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                                             ABSTRACT   
The reforms in the Banking Sector were done in two phases. The first phase of the reform focused on improving the 
policy framework, institutional framework and financial health. Policy Framework improvement which included 
deregulation of interest rates, reducing the Cash Reserve Ratio to the initial standard, phasing out Statutory Liquidity 
Ratio, widening the scope of priority sector lending by linking the lending rates to the size of advances. Institutional 
Framework improvement: this focused on recapitalization, strengthening the supervisory system and creating a 
competitive environment. To improve the financial soundness of the banking sector certain prudent norms were 
prescribed and steps were taken to re-duct the proportion of NPAs. 
 

INTRODUCTION 
Economic liberalisation and growing trend towards globalisation (external liberalisation), various banking sector 

reforms have been introduced in India to improve the operation efficiency and upgrade the health and financial 

soundness of banks so that Indian banks can meet internationally accepted standards of performance. In review of 

literatures, Mergers in India all in all have encountered an expanded number in different sectors particularly after the 

New Economic Policy in the year 1991 which has opened the entryways for worldwide markets. Banking Sector in 

India has seen numerous Mergers during the years for different reasons, for example, Restructuring of Weak Banks; 

Economies of Scale; Expansion of Market; Business Consolidation and so forth. Investigating the historical backdrop 

of Mergers in Banking Sector in India, at first they have occurred as a measure to ensure the premiums of the clients 

of the powerless banks yet in this manner a couple of Mergers additionally have happen intentionally in the Post 

Liberalization Period between different banks for a few reasons. 

 

Increase market rivalry: Innovation of new money related items and combination of provincial budgetary framework 

are the purposes behind merger. Markets created and turned out to be progressively serious and in light of this piece 

of the overall industry of all individual firm decreased so mergers and securing began. Economies of scale: Capability 

of creating economies of scale when firms are combined. Transfer of aptitude happens between two association 

happens which encourages them to improve and turn out to be progressively serious. Technology, New administrations 

and Products: Introduction of e-banking and some money related instruments/Derivatives. Expulsion of passage 

boundary opened the entryway for new manages an account with high innovation and old banks can't contend with 

them so they choose to combine.  

 

1. Reforms in the banking sector: This introduced on the basis of the recommendations of different committees: 

• The first Narasimhan Committee (1991), 

• The Verma Committee – 1996 

• The Khan Committee – 1997 

• The Second Narasimhan Committee – 1998. 

• Raghu Ram Ranjan Committee 

The reforms in the Banking Sector were done in two phases. The first phase of the reform focused on improving the 

policy framework, institutional framework and financial health. 

 

Policy Framework improvement – this included deregulation of interest rates, reducing the Cash Reserve Ratio to the 

initial standard, phasing out Statutory Liquidity Ratio, widening the scope of priority sector lending by linking the 
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lending rates to the size of advances. Institutional Framework improvement: this focused on recapitalization, 

strengthening the supervisory system and creating a competitive environment. To improve the financial soundness of 

the banking sector certain prudent norms were prescribed and steps were taken to re-duct the proportion of NPAs.  

 

The Second Phase of the banking sector reforms concentrates on reinforcing the very foundation of the banking system 

by rehabilitating the structure of the banking industry, development of human resources, and technological 

enhancements. 

 

2. Reports  and Recommendations of Committee 

2.1.1    Narasimhan Committee 

The Narsimhan Committee, to record a report with respect to the changes in the Indian Banking Sector, was set up in 

the long stretch of December, 1997. It presented a report with the accompanying recommendations, on April 23, 1998.  

• It worried on the utilization of merger of banks, to improve size just as operational quality for every one of the 

banks.  

• It made a proposal for the merger of the huge banks in India, with an endeavor to make them more grounded, 

so they stand compelling fine in universal exchange.  

• It suggested accelerating of computerization in the Public Sector Banks.  

• It set up that the legitimate structure must be reinforced, so as to focus using credit card recuperation.  

• It recommended that there be 2 to 3 banks in India that be situated globally, 8-10 national banks and an immense 

system of neighbourhood banks to enable the framework to arrive at the remote corners of India.  

• It lay focused on that bank mergers must occur among substances of comparable size. This infers feeble banks 

converge with the powerless ones while enormous keeps money with the bigger and serious ones.  

• It additionally proposed the imprisonment of nearby banking system to the limits of states or a couple of locale.  

• Evaluation of the way of staffing, preparing process and the remuneration arrangement of PSU Banks.  

• It expressed that the improvement in banking danger can be coordinated and likened to increment in capital 

sufficiency.  

• Suggested the audit of the RBI Act, the Nationalization Act, Banking Regulation Act, just as the SBI Act.  

• It worried on professionalization of banking sheets.  

•  

2.2 Raghu RamRajan Committee 

Raghuram Rajan contributed a visitor segment, in the period of April 2009, for The Economist, and it was in this 

section, he suggested an administrative framework, which may lessen blast bust money related cycles. His proposals 

for the banking part in India were –  

• India is an immense country in itself, thus, given this reality, it is for all intents and purposes difficult to control 

the progression of capital and in this way, and the economy will consistently be questionable and unstable.  

• In request to form into huge banks, it is necessitated that a passage point be offered in the framework, which 

can be utilized by the bodies.  

• Technological advances may help in developing little banks and diminish the expenses of operation.  

• Encouragement must be given to the expert markets, going all out.  

• Underperforming PSU's were proposed to be sold.  

• Markets to be prohibited, so as to decrease or take out formation of smallest vulnerability among the 

speculators.  

• The guideline of exchange to be brought heavily influenced by SEBI (Securities and Exchange Board of India).  

• He likewise proposed a liberal viewpoint towards merger of banks and takeovers.  

 

Encouragement ought to be given to support in the local market by the remote firms. Must intend to make such a 

situation for the financial specialists, which has high extension for development and is tolerating towards the 

equivalent. The RBI offered three options to banks to restructure bad debts Debt Recovery Tribunals (DRTs), 

Settlement Advisory Committees (SACs); and Recapitalizations from the Government. Guidelines on SACs were 

revised in July 2002 to provide a uniform, simplified, non-discriminatory and non-discretionary mechanism for the 

recovery of the stock of NPAs of all banks. 
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CONCLUSION  
The Indian economy, which is one of the quickest developing economies in the world, is ready to keep up its driving 

situation, notwithstanding the worldwide budgetary emergency and financial lull. India has figured out how to beat 

the worldwide budgetary disturbance because of sound guideline, judicious monetary oversight and proactive 

strategies of Merger in banking sector. Henceforth, the push ought to be on improving danger the executive’s abilities, 

corporate administration and vital business arranging. In the short run, endeavour alternatives like re-appropriating, 

vital unions, and so forth can be thought of. Banks need to exploit this quick evolving condition, where item life cycles 

are short, an ideal opportunity to showcase is basic and first mover bit of leeway could be a conclusive factor in 

choosing who wins in future. Simultaneously, absence of size ought not to be taken to suggest immateriality as specific 

players can in any case try to give specialty and boutique administrations. 
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