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Structure of Financial Institutions in India 
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New private sector banks have gained significant share …
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Private sector banks have been more profitable, with superior asset quality …
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… partly due to mix of businesses while maintaining operational efficiency 

Intermediation cost
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How did this happen?
Five key drivers of success of new private sector banks
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Operational efficiency increasingly achieved through centralisation of processes 

Banking activities

• Demand Draft / Pay Order issues

• Account opening

• Inward clearing queries

• Cash reconciliation

• Payment of branch bills

• Outward clearing data entry and verification

• Internal transfers processing

• Printing bulk Demand Drafts and Pay Orders

• System related activities, e.g. commissions 
and charges

• Tax Deduction at Source (TDS) certificates

• Select Inter Branch Reconciliation (IBR)

transactions

• Processing select customer requests, e.g. 
ATM cards, PIN mailers 

Degree of centralization in early years
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Note: Most of the charts ain this and following slide re indicative
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