ISSN : 2454-2415 Vol 6, Issue 10, October, 2018 DOI 11 25835/1J1K -289 www doie.org

Performance of Indian banks in the post-reform period:
an analysis of efficiency of Public sector banks

Shumila Cheshti*
Research Scholar, Department of Economics, AMU

Aligarh

- 202002 (UP)

Email: shumila 101 @gmail com

Phone: 843-972-

2693

| Abstract

Fanancinl soctor plays an important nole in the growth and
devielopment of an economy by seting sy the bridge
betwieen the ultmnte savors and the borrowers. Like other
oconomies, Indian linancial sector o i dominated by the
binks, Among the banks it's always been the public sector
| banks which have overtopped the banking industey in
India. This has been partly because of India bemng on the
path of development and banks beng used for s
mtwinment, In the Pre-Reform period (balire 1992) banks
s rned with thie high SLR, CRR. disected eredit and
prionity sector lending. This led 1o the sharp decline i the
' | profitability and efficiency and hence, the bunks remained
- stagnant Reforms were underaken in 1992, 1o liberalise
A | the sndasiry by dismantling of divectied aredit programme
i 1o sbne extent, decrease in statutory ratios, libernl entey
(AR o the domestic wnd loreign private banks, exposure of the
i banks te non-traditional sctvition ole, The sector hos been

Il derogulated in & phased minner mther in one go. Singe,
' ] hank efficiency s the most essentnl parameter of the
pertormance of banks: it would be insighiiul i eX uene

| whether the Reforms inproved the elficiency of Indin
| bisnks during the postrefonm period. Indian banking bang
I eavily dosomated by the Public sector, the paper analysen
| the Technical and Cost efficiency of the public sector
|" |||I ||hlﬁkllihhﬁl 1992 to 2014 wssng DEA. In this period, it way
|||| (ot ghe ovirll wehmienl eMicieney declined on
rm I ceount of the soale inefliciency and there was only
J r il Hmmu in tlw cost eilivieney owing o e high
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structure and requirement of a developing economy.
The mcreased prospect of public sector banks
indentifies  uself, with the problems and
rr:hpunallulltlm for making banking an instrument
in bringing abouwt social and economic
transformation of a developing country. Social
responsibilitics  have  undergone  far-reaching
changes. Banks have become the prime movers and
pace sctters for the achievements of socio-economic
objective of the country.

There are number of reasons responsible for
financial chaos in the commercial banks, which for
a long penod of time had been affecting the overall
business and carning capacity of the banks. For
example the high rate of 38.5 % statutory liquidity
ratio (S.L.R) and cash reserve ratio (C.R.R) as high
as 15% in the past to a large extent reduced the
business capacity of the commercial banks. Apart
from this banks were further rcquimd to invest 10
percent of total demand and time lisbilitics
accumulated in the banking system during a specific
peniod, s impound reserve.  The statutory
provisions left the banks with only 36.5 percent of
aggregate deposit 1o look imo the interest of other
competing sector. Because of these mvm-nmu,
banks earned very little rate of interest, which led to
poor profit earnings by the banks.

The public sector banks have also been in i
i shares, debentures and bonds ofgﬁvemumm B
Quisi- government bodies. The poor performance of
several mlp-nmium and delay in pajrmm of Inmi'
lq:,r tly:m her affected earning capacit

unks. These investments not only
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