
Cabinetgivesin-principleapprovalforPublicSectorBankstoamalgamate
throughanAlternativeMechanism (AM) 

TheUnionCabinetchairedbythePrimeMinisterShriNarendraModihas
given in-principle approvalforPublic SectorBanks to amalgamate through an
AlternativeMechanism (AM). Thedecisionwouldfacilitateconsolidationamongthe
NationalisedBankstocreatestrongandcompetitivebanks. 

 
Salientfeatures:
 
            ThesalientfeaturesoftheapprovalFrameworkforConsolidationofPublic
SectorBanksareasfollows:
 

         Thedecisionregardingcreatingstrongandcompetitivebankswouldbe

solelybasedoncommercialconsiderations.
         Theproposalmuststartfrom theBoardsofBanks.

         Theproposalsreceivedfrom Banksforin-principleapprovaltoformulate

schemesofamalgamationshallbeplacedbeforetheAlternativeMechanism
(AM).

         Afterin-principleapproval,theBankswilltakestepsinaccordancewithlaw

andSEBI’srequirements.
         ThefinalschemewillbenotifiedbyCentralGovernmentinconsultationwith

theReserveBankofIndia.
 
Background:
 

In1991,itwassuggestedthatIndiashouldhavefewerbutstrongerPublic
SectorBanks.However,itwasonlyinMay2016thateffectiveactiontoconsolidate
publicsectorbanksbegantobetakenbyannouncingamalgamationofsixbanks
intotheStatebankofIndia.Themergerwascompletedinrecordtime,unlikeearlier
mergersofStateBanksofIndoreandSaurashtra.
 

SBIisnowasinglebankwithabout24000branches,over59000ATMs,6lakh
POSmachinesandover50,000businesscorrespondents,whichserveallpartsof
thecountry,includingfarflungareas.Indeed70%ofSBI’snetworkliesinruraland
semiurbanareas.Inthatsense,thebankservestouniteIndiathroughauniform
bankingculture.Italsohasasignificantinternationalpresence,andisoneofthe
largestglobalbanks.Itssize,financialstrengthandoutreachhavemadeitpossible
forcustomersto accessaworldwidenetworkofbranchesacrossalltimezones,as



wellastoaverywidevarietyofbankingproductsandsuperiortechnology.Loansto
thesmallbusinessmanorwomanandtotheKrishakhavebecomecheaperasSBI
offersthelowestlendingrates. Morethan8.6lakhmerchantshavebeenonboardon
BHIM Aadhaar,BharatQRandPOS,increasingthedigitalbankingfootprint.SBIhas
successfullyraisedRs.15,000croreQIP.
 

Therearenow 20PSBsotherthanSBI.Thebankingscenariohaschanged
since1970/80whenbankswerenationalised,withanincreasedbankingpresence
from PrivateSectorBanks,non-bankingFinancialCompanies,RegionalRuralBanks,
PaymentBanksandSmallFinanceBanks.Thedecisionisexpectedtofacilitatethe
creationofstrongandcompetitivebanksinpublicsectorspacetomeetthecredit
needs ofa growing economy,absorb shocks and have the capacityto raise
resourceswithoutdependingundulyonthestateexchequer.
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