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Abstract 

A merger refers to a concurrence in which two companies move towards to shape a particular 
company. In other words, a merger is the grouping of multiple organisations into one lawful 
business unit. The grouping of the two or more companies involves the relocation of 
possession, mainly by means of a share transfer or a cash payment between the two 
companies. Mostly, it is seen that, both companies sell their shares and issue new shares as a 
novel company. According to the government-approved amalgamation project, the merger of 
Vijaya Bank and Dena Bank with Bank of Baroda took place on April 1, 2019. These three 
banks were owned by the government and the amalgamation of these banks will create one of 
the largest banks in India. The main aim of the study is to study the increased market scope 
and operational efficiency of the Bank of Baroda after its merger with the two other banks. 
The study also looks into market extension made possible by the bank after its merger with 

Bank of Baroda and also how far the weaker bank among the three, Dena Bank has benefitted 
or not benefitted because of the merger. 
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INTRODUCTION 

Vijaya Bank has been a public sector bank with a corporate headquarters in Bengaluru, 
Karnataka, India. It was one of India's nationalised banks. The bank provided customers a 
broad variety of financial products and services across its various distribution channels. The 
bank had a network of 2031 branches throughout the country as of March 2017 and more 
than 4000 customer contact points including 2001 ATMs . 
Dena Bank was established by the Devkaran Nanjee family on 26 May1938, under the name 
Devkaran Nanjee Banking Company. It adopted its current name, Dena (Devkaran Nanjee) 
Bank, when it was incorporated in December 1939 as a public company. In July 1969 the 
Government of India, along with thirteen other major banks, nationalized Dena Bank.  
 
Bank of Baroda is a global Indian banking and financial services firm that operates in the 
public sector. It is India's second-largest public-sector bank after merger. The Maharaja of 
Baroda, Maharaja Sayajirao Gaekwad III, established the bank in the Principal State of 
Baroda, Gujarat, on 20 July 1908. The Indian government nationalized the region, along with 
13 other major commercial banks of the Country. After Bank of Baroda's merger with Dena 
Bank and Vijaya Bank, its shares have become a hot pick for the investors. Post the merger, 
the banks have a network of close to 9500 branches and approximately 13000 ATMs across 
India. Not only this, BoB has become second largest public sector Bank in the country and 
third largest bank after State Bank of India and ICICI Bank. 
 
 
OBJECTIVES OF THE STUDY 
 
The following are the objectives of the study:- 

1. To identify the strength and competitiveness of the bank after amalgamation. 

2. To identify the increase in the market reach and operational efficiency of the bank. 

3. To study about the lending capacity of the bank after amalgamation. 

SIGNIFICANCE OF STUDY 

The study throws light into knowing the market extension of the bank. Bank of Baroda is 
strong in western and northern India while Dena Bank has a larger base in Gujarat and 
Maharashtra and Mangalore-based Vijaya Bank has a presence in south India. Hence both the 

North as well as South premises which was under Dena and Vijaya Bank is now owned by 
Bank of Baroda Bank. This should actually help the bank in improving its customer base and 
have a larger access to the areas both in North as well as in Southern regions. Among the 
merged banks, Dena bank is the weakest bank. The study also brings to light if Dena Bank 
can bring changes in their NPA and CRAR figures. 

SCOPE OF THE STUDY 

This study” Merger of Vijaya Bank and Dena Bank with Bank of Baroda” is a study which 

focuses on the effect of merger of banks with Bank of Baroda.The merger was important on 
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many grounds, especially since both the banks had a major shareholding in two major areas 
i,e North and the South.But the focus of the study is mainly extended  to two areas. First,it 
focuses on the reforms made by the government to enhance the performance of PSB and 
second, to study about the Narasimha Committee 2(1998) which was followed by 
government for this amalgamation. 

LIMITATIONS OF THE STUDY 

The study was limited to Dena Bank, Vijaya Bank and Bank of Baroda. 

Study was limited to secondary sources. 

Difficulty in getting source of data. 

 

RESEARCH METHODOLOGY 

DATA COLLECTION 

Secondary data was used for the purpose of the study. Derived data was collected from 
sources such as journals, internet etc. Most of the research is based on internet and newspaper 
sources. 

 

LITERATURE REVIEW 

David C Wheelock, Paul W Wilson (2003), discovered that since 1984, the number of U.S. 
commercial banks has decreased by about 40 percent, first and foremost by mergers of in 
clover entities. The entertainment of legal obstacles to branching has enabled this 
consolidation, but the detailed description of banks concerned in mergers replicate the 
regulatory procedure and market arrangement, as well as the bank's own . 
 

Michael Koetter (2008) conducted a study on German banks that have skilled a gesture of 
mergers since the early 1990s. However, the accomplishment of bank mergers remains an 
ongoing dispute. This article proposes a taxonomy to appraise post-merger presentation based 
on cost-benefit competence .It recognize triumphant mergers as those that at the same time 

meet two criteria. First, merged institutes must have above-average competence levels for 
non-merging banks. Second, banks must show competence changes flanked by the merger 
and the evaluation year on changes in the convenience of non-merge banks. It assesses post-
merger performance up to 11 years after mergers and links it to the reassign of competences, 
the adequacy of the merger of troubled banks and the role of geographical distance. 
Approximately one in two mergers is a achievement in terms of CE or PE. The border of 
success in EC terms is incomplete, as efficiency gaps sandwiched between merged and 
unmerged banks are in the order of 1 and 2 percentage points. The show of the MOU is 
slightly higher. More importantly, mergers in meticulous give confidence the alteration of the 
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EP, indicating persistent improvements in bank mergers to perk up the ability to generate 
profits. 

 

Barbara Cerasi (2019) has planned a new test to measure the collision of horizontal mergers 
on competition in the banking sector. The criterion is calculated to apply ex ante to potential 
mergers, while being data sensitive, as it only uses branch in sequence in local markets. The 
test is a hypothetical exercise based on a two-stage model in which banks struggle in 
branches and interest rates and requires comparing the approximate degree of opposition in 
the status quo, where banks' branch networks are actually the ones experiential , with a 
hypothetical situation, in which the branch network of the innovative entity is the sum of the 
branches of the banks participating in the horizontal merger. The statistical dissimilarity 
between the two estimated competition measures quantifies the impact of the merger. We 
apply our test to French and Italian mergers. 

Jens Hagendorff, Kevin Keasey (2009), conducted a post-merger strategy and presentation 
study by providing evidence from the U.S. and European banking sectors. The banking sector 
has one of the most vigorous markets for mergers and acquisitions. However, modest is 
known about the type of operational strategies adopted by banking companies in the years 
following an agreement. For a illustration of bidding banks in the United States and Europe, 
this study compares the design and performance implication of different post-merger 
strategies in the two geographic regions. Using accounting information, we make obvious 
that European banks are implementing a cost-cutting strategy by increasing efficiency levels 
with unmerged banks and reducing both labor and lending costs. U.S. banks, on the other 
hand, generate interest and other income in the post-merger period. 

Elena Carletti, Philipp Hartmann, Giancarlo Spagnolo (2007), explained the collision of bank 
mergers on lending competition, formality assets and global liquidity. A merger alters the 

allotment of liquidity shocks and creates an internal money market, leading to more precise 
financial savings and estimates of liquidity requirements. Merged banks can amplify their 
reserves through an internalization effect or decrease them due to a diversification effect. The 
merger also affects competition in the lending market, which in turn changes the division of 
the size of banks and general liquidity requirements. Mergers between large banks tend to 
enlarge the overall need for liquidity and, therefore, public liquidity provision through the 
central bank's monetary operations. 

Heather Montgomery, Yuki Takahashi (2017), studies the effects of bank mergers on 
corporate clients. An extensive range of data detailing corporate indebtedness of individual 
banks helps monitor the effects of demand to cut off the effect of bank mergers on credit 
supply. It also examines the impact of bank mergers on other corporate outcomes (total 
indebtedness growth, default and investment distance). An announcement of a merger by a 
company's main bank leads to a contraction in the bank's credit offering, which is merging. 
Companies cannot compensate for the reduction in the main bank's credit supply, so overall 
borrowing also decreases. 
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Atul Gupta, Lalatendu Misra (2007), studied the shock of management motivations: the 
dimension of the agreement, the premium of the offer and the profits in bank mergers. The 
ratio of increasing merger earnings, relative size, and proposal premiums was plasticized to 
be asymmetrical between mergers made by managers who charge and managers reduce 
value. They used a big sample of bank mergers to test these forecasts and found that the 
response to the worth of the various explanatory variables is asymmetrical. Their results 
provide new information on how the market evaluates merger offers. 

Ganesh Kumar Nidugala (2017) said the dubious asset crisis (AFN) in Indian public sector 
banks is one of the biggest challenges facing the current government in 2017. The Ministry of 
Finance, the Indian government and the central bank, the Reserve Bank of India, are 
concerned about the increase in access points in Indian public sector banks due to their huge 
macroeconomic impact and systemic risk to the system Financial. Failure to pay in due 
course can hamper the nation's economic and financial stability. The augment in MPAs in 
Indian public sector banks is the result of banking, macroeconomic and political factors. In 
order to control the rise in Indian public sector banks, the government and the Reserve Bank 
of India have launched a new crisis management framework that is not immune to several 
challenges. This document examines the MPA crisis from the perspective of crisis 

management, stakeholder engagement, government relations and problem management. 
Harris and Fleisher (2016) identify crisis management, stakeholder engagement, government 
relations, and problem management as important organizational activities that are part of 
public affairs. This document follows a tripartite structure in which it examines for the first 
time the causes of APs in Indian public sector banks. Second, it examines the crisis 
management framework developed by policy makers and highlights key challenges. Third, in 
light of these challenges, it makes recommendations to address the CRISIS of MPA in Indian 
public sector banks. 

Michael Shearn (2012), in order to achieve greater growth and profits, many management 
teams see mergers and acquisitions as a sure way to expand their business empires. They are 
often willing to pay any price to secure a short-term victory. Mergers and acquisitions can 
pose serious risks to a company, as poorly executed or rebellious mergers and acquisitions 
are one of the fastest ways for a company to destroy value. This chapter explains how, as an 
investor, mergers and acquisitions can be evaluated and how to determine whether a 

company's Merger and amalgamation activities create or destroy value. Understand how 
management makes merger and acquisition decisions is essential. One way to evaluate M-A 
activity is to understand the motivation of management. Another is to assess whether past 
acquisitions have been successful or not; this will provide an overview of the fundamentals of 
management for making acquisitions. Therefore, it is possible to predict whether future 
Merger and amalgamation;A decisions will add value to the business and, therefore, whether 
that business is a worthwhile investment or not. 

Ludivine Chalencon (2017) conducted a literature review on environmental changes and the 
performance of mergers and acquisitions. It focuses on internal and external reasons why 
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companies conduct mergers and acquisitions. It also focuses on research that has attempted to 
evaluate and explain the performance of mergers and acquisitions. The determinants of 
mergers and acquisitions can come from intrinsic or extrinsic business dynamics. To better 
understand them, the chapter mobilizes the perspectives of the industrial economy, 
information efficiency, and organizational financing. In the field of financial research, the 
study of mergers and acquisitions aimed at increasing or maintaining the market power of 
companies was conducted mainly through case studies and events. The chapter details 
thcontributions of information efficiency theory and provides an overview of how financial 
markets work and the importance of information. 

Chris M. Mellen, Frank C. Evans (2012), found that the main reason for acquiring or merging 
with another company is to produce improved cash flow or reduce risk faster or at a lower 
cost than achieving the same goal at Internal. Therefore, the purpose of any acquisition is to 
create a strategic advantage by paying the target a lower price than the total resources 
required for the internal development of a similar strategic position. The planning process 
identifies the strategy behind the combinations and the expected benefits of the combinations. 
The success of buyers and sellers in negotiating an agreement depends on understanding the 
transaction from the other party's point of view. To do this, we must recognize their financial, 
strategic and personal motivations and the process they go through in the negotiation. This 
chapter describes the steps a seller must take before a transaction takes and focuses on the 
seller's and buyer's motivations, strategy, and sales process, and explains the reasons for the 
failure of mergers and acquisitions. 

 

DATA ANALYSIS AND INTERPRETATION 

Comparison of balance sheet of banks from the year 2014-18 
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INTERPRETATION  

 In every year Bank of Baroda has a good financial position and the bank faces some 

difficulty in maintaining the position in the year 2015, but its financial position is 
increased from the year 2016 and during the year 2018 it has its highest amounts. 

 Vijaya Bank also has a good financial position and the bank tries to increase its 
position in the following years mentioned in the graph. Both Bank of Baroda & 
Vijaya Bank are well performing Banks. 

 While looking at the financial position of Dena bank, it is decreasing from the year 
2016. Here Dena Bank is treated as a weak bank. 
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 Comparison of Profit & Loss of the Banks from the year 2014-18
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INTERPRETATION  

 The Profit & Loss A/c of Bank of Baroda shows that it earned Net Profit only in the 
year 2014, in the year 2015 it earned a net loss of R.s 20909 crore. In the year 2016 
the BoB earns Net Loss which is lesser than the previous year and in the next two 
year the Net Loss is increasing at first and it is decreasing again. 

 The Dena Bank earns Net Profit of R.s 551 cr. and R.s 265 in the year 2014 & 2015 
and it earns Net Loss in rest of the years, so it is considered as a underperformed bank 

 Vijaya Bank is the only Bank which earns Net Profit in all of the years. It has the net 
profit at an increasing rate up to year 2017 and in the year 2018 the Bank earns a Net 
Profit of R.s 727 cr. 
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 Comparisons of cash flows of the banks from the year 2014-18 
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INTERPRETATION  

 In the year 2014 the cash flow statement shows a Net increase in cash & cash 
equivalents of R.s 17475 cr., in the very next year it shows a decrease in cash flow 
statement and amounts to R.s 14452 crore. In the year 2016 Net cash flow amounts to 
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R.s 16569 cr., while the cash flow statement shows a decrease in cash & cash 
equivalents for the year 2017 and 2018. 

 The cash flow statement of Dena Bank shows an increase in cash flow statement at 
the beginning and it shows decrease in the second year. In the year 2016 Dena Bank 
has the lowest cash/cash equivalents. 

 Vijaya Bank shows increasing cash or cash equivalents only in the year 2014 and its 
is decreasing in the rest of the years. 

 The well performing banks (Bob, Vijaya) has the highest Finished product compared 
to Dena Bank. 

 There is a strong presence of Bank of Baroda in the Northern and Western India so 
that it is able to sell more of their products, while Mangalore based Vijaya Bank has 
presence in South India which and Dena Bank which is able to sell their products in 
Gujarat and Maharashtra 

 

CONCLUSION 

The study states that merger, was a good step for debt redden bank like Dena bank. It 
consolidates human resource and assets which deliver profitable business in terms of products 
and services. In India it reduces bad loans and form new lending policies. The large bank can 
penetrate business to rural as well as urban areas. The important thing is that lending large 
corporate will be done in systematic manner. The assets and values and interest rate must be 
calculated by different methods, a bank must not rely on a single one.The government’s move 
to merge two better performing banks – Bank of Baroda and Vijaya Bank – with a weak one 
– Dena Bank – is a good strategy to ensure stability of both, operations and the credit profile 
of the consolidated entity. The success of the three-way merger will be crucial as it will pave 
the revival path for other weak state-owned banks through mergers. Moreover, the merger 

will reduce the capital burden for the government over the long term, and enable better 
management of a smaller set of large nationalized banks. The ability to manage potential 
challenges in terms of balance sheet, people and processes and their impact on growth and 
operating metrics over the medium term will determine the success of future mergers. 

Merging state-owned banks is lot more challenging given the integration-related issues, 
especially regarding human resources and operations. If this merger is executed well it can 
set the path for future mergers among PSU banks which will strengthen the banking sector in 
the country. 
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