks lead to 

improved financial performance and operational efficiency.  

 

Case Studies of Mergers in Public Sector Banks 

 

Case Study 1: PNB Merger with OBC and UBI 

 

Background 

The merger between PNB, OBC, and UBI was announced by 

the Indian government in 2019, which was effective from 

April 1, 2020. The action formed the second - largest PSB in 

India.  

 

Aim of the Merger 

• Sustain PNB's financial condition and raise its asset base.  

• Enhance efficiency in operations by consolidation.  

• Augment availability of credit and technology 

upgradation.  

 

Effect of the Merger 

• Financial Performance: The combined entity initially 

struggled but eventually demonstrated better financial 

health.  

• Technological Integration: IT infrastructure investments 

enhanced digital banking services.  

• Employee Adjustments: Restructuring of the workforce 

created uncertainties, but integration was facilitated 

through training programs.  

• Customer Service: There were initial disruptions, but 

services stabilized in the long run.  

 

Case Study 2: Bank of Baroda (BoB) Merger with Vijaya 

Bank and Dena Bank 

 

Background 

In 2019, Bank of Baroda's merger with Vijaya Bank and Dena 

Bank was announced, creating India's third - largest bank.  

 

Aims of the Merger 

• Improve the financial health of Dena Bank, which was 

placed under RBI's Prompt Corrective Action (PCA).  

• Enhance efficiency and lower operational expenses.  

• Increase credit disbursal and financial inclusion.  

 

Effect of the Merger 

• Increased Asset Base: The merged entity had better 

financials.  

• Operational Efficiency: Lower costs through branch and 

personnel rationalization.  

• Technology Enhancements: Enhanced digital banking 

technology.  

• Customer Migration: Early problems related to migration 

of accounts but enhanced customer experience 

subsequently.  

 

Post - Merger Performance Review 

1) Capital Base: The merged banks had more robust capital 

adequacy as well as improved NPA control.  

2) Operational Efficiency: Elimination of duplicate 

branches and optimization of staff enhanced operational 

efficiency.  

3) Customer Experience: There were short - term 

disruptions but long - term advantages like enhanced 

digital banking services.  

4) Challenges: Employee apprehensions and integration 

challenges continued to be major challenges.  

 

Causes for Mergers and Acquisitions of Indian Public 

Sector Banks 

1) Growing Non - Performing Assets (NPAs) 

Indian PSBs have faced increasing NPAs caused by 

defaults and bad loans, decreasing profitability, and 

impacting the stability of the banking system. Mergers 

consolidate NPAs and facilitate easier management of 

stressed assets.  

2) Requirements of Globally Competent and 

Strengthened Banks 

In order to rival large global banks, India required more 

powerful financial institutions with stronger balance 

sheets. Mergers form banks with the capacity to manage 

high - level domestic and international transactions.  

3) Basel III Norm Compliance 

The Basel III system requires banks to hold enough 

capital buffers. By merging poor banks with sound 

banks, the compliance level for capital adequacy norms 

enhances.  

4) Operating Efficiency and Expense Reduction 

Mergers eliminate duplicated infrastructure, rationalize 

human resources, and enhance cost efficiency through 

the simplification of branches and IT networks.  

5) Government's Consolidation Plan for Banks 

The Indian government undertook a strategic plan for 

consolidation of PSBs with the goal of minimizing weak 
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banks and building stronger institutions to spearhead 

economic growth.  

 

4. Conclusion 
 

Mergers and acquisitions of public sector banks in India have 

been a policy change that has been transformative in its 

attempt to make the banking sector more robust. The findings 

of the research validate the alternative hypothesis (H₁) that 

mergers have translated into better financial performance as 

well as improved operational efficiency. Yet, such advantages 

have posed challenges related to integration complexities, 

manpower cuts, and short - term disruptions.  

 

The success of these mergers in the future relies on sound 

management practices, ongoing investments in technology, 

and employee training initiatives to facilitate a smooth 

transition. Future research should explore long - term 

performance trends of these mergers and assess their broader 

economic implications.  

 

5. Recommendations 
 

1) Better IT Integration: Facilitate smooth technology 

integration to avoid service disruptions.  

2) Employee Training & Support: Introduce skill 

development programs to enable employees to adapt.  

3) Customer Awareness Programs: Educate customers 

about changes in banking processes to avoid 

inconvenience.  

4) Monitoring Post - Merger Performance: Monitor the 

performance of merged banks periodically and rectify 

inefficiencies.  
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