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Abstract: Merger and acquisition is considered as a popular strategy of corporate restructuring in the present scenario. The merger 

of five associate banks with SBI is considered as phenomenal in the history of banking sector. Two years have been elapsed since 

Merger. However, the financial performance of SBI after merger has not yielded the expected results. This paper makes an 

attempt to present the trends in the performance of SBI after Merger. 

 

Index Terms - Merger and acquisition, Financial Performance, SBI and Associate banks.  

I. INTRODUCTION 

1.1 Mergers and acquisition 

Mergers and acquisitions (M&A) refer to as consolidation of companies. Mergers is the combination of two companies to form 

one, but, Acquisitions is one company taking over the other. Mergers and acquisitions are considered as the popular ways of 

corporate restructuring. Since a decade the number of mergers and acquisitions have become phenomenal in India. 

Advantages of merger:  

Wealth maximization 

Economies of Scale 

Increase in market share 

Tax considerations 

In some situations, mergers may also fail. Some of reasons for failure of merger and acquisition are discussed in this context. 

Cultural differences of organizations 

Lack of genuine intention 

Fear of loss of identity 

Lack of transparency among top level executives 

Lack of professional approach in handling the issue of restructuring 

Despite the above stated issues relating to mergers and acquisitions, it is considered as the most preferable approach in the business 

scenario. 

 

1.2 Profile of SBI 

The History of State Bank of India goes back to the first decade of the 19th century. During the pre-independence period, there 

were three presidency banks at Kolkata, Mumbai and Chennai. These banks were merged and an imperial bank was constituted. 

SBI came in to existence after passing the SBI ACT. The SBI took over the imperial bank. In the present scenario, SBI is 

recognised as one of the major banks in the Indian banking sector in terms of it,s commercial operations, size. SBI is playing a 

significant role in the development of Indian economy. In the year 2017, SBI witnessed mile stone in its development by acquiring 

the five associate banks .It is considered as a largest consolidation in the history of banking sector. 

The five associate banks which were merged with SBI are mentioned here. 

State Bank of Bikaner and Jaipur (SBBJ) 

State Bank of Mysore (SBM),  

State Bank of Travancore (SBT) 

State Bank of Patiala (SBP) and    

State Bank of Hyderabad (SBH)  

 

1.3 Reasons for Merger 

Economic experts have attributed some of the reasons for merger of associate banks with SBI. Such reasons are highlighted in this 

context 

To avoid competition among the Public-sector banks 

To successfully face the competition from private and foreign banks 

To strengthen the capital structure of SBI and position SBI as a global leader 
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II. REVIEW OF LITERATURE  

     1.Robert.D. Hirich and Michael P.Peters in their work Entrepreneurship published by TATA MC Graw-Hill 2002 have stated 

that Merger is a transaction which involves two or more companies join together. It is considered as a method of expanding the 

venture. It is used as a popular strategy for  survival and also for growth. 

2.Dr. Kapil Choudhary and Rakesh   in their article Impact of merger and acquisition published in  Intercontinental journal of 

Finance Research Review ISSN:2321-0354 - Online ISSN:2347-1654 - Print - impact factor:1.552 volume 4, issue 9, September 

2016, have stated that  corporate restructuring is considered as an important strategic tool I India and also across the globe. 

3.Elvis Picardo in his article in  Inveso Pedia 2018 on Impact Of merger has stated that a corporate merger can have a profound 

effect on the growth of a company. It can even transform the existing company. But at the same time, merger and acquisition can 

also have considerable risk. 

4.Honey Gupta in her article on impact of merger of SBI and associate banks published in Zenith International Journal of 

Multidisciplinary approach, ISSN 2231-5780, 2018 have stated that Globalization of the economy has witnessed increased 

competition in all the areas including banking sector. In the last two decades banks have adopted a policy of corporate restructuring 

like merger and acquisition.  Various parameters like investment ratios, management efficiency ratios, debt coverage ratios, 

leverage ratios, profitability ratios and 

Profit and loss account ratios are used for analysing the financial position of organization in the post- merger situation. 

III. DESIGN OF THE STUDY 

     The type of study undertaken in this context can be considered as an explanatory or descriptive study which tries to analyse the 

trend in the growth of SBI in the post merger situation. 

 

3.1Statement of the problem  

            Merger and acquisitions are considered as strategic decisions for expansion and corporate restructuring. In most of the 

situations, mergers and acquisitions   are fruitful for the expansion of the organization. But in some situations, Merger and 

Acquisitions may also fail. The study is taken up to understand the trends in the growth of SBI in the post merger situation. 

 

3.2 Significance of the study 

          The study is significant from the Social and Economic View point of Indian scenario. 

The five associate banks which were merged with SBI raised a lot of resentment and criticisms. 

The rule of the Government clearly stated that the officers of associate banks would continue to be the employees of SBI. This 

situation created identity crisis for employees. The general public and the customers of associate banks also raised criticisms. A 

strong justification was made by the government that merger and acquisition is aimed at making SBI a global leader. 

Two financial years have been completed after merger and acquisition. Hence an attempt is made in this study to understand the 

trends in the growth of SBI after merger and acquisition. 

 

3.3 Objectives of the study 

         1. To analyse the reasons for merger 

         2. To understand the trends in the growth of SBI after merger 

         3. To analyse the future of SBI growth based on the trends 

 
3.4 Hypothesis 

        Hypothesis 1: 

                                Null hypothesis H0: Merger and acquisition has no impact on capital liabilities of SBI. 

                                Alternative Hypothesis: H1: Merger and acquisition has increased the capital liabilities. 

        Hypothesis 2: 

                               Null hypothesis H0: Merger and acquisition has no impact on assets of SBI. 

                              Alternative Hypothesis: H1: Merger and acquisition has increased the assets. 
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IV. DATA ANALYSIS 

Table-1: Performance of SBI in 2018-2019 

 

 
Interpretation: The above table signifies that there is an increase in reserves and surplus and deposits and borrowings in the 

financial year 2017-18 when compared with the previous year. 

 

Graph-1 (Capitals & liabilities) 

 
 

 

Inference: It can be inferred that there is an increase in reserves and surplus and deposits   after merger. 
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Graph-2 (Assets) 

 
 

Inference: It can be inferred that there is an increase in investments and advances after merger. 

Table-2 

 
Graph-3 

 
 

Interpretation: The above graph indicates that the flow of credit to agriculture in the year 2015 was 102%, followed by an 

increase of 114%, 132% and 158% in the subsequent financial years 2016, 2017 and 2018 respectively. 

Inference: There is an increase in flow of credit to agriculture.  
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             Table 3 

 
Graph-4 

 

Inference: There is an increase in the sanctioned amount of project finance in the year 2017.  Also, there is an increase in Project 

Debt and Syndication amount in the year 2018. 
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Table 4 

 
Interpretation: Since the year 2008, there is an increase in the capital and reserves. 

Inference: Since 10 years there is a constant increase in capital and reserves. 

Testing of hypothesis: 

Hypothesis 1: The objective of Hypothesis 1 is to test the hypothesis 
2 2:

0 21
H    vs 

2 2:
1 21

H   , where  
2
1

 and 
2
2

  denote 

the population variances of capital liabilities for years 2017 and 2018 respectively. The test is to reject the null hypothesis if 

1, 1
F F

n n


 
, where 

1, 1
F

n n 
is found from F distribution table with (n-1, n-1) degrees of freedom and the statistic F is calculated 

using the formula 

2
1
2
2

S
F

S
   where 

2
1

s and 
2
2

s denote the sample variances of capital liabilities for the years 2017 and 2018 

respectively. From Table 1, 
2
1

s =1.89074x1020 and   
2
2

s =2.55651x1020. Also, n=5.  Hence, F is obtained as F=0.7395. From F 

table, 
,4,4

F


=6.3882. Since
,4,4

F F


 , the null hypothesis is rejected and alternative hypothesis is accepted at 5% significance 

level. Thus, it can be concluded that the Merger and acquisition has increased the capital liabilities. 
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Hypothesis 2: The objective of Hypothesis 2 is to test the hypothesis 2 2:
0 21

H    vs 2 2:
1 21

H   , where  
2
1

 and 
2
2

  denote 

the population variances of assets for years 2017 and 2018 respectively. The test is to reject the null hypothesis if 
1, 1

F F
n n


 

, 

where 
1, 1

F
n n 

is found from F distribution table with (n-1, n-1) degrees of freedom and the statistic F is calculated using the 

formula 

2
1
2
2

S
F

S
   where 

2
1

s and 
2
2

s denote the sample variances of assets for the years 2017 and 2018 respectively. From Table 1, 

2
1

s =3.75706x1019 and   
2
2

s =5.91541x1019. Also, n=6.  Hence, F is obtained as F=0.635131. From F table, 
,4,4

F


=5.0503. 

Since
,4,4

F F


 , the null hypothesis is rejected and alternative hypothesis is accepted at 5% significance level. Thus, it can be 

concluded that the Merger and acquisition has increased assets. 

 

V. FINDINGS, SUGGESTIONS AND CONCLUSION 

5.1 Findings 

       1. There is an increase in reserves and surplus after merger. 

       2. There is an increase in flow of agricultural credit after merger 

       3. Fluctuations are noticed  in  the area of project finance 

       4. Merger and acquisition has increased the NPA 

 

5.2 Suggestions 

      1. SBI has to further consolidate and strengthen its operations. 

      2. SBI can continue to adopt some of the good policies followed by associate banks 

      3. They have to focus on commercial loans in order to reduce NPA At present SBI is focusing on personal and home loans only. 

      4. They have to reorganize the internal organizational in order to improve the efficiency in their operations. 

      5. Proper policies have to be developed by SBI for strengthening the project finance sanction 

 

5.3 Conclusion 

       The merger of associate banks with SBI took place with effect from April1st 2017.Two financial years have been completed 

since merger. The merger of associate banks with SBI is considered as the biggest consolidation in the history of Indian banking 

sector. However, the objective of merger to make SBI a global leader is yet to be achieved. Turbulence is found in the financial 

performance after merger. Expected results are not yet achieved in the span of two years. In the coming years SBI has to 

consolidate the expertise of associate banks strengthen  it’s financial  performance. 
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