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Abstract
Indian banking industry underwent significant
reforms over the last decades. These reforms were
introduced to make Indian banking industry globally competitive in the context of globalization.
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efficiently
allocating
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forWork,
productive
purposes. The Indian financial system comprising
the commercial banks, the financial institutions
and the capital markets has undergone a very rapid
transformation in the past three decades. The
committee on financial system, well known as the
Narasimham Committee set up in 1991, to
recommend measures for bringing about necessary
reforms in the financial sector, did acknowledge
the spectacular success of the public sector banks
since the major banks were nationalized on 19th
July, 1969. But for twenty years after the
nationalization, spectacular development was
witnessed only in the spread of branch network
of banks, mobilization of savings and in creating
employment opportunities for half a million
persons, rather than in the improvement of services
198
to the customers. Further, the viability of a number
of public sector banks became a matter of great
concern. The systematic and effective supervision
and regulation of the banking and non banking
financial systems did not keep pace with the
developments in these areas. Hence, the

1991, 1991-2000 and since 2000. This
classification is justified because in the first phase
we experienced the challenges of the Indian
banking sector prior to nationalization. In the
second phase the banking sector made remarkable
progress, but its efficiency, cost and sustainability
was doubtful. In the third phase, the Indian
banking industry underwent through reforms
process, still its efficiency, spread and cost are to
be evaluated. In the final phase, since 2000, the
banking sector became technology savvy and its
implications and consequences are also to be
examined.
Trends prior to nationalization: One of the
major problems of the banking industry prior to
nationalization was the high urban concentration.
Considering the period 1950-68, it is worked out
that nearly 76 per cent bank branches were
concentrated in urban areas. This high
concentration in urban areas led to neglect of
agriculture sector. In the pre nationalization era,
of the total bank credit, only 11 per cent was
disbursed for agriculture. Correspondingly, the
share for rural development was also very low,
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alike, there are several problems that will occurred in an organization, it is the same in this
banking industry underwent significant reforms over the last decades. These reforms were
bankIndian
as well.

introduced to make Indian banking industry globally competitive in the context of globalization.
These reforms brought many achievements and also raised sufficient concerns. The interplay
The case is analyzed through organizational behavior perspectives namely, culture,
between policy and regulatory interventions and management strategies will determine the
emotions
and moods, teams.
performance of Indian banking over the next few years. Legislative actions will shape the regulatory
stance through six key elements; industry structure and sector consolidation, freedom to deploy
Introduction
to the coverage,
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capital, regulatory
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and support for creating industry utilities and service bureaus.
ABC Bank is a leading government bank in Sri Lanka, established with the objective
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of improving the living standards of the rural masses by providing them accessible and
affordable credit/loan facilities which contribute to strengthen the rural economy and the
lives of the rural people. The focus of the bank is ‘barefoot banking concept’, where the
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all the branches are connected together thorough a network which costs about 30 million
rupees. This core banking system will enhance the transaction facilities of the customers
where
they can access to their accounts in any branch within the country and customers can
Abstract
debit money through an automated teller machine with debit cards.
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installation. This recruitment procedure conducted more carefully by identifying academic,
professional qualifications and with vast area of experience in installing such a big system.
Also they have promoted two chief managers in the ITThe
department,
two management
rationaleplaced
of the reforms:
Introduction
trainees, five banking assistants within the bank to the IT department and recruited two
the rationale of the reforms,
The who
banking
sector
plays a crucial
role
in the to helpWhile
trainees
have
IT knowledge
from
outside
in thediscussing
installation.

it is appropriate to split the Indian banking sector
economic development of a nation. An efficient,
intostrength
four phases,
1950-1968,
1968effective,
vibrant
and
innovative
banking
stimulates
As the corporate management of the bank wasperformance
satisfied with
of the
team, the
1991, 1991-2000 and since 2000. This
economic
growth
by
mobilizing
savings
and
by
core banking system installation was started. It was a task with a huge risk as the migration
classification is justified because in the first phase
funds for productive
ofefficiently
the data toallocating
a new network
amalgamated withwe
a wide
range of secret information. If
experienced the challenges of the Indian
purposes. The Indian financial system comprising
there an error occurred during system migration,banking
the risksector
of corrupting
the data can be
prior to nationalization.
In the
the commercial banks, the financial institutions
encountered
which
is
a
huge
risk.
In
addition
the
system
worth
30
million
rupees,
which
second phase the banking sector
made remarkable
and the capital markets has undergone a very rapid
cost
a huge amount
of past
money.
Sodecades.
that the The
team had
to put but
their
effort
success
in
progress,
its fullest
efficiency,
costtoand
sustainability
transformation
in the
three
installing
new coresystem,
banking
system.
was doubtful. In the third phase, the Indian
committeethis
on financial
well
known as the
banking industry underwent through reforms
Narasimham Committee set up in 1991, to
process,
its efficiency,
cost are to
But whilemeasures
the wayfor
ofbringing
installing
thenecessary
system, some
issuesstill
were
coming inspread
to theand
surface.
recommend
about
evaluated.
phase,interviews.
since 2000, the
People
had
started
to show
their
colors, whichbenot
showed In
in the
thefinal
selection
reforms
in the
financial
sector,
didtrue
acknowledge
banking for
sector
becamehappen/done
technology savvy
and its
the spectacular
of the
public
sector
banks
The
DGM was success
a person
who
never
takes
responsibility
anything
in the
th
implications
and
consequences
are
also
since
the
major
banks
were
nationalized
on
19
department and he was the sole authority to take decision within the department. No memberto be
examined.
1969. But had
for twenty
the
inJuly,
the department
got the years
chanceafter
to suggest
and
they have to listen and accept what
nationalization,
spectacular
development
was
to nationalization:
One of the
the DGM decides. Always he was trying the pass theTrends
bucketprior
to another
person. Although
witnessed only in the spread of branch network
major
problems
of
the
banking
industry
prior to
he was a engineer in the IT field, he doesn’t have much knowledge regarding installation
of banks, mobilization of savings and in creating
nationalization was the high urban concentration.
employment opportunities for half a million
Considering the period 1950-68, it is worked out
persons, rather than in the improvement of services
200 that nearly 76 per cent bank branches were
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Also there was no any system to focus and measure the employees performance in the IT
department and there were only focusing on implementing the processes. As this was a
government bank, the structure was rigid and burocratic, the DGM was using his legitimate
power,
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were not able to install the system successfully and lost 30 million rupees which was a huge
loss.
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Indian banking industry underwent significant reforms over the last decades. These reforms were
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dominant culture and a sub culture where dominant
Key Words:
Reforms,
Regulatory,have
Interventions
culture expresses its core values and the majority of members share those values, and sub
cultures tend to develop to reflect common problems or experiences members face in the
same department or location. In a strong culture, the organization’s core values are both
The rationale of the reforms:
Introduction
intensely held and widely shared. The more the members accept the core values the greater
While discussing
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rewarding
and
for unethical
is more
important
is banking
that the industry
employees
problems
of the
prior to
of banks, mobilization of savings and in creating
nationalization was the high urban concentration.
employment opportunities for half a million
Considering the period 1950-68, it is worked out
persons, rather than in the improvement of services
203 that nearly 76 per cent bank branches were
to the customers. Further, the viability of a number
concentrated in urban areas. This high
of public sector banks became a matter of great
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concern. The systematic and effective supervision
agriculture sector. In the pre nationalization era,
and regulation of the banking and non banking
of the total bank credit, only 11 per cent was
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When an organization creates a positive ethical culture within the organization,
the employees will be motivates and also be satisfied consequently enhance their job
performance.
Abstract
Indian banking industry underwent significant reforms over the last decades. These reforms were
introduced to make Indian banking industry globally competitive in the context of globalization.
reforms
brought many
achievements
and building
also raised
Therewards
interplay
AThese
positive
organizational
culture
emphasized
onsufficient
employeeconcerns.
strengths,
between policy and regulatory interventions and management strategies will determine the
more than it punishes and emphasized the individual growth. To create a positive culture
performance of Indian banking over the next few years. Legislative actions will shape the regulatory
we can Build employee strengths: a positive organizational culture helps the employees
stance through six key elements; industry structure and sector consolidation, freedom to deploy
to capitalize
and discover
their
strengths
by reducing
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Reward
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capital, regulatory
coverage,
corporate
governance,
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and human capital
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thanand
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and Key
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Creating a Positive Organizational Culture

of appraising where employees are more satisfied and Emphasize vitality and growth: a
positive organizational culture helps the employees to contribute to the organizational
effectiveness personally and professionally by recognizing the job as well as the career of
The rationale of the reforms:
Introduction
the employees.
This will enhance the creativity and growth of the employees.

While discussing the rationale of the reforms,
The banking sector plays a crucial role in the
appropriate
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in the
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purposes.
The
Indian
financial
system
comprising
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and the capital markets has undergone a very rapid
and
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transformation in the past three decades. The
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2011).
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the
impact ofmeasures
organization
perceptions
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Heskettspread
(1992)
believe
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that
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Rashid,
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savvy and its
the
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success
of
the
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and Johari (2003) suggest that corporate culture and organization commitment influence
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implications
and
consequences
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also to be
since
the
major
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were
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on
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the organization performance (Khan & Afzal, 2011).
examined.
July, 1969. But for twenty years after the
nationalization, spectacular development was
Trends prior to nationalization: One of the
witnessed only in the spread of branch network
major problems of the banking industry prior to
of banks, mobilization of savings and in creating
nationalization was the high urban concentration.
employment opportunities for half a million
Considering the period 1950-68, it is worked out
persons, rather than in the improvement of services
204 that nearly 76 per cent bank branches were
to the customers. Further, the viability of a number
concentrated in urban areas. This high
of public sector banks became a matter of great
concentration in urban areas led to neglect of
concern. The systematic and effective supervision
agriculture sector. In the pre nationalization era,
and regulation of the banking and non banking
of the total bank credit, only 11 per cent was
financial systems did not keep pace with the
disbursed for agriculture. Correspondingly, the
developments in these areas. Hence, the
share for rural development was also very low,
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Emotions and Moods

BANKING SECTOR REFORMS IN INDIA: A CRITIQUE
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University Regional Centre)
without a specific event acting as a stimulus. Affect is a generic term that covers a broad
range of feelings people experience including emotions and moods (Robbins & Judge,
2013).
Many researchers have agreed on six essential universal emotions, which are anger,
Abstract
fear, sadness, happiness, disgust and surprise.

Indian banking industry underwent significant reforms over the last decades. These reforms were
introduced
Indian banking
industry
globally
competitive
the context of globalization.
There
will tobemake
emotional
dissonance
in every
person
meansininconsistencies
between
These reforms brought many achievements and also raised sufficient concerns. The interplay
the emotions people feel and the emotions they project. Emotion regulation refers to
between policy and regulatory interventions and management strategies will determine the
deliberate
attempts ‘‘to influence which emotions we have, when we have them, and how
performance of Indian banking over the next few years. Legislative actions will shape the regulatory
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aresixexperienced
orindustry
expressed’’
(Gross,
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through
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2012).
and support for creating industry utilities and service bureaus.
So that,
the emotional
takes place
where a situation in which an employee expresses
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organizationally desired emotions during interpersonal transaction at work. Emotion
regulation is viewed as a means of dealing with aversive emotions; people use it to help them
achieve the emotion state they want to feel (Carver &Scheier,
1990) cited in (Niven et al.,
The rationale of the reforms:
Introduction
2012). Emotional Labor is critical to individual and organizational outcomes, ranged from
While discussing
the rationale of
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The banking
plays a crucialwell-being
role in the to customer
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and psychological
service performance,
customer
it
is
appropriate
to
split
the
Indian
banking
sector
economic
development
of
a
nation.
An
efficient,
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and
innovative
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stimulates
2009; Lam and Chen, 2012). Cited in (Kim, 2012).

1991, 1991-2000 and since 2000. This
economic growth by mobilizing savings and by
classification is justified because in the first phase
efficiently
allocating
funds
for
productive
There are several strategies to regulate the emotions.
Automatic emotion regulation (see
we experienced the challenges of the Indian
purposes. The Indian financial system comprising
Ashforth& Humphrey, 1993: genuinely felt emotions;
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In the
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acting)
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on
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inner feelings remain unchanged (Hochschild, 1983) cited in (von Gilsa, Zapf, Ohly,
examined.
July, 1969.
But for twenty
years after the
Trumpold,
& Machowski,
2013).
nationalization, spectacular development was
Trends prior to nationalization: One of the
witnessed only in the spread of branch network
major problems of the banking industry prior to
of banks, mobilization of savings and in creating
nationalization was the high urban concentration.
employment opportunities for half a million
Considering the period 1950-68, it is worked out
persons, rather than in the improvement of services
205 that nearly 76 per cent bank branches were
to the customers. Further, the viability of a number
concentrated in urban areas. This high
of public sector banks became a matter of great
concentration in urban areas led to neglect of
concern. The systematic and effective supervision
agriculture sector. In the pre nationalization era,
and regulation of the banking and non banking
of the total bank credit, only 11 per cent was
financial systems did not keep pace with the
disbursed for agriculture. Correspondingly, the
developments in these areas. Hence, the
share for rural development was also very low,
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ability to manage emotions and influence workplace relationships (Yang and Mossholder,
2004 cited in Self awareness in the fundamental in emotional intelligence. Emotional
Abstractis a person’s ability to identify and perceive emotions in themselves and in
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management strategies will determine the
beenbetween
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capital, regulatory coverage, corporate governance, labour reforms and human capital development,
Work
andTeams
support for creating industry utilities and service bureaus.
Key Words: Reforms, Regulatory, Interventions

literature recognizes that teams increase, at least, employee satisfaction and commitment
to organization (Stewart and Barrick, 2000) cited in ( Piña, Martínez, & Martínez, 2008).
Work group is that interacts primarily to share information and make decisions to help
The rationale ofWork
the reforms:
each Introduction
member perform within his or her area of responsibility.
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coordinated
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a greateroflevel
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in the
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we experienced the challenges of the Indian
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Robbins and Judge (2013) described four common types of teams in an organization.
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Problem solving teams, focusesUniversity
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a problem
and discuss the ways to improve
quality, efficiency and working environment, Cross-functional teams, which employees
from the same hierarchical level but different work areas/functions come together to
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and
Introduction

The rationale of the reforms:

employee satisfaction ( Ulloa & Adams, 2004). Also the organization should provide
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persons, rather than in the improvement of services
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or manage their emotions. Never pay empathy towards others by identifying the others
Abstract
emotions.
Therefore, the members of the bank was frustrated with each other ultimately
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of the
employees.
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banking industry
significant
reforms
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he himself does not take the responsibility or no accountable for the work done in the
department. So, the members don’t feel psychological safe within the department leads
them to work individually and ultimately fail in the goals achievement.
Introduction

Recommendations

The rationale of the reforms:

While discussing the rationale of the reforms,
The banking sector plays a crucial role in the
it
is
to split thethe
Indian
banking sector
economic
development
of
a
nation.
An
efficient,
The ABC management should promote a culture appropriate
where it promotes
mechanisms
performance
into
four
phases,
1950-1968,
1968effective,
vibrant
and
innovative
banking
stimulates
for strengthening the employees with a proper appraising system. Also, they have to
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