
SEVENTY-FIRS-T gEPORT^ ^

ESTIMATES COMMIT
1988-89)

(EIGHTH LOK SABHA)

MINISTRY OF FINANCE ® 

DEPARTMmr OF ECONOMIC ^ A I R S

(BANKING D IV IS I ^

A ction  Taken bjr G(m ram eiit on the re£ouiui£ndatious contained in the 
Sixty-Fourth Report of Estimates Coinmittep (8th Lok Sabha) on the 
Ministry of Finance DeparlStjent of Economic Affairs (Banking IMrislon) 

Customer Services and Security System in Nationalised Banks.]

Pfesented to L tk  S ib 'u  o i 21th A pril, 1989.

LOK SABHA SECRETARIAT 0
NEW D ELH I

a

April, imiChaitrn, Wll (S).

Brice -  Rs. 3-00.



US! 
2 
6 

12 
12 
13 
14 
15 
18 
26 
45 
eo 
52 

Cl1IIU GSN£J( . -- tt. l"....,~>"' ... - - --- . • _"'''.'''aM_'' .9 Oli .. 

o>rrigenda to Seventy-first Report r,f 
Estimates o>mmi ttee (1988-89) on Customer 
Services & Security System in Nationalised 
Banks. 

~ Line For - -
1.7 4 from below Associate 
1.24 6 (j"lks 
1.47 2 act on 
1.48 2 he 
1.51 6 from below baks 
1.53 last Parlianet 

15 Clid 
17 from below once 

last on 
18 from below basis 

Read 

AS soci stes 
Banks 
action 

the 
banks 

parlianent 
had 

ones 
no 

basic 
15· Gonserv ations observations 
18 thequantcp the qUClitum 



CONTENTS 

Co\ll'OSmON OF THE BSTIMA.TllS COMMtrrBE (1988-89) (iii) 

CoMPOSITION OF THE STUDY Gaoup ON ACfION T "XEN REPoan Of EsTIMATES 

CoMMlTTIlE(1988-89) (v) 

INTIlODUCfION (vii) 

CHAPTEa J Report . 

CHAPTER n 

CHAPYEll III 

CHI\P 1'Illl TV 

C'IAPTJ!R V 

APPBNDIX 

1581 'us119-1 • 

Recommendations/Observations which have been 
accepted by Governnu:nt . 

Recommendations/Observations which the Commit1cl 
do not desire to pursue in view of Govenunent rcpliu. 

Recommendations/Observations in ~  of which 
re"lies of Govcrnment have not bt:cn accepted by tbe 
Committee. 

Recommendations/Observations in respect of which 
finalrcplicsofGovernmcnt are awaited: 

Analysis or Action Taken by Government on the re-
commendations contained in the 64th Report of Esti. 
mates Conunittee (8th Loit. Sabha) 

........ . .. 
" .. .. 

(i) 

15 

41 

46 

54 

55 



ESTIMATES COMMI'ITEE 
(1988-89) 

2. 
3. 

4. 

5. 
6. 

7. 

8. 
9. 

10. 

11. 

12. 

13. 

14. 

CHAIRMAN 

Shri Asutosh Law 

MEMBERS 

Shri Jagdisb Awasthi 

Shri G.M. Banatwalla 

Shri R.M. Bhoye 

Smt. M. Chandrasekhar 

Smt. Chandresh Kumari 

Shri A. Charles 

Shri Narayan Choubey 

Shri Hussain Dalwai 

Prof. Chandra Bhanu Devi 

Shri Janak Raj Gupta 

Shri V.S. Krishna Iyer 

Shri Aslam Sher Khan 

Shri Suresh Kurup 

15. Shri Dharam Pal Singh Malik 

16. Shri Shantaram Naik 

17. Dr. Manoj Pandey 

18. Shri Sriballav Panigrahi 

19. ~l 

20. Shri K. S. Rao 

21. Shri M. Raghuma Reddy 
22. Shri P.M. Sayecd 

23. Dr. B.L. Sbailesh 

24. Shri A.C. Sbanmugam 

25. Shri Rana Vir Singh 

26. .Shri Surendra Pal Singh 

27. Shri N. Sundararaj 

(iii) 



(iv) 

28. Shri 0.0. Swell 
29. Shri Oopala Krishna Thota 
30. Shri Ram Singb Yadav ' 

1. Shri O.L. Batra 
2. Shri R.L.L. Dubey 
3. Shri S.M. Mehta 

, . 
, , 

SECRETARIAT 

-Joint Secretary 
-Director 
-Senior Financial Committee Officer. 



STUDY GROUP ON ACTION TAKEN REPORTS 
OF ESTIMATES COMMITTEE 

(1988-89) 
I. Shri Asutosh Law-Chairman 

2. Shri K.S. Rao-Convener 
3. Shri V.S. Krishna Iyer 

4. Shri Shantaram Naik 

5. Shri A. Charles 

6. Shri P.M. Sayeed 

7. Shri Narayan Choubey 

8. Dr. Manoj Pandey 

9. Shri Ram Singh Yadav. 

(v) 



INTRODUCTION 

I, the Chairman of the Estimates Committee having been autho-
rised by the Committee to submit the Report on their behalf present 
this Seventy-first Report on action taken by Government on the 
recommendations contained in the Sixty-fourth Report of Estimates 
Committee (8th Lok Sabha) on the Ministry of Finance-Depart-
ment of Economic Affairs-Customer Services and Security System in 
Nationalised Banks. 

2. The 64th Report was presented to Lok Sabha on 25th April 
1988. Government furnished their replies indicating action taken 
on the recommendations contained in that Report by 20th December, 
1988. The replies were examined by the Committee at their sitting 
held on 11th April, 89 and the draft Report was adopted by the Com-
mittee on the same date. 

3. The Report has been divided into the following Chapters :-
(i) Report. 

(ii) Recommendations/Observations which have been accepted 
by the Government. 

(iii) Recommendations/Observations which the Committee do 
not desire to pursue in view of Government's replies. 

(iv) Recommendations/Observations in respect of which replies 
of Government have not been accepted by the Committee. 

(v) Recommendations/Observations in respect of which final 
replies of Government are still awaited. 

4. An analysis of action taken by Government on the recom -
mentations contained in 64th Report of Estimates Committee is given 
in Appendix. It would be observed therefrom that out of S8 recom-
mendations made in the Report 41 recommendations i.e. 71 per cent 
have been accepted by the Government and the Committee do not 
desi re to pursue 7 recommendations i.e. 13 per cent in view of Govern-
ment's replies. Replies of Government in respect of 9 recommenda-
tions i.e. 16 per cent have not been accepted by the Committee. Final 
reply in respect of I recommendation i.e. 1 per cent is still awaited. 

NEWDEuu, 
AprU 10, 1989 
Chattra 20, 1911 (S). 

(vii) 

ASUTOSH LAW 
Chairman, 

Estimates Committee 



CHAPTER I 

REPORT 

1. 1 This Report of the Estimates Committee deals with Action 
taken by Government on the recommendations contained in their 
Sixty-Fourth Report (8th Lok Sabha) on Customer Services and 
Security System in Nationalised Banks, which was presented to Lok 
Sabha on 25th April, 1988. 

1.2 Action Taken Notes have been received in respect of all 
the 58 recommendations contained in the Report. 

1.3 Action Taken Notes on the recommendations of the Com-
mittee have been categorised as follows :-

(i) Recommendations/Observations which have been accepted 
by the Government; 

S1. Nos. 1, 5-8, 10-14, 16-23, 25-27, 30-32, 36, 39-49, 51-52, 54 
56-57. 

(Total 41, Chapter Jl) 

(ii) Recommendations/Observations which the Committee do 
not desire to pursue in view of Government's Replies: 

SI. Nos. 2, IS, 28, 29, 33, 37-38. 

~ll 7, Chapter 111) 

(iii) ReconuncndationsjObservalions in respect of which Govern-
ment's Replies have not been accepted by the Committee : 

SI. Nos. 3, 4, 9, 24, 34, 35, 50, 53, 58. 

(Total 9, Chapter IV) 

(iv) Recommendations/Observations in respect of which final 
replies of Government are awaited .-

SI. No. 55 
(Total 1, Chapter V) 

. 1.4 The Committee will now deal with action taken by GOVCTll-
ment on some 01 the r<..'Comnmcdatiol1s. 

~  LSS189-2 
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Vacancies in Boards of Directors 

(Recommend"tion, Sf. No. I, Para 1.19) 

1.5 The Committee had pointed out that during the last 5 years 
vacancies in public sector banks had frequently existed in the offices 
of the Chainnan-cum-Managing Director for periods ranging from 2 
months to one year and 3 months and those of Executive Directors 
for periods ranging from more than 2 months to 4 years and 10 months. 
!twas further pointed out that as on 5th December, 1987 while only 
14 nationalised banks had workman directors, none of the nationalisoo 
banks had non-official/non-workman Directors on its Board. The 
Committee had recommended that the Ministry and other agencies 
involved in appointment of Directors on the Boards of Nationalised 
Banks should do a bit of advance planning, cut red-tape and ensure 
that the PO'its of whole time Directors on these banks were filled on due 
lim: and vacancies did not, in any case, remain unfilled beyond one 
month and that the posts of both Chairman-cum-Managing Director 
and Executive DireCtor in the same bank were at no point of time 
allowed to remain vacant simultaneously. The Conunittec further 
re:;ommended that urg.:nt steps should b.: initiated to appoint workman 
Dircl'tors in the remaining 6 nationalised banks and to appoint Direc-
h./l's represl!nting the interest of workmen employees in all these banks. 

I.G rn their reply the Ministry has stated that it has been the 
endeavour of the Govcrnment to ensure timely dccisions regarding 
appointment of whole timc directors. 1t has also been stated that out 
of 20 l ~  banks the workman-directors are in position in 13 ba-
nb and the position is lying vacant in 7 banks, Regarding appoint-
ment of non-workman employees director, the Ministry has stated 
thal clfnrts arc ~  nude h) exp,,-ditc the judicial consideration or 
issues involv.:d about the manner of their selection. 

1.7 Wb,le the Commtitee are glad to note Government's accept-
ance of their recommendation that top management posts in Nationalised 
Banks sho uld not remain vacant for long periods and the posts of Chair-
man-cum-Managing Director and Executive Director should not be 
allowed to remain vacant simultaneously, the Ministry has not indicated 
the present position of these posts in the 10 Nationalised Banks, State 
Bank of India and its Associate after the presentation of the Report. 
The Committee, therefore, desire that the Government should apprise 
them of the vacancy position of botb of these posts of wbole-time Directors 
In the aforesaid 28 Banks from 1-1-1988 onwards. 

1.8 The Committee further recommended that tbe Ministry should 
make vigorous efforts to fill the vacant posts of Workman Directors and 

non-workmen Directors in all the Nationalised BaDks, State Bank of 

India and its Associates and inform the Committee in due course of latest 
position in this regard also. 
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Restructuring of Branchl's 

(Recommendatioll SI. No.3, Para I .29) 

1 .9 The Committee had observed that there were a number of 
over-banked pockets in a metropolitan/urban areas and public sector 
banks should identify such areas therein and relocate, restructure and 
prune such branches as suggested by the National lnstitllte of Bank 
Managl!ment to improve efficiency as well as customer service in such 
branches. 

1 . 10 The Ministry has stated that the question of closing of 
unviable urban/metropolitan branches or shifting ..~  from over-
banked areas to under-banked/un-banked pockets was considt'red by 
RB[ and the banks Were advised to make a qui..:k review of such bran-
ches in over-banked areas and draw a suitable programme to shift the 
non-viable branches to other under-banked/llnbanked localities. The 
re"ponse rcct)ived from the banks indicates that they are not in favour 
of closing any of the urban/metropolitan loss-making branches at this 
juncture. However the banks have examined the working of such 
branches and. are initiating time-bound action plans to makl' such 
branches viable. It has also been stated that in view of the inconven-
ience that would be caused to the eAisting customers of such ~  

in the event of their closure and other dislocatioos that would be caused 
to the busines .. thereby, RBI is of the view that any altempt to c10sej 
shift the exisring branches to reduce the branch concentration should 
b: considered only as a last resort and on a very selective ~. 

l.ll While the Committee appreciate the Bank's contention that 
closing down of unviable urban/metropolitan branches in over-banked 
areas or shifting them to underbanked-un-banked areas ,,'ould cause 
inconvenience to the customers of such branches and other dislocations 
to tile business, they are of the opinion that such unviable branches In 
over-banked areas are only a drain on banks' precious resources in view 
of their declining profitability daring the last 10-15 years. Moreover. 
the existence of !lOch banks is only at the cost of convenience and facilities 
that could be provided to general public in unbanked/under-banked areas. 
The Committee, therefore, recommend that not withstanding inconven-
ience that may be caused to the culJtomers of such branches at least those 
branches which have no reasonable prospects of substantial improvement 
or attaioing viability in the reasonable future should be closed. They are 
in favour or judicious aod rational review of the problem. It is desirable 
to conduct the review to identify metropolitan/urban areas with over-
banked pGCkets so as to relocate, restructure and prune non-viable branches 
wfth a view to augmenting the overall banking services in the coURtry. 
Tae Cltl'llmittee would like fa be .pprilled of the re!llults of such an exer· 

~. 
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StaJJi"g & Productivity in Banks 

(Recommendation, SI. No.4, Para 1.37) 

1.12 The Committee Wde ;nfonned that :hc productivity norm 
per employee was fixed at Rs. 16.84 lakhs business per employee. 
This was not considered adequate and scientific by the Committee. 
The Committee recommended that time and motion study for all major 
functions in a bank should be undertaken and scientific noons for 
staffing and productivity should be evolved. 

1.13 The Ministry has stated in its reply that this recommenda-
tion had been examined by Governm:mt in consultation. with Reserve 
Bank of India. Government as well ao; RBT is stated to be of the view 
that a broad and simple implementable criterion of total business, 
i.e. deposits+advances is considered to be adequate for calculating 
productivity per employee. 

1.14 The Committee do Dot regard the productivity norm fixed at 
Rs.16.84 lakhs per Bank employee as adequate and scientific. The Com-
mittee also note that tbe above figure was arrieved at on the basis of data 
for tbe year, 1986. The Committee, tberefore, reiterate tbat a time and 
motion study for all major functions of 28 public sector commercial banks 
should be undertaken early, after taking into account the data for the 
years 1987 and 1988 aDd on the basis of tbe study. fresh norms for 
stafthg ad prJJactivity or bajlks should be evolved. 

DralVal nf suitahle> incentive schem!! 

(Recommendation, SI. Nn. 9, Para 1.42) 

I . 15 The Committee had recommended that as most of the 
functions performed in a bank were group functions, suitable incentive 
schemes should be provided to reward staff whose productivity during 
a spccific period was above the averagt: norms laid down. 

1.16 In reply thereto the Government have stated that 'producti-
vity' measured by business per employee is a broad and simple criterion 
and that it is difficult in practice to work out 'productivity' of. an 
individual. Moreover most of the functions being group functions, 
it may not be feasible in practice to institute any award for individual 
employees. 

1.17 The Committee are unable to accept the above reply of the 
Government and are of the view tbat incentives to individuals play a 
domlaatlaa role in motlvadnl employees to better their performance aad 

. It Is highly dellirable to provide such inceatives to Indh1daals to improve 
tbe working of banks. The Committee, therefore, desire tbat tbls ques-
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tiOD be examined in detail and ways and means devised to provide in-
centives to individuals with a view to motivate them for better customer 
service. 

Reckoning Customer Service ill Promo/ioll Po/i('y 

(Recommendation, SI. No. 13, Para 1.65) 

. I.) 8 While noting that the customer service/public relations was 
mcluded as one of the parametres for judging the performance of 
executives, the Committee had recommended that the para metre of 
customer service for evaluating performance should be fixed for clerical 
staff .also as it is they who were directly exposed to the customers and 
provIded the customer image of the banking: services . 

. I. 19 The Ministry has stated in reply that Service Conditions of 
ClerJcal Staff are governed by bank level as weIl as industry level settle-
ment/agreements. However. the recommendation made by the Com-
mittee is being comidered in consultation with the Indian Banks' 
Associa tion. 

1.20 The Committee hope that the consultation with Indian Banks' 
Association would be ftn.Used expeditiously and the parametre .of Cus-
tomer Service of for evaluating performance of Clerical Stafl' of Banks 
will be fixed as Is being done In the case of executives, with a view to fully 
motivate the former to strive for maximum satisfaction of the Customers. 

Deceased Depositors I Arcount,f 

(Recommendation. SI. No. 24-Para 2.44) 

1.21 The Chairman' Indian Banks' Association had admitted 
during evidence that large amounts of deposits made by account holders 
who had made no nominations were being held up in banks as dormant 
accounts which ultimately went to Government and were lost to the 
legal heirs of depositors. The Committee had recommended that as 
a service to the family of the deceased. the Banks must intimate the 
existence of such accounts to their legal heirs at the earliest opportunity 
with a view to move them to initiate legal measures to get the account 
of the deceased settled. The Committee recommended that norms 
of confidentiality should be relaxed and Banking Acts, Regulations 
amended, if necessary, in this regard. 

1.22 Among other things, the Ministry has stated in its reply 
that the Committee's suggestion had been examined in consultation 
with the legal Department of RBI. The advice was that "a banker 
cannot disclose about its customers' accounts except where disclosure 
is by the compulsion of law or where there is a duty to the public to 
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~  or ~  interest of the banks requires disclosure or where 
the dIsclosure Is made by the express or implied consent of the cus-

~ ". ~  Ministry further held the view that duty of secrecy 
conttnued even after the customer's death. However. keeping in view 
the need. to resolve the problem, RBI has been advised by the Ministry 
to examIne again the feasibility of (a) taking from each customer an 
undertaking that information about the number, name of the account, 

~  of. the account holder, branch where it is held etc. may be 
publIshed III a local newspaper if the account remains inoperative for 
one year after maturity remains without instruction for O'n year and 
(b) giving to banks the authority to publish the above information on 
dormant accollnt before transferring them to RBT. 

1.23 The Committee regard it as a grave injustice to tbe legal 
heirs of deceased account holders who happen to have made no nomina-

~ that large amounts of their deposits are held up in banks as dormant 
accounts which ultimately go to the Government and are lost to the legal 
heirs of deceased depositors ~  under the  outdated confidentiality 
norms the banks do not inform their family members or legal heirs of the 
existt'nce of such accounts. 

1.24 Even if implemented, the ~  advice to Reserve Bank 
of India to consider the feasibility of (I) taking an undertaking from the 
Customers that particulars of their accounts may be published in local 
newspapers irthe acconnts remain in-operative for more than one year 
or remain without instructions for one year after maturity, and (Ii) giving 
anks the authority to publish particulars of dormant accounts before 
transferring them to Reserve Bank of India, will not help much the legal 
heirs of such deceased account holders as the former mav be illiterate or 
nave no access to newspftpers wherein the information is published by the 
Bank. In the Committee's view, the only sure and certain way to res01ve 
this problem is that tbe banks should directly approach the family Mem-
bers/1egal heirs of sucb depositors for initiating necessary action. 

1.25 In view of the above, the Committee reiterate tllat it should 
be made a mandatory and legal duty of the banks to intimate the family 
members/legal heirs of tbe deceased account holders at the earliest 
opportunity of the existence of such accounts with a view to move the 
legal heirs to initiate lC2al measures to get the accounts of the deceased 
settled, and confidentiality norms of the Banks.in this regard should be 
suitably relaxed and relevant Banking Acts and regulations amended, if 
necessary. 

Customer Service ill Credit Deployment 

~ ' " IPThtio'l. Sf. No. )4, para 2.92) 

1.26 Notwith!;tanding the detailed procedurec; evolved rOT scru-
tiny, sanction or rejection of loan applications the Comm1ttee had 
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received several complaints on delays and irregularities in bank's func-
tioning in processing of loan applications, not only in regard to loans 
in industries in normal credit areas but also in regard to loans in priority 
sector. The Committee realised that the complaints could be in some 
cases due to individual grievances which could not be adequately met 
with by the banks with due regard to prescribed norms. However, 
the Committee believed that there were several cases wherein delays 
in processing of applications, release of loan after sanction, and rejec-
tion of applications were not necessarily based on genuine grounds 
and that a lot of technicality was allowed to play for even ordinary 
mistakes or slips in applications. much to the inconvenience and 
embarrassment of the customers. The Committee recommended 
therefore that in respect of each bank, a sample survey of the process-
ing of loan applications might be conducted critically and at the same 
time. the public should be allowed to meet the inspecting officers to 
air their problems, so that an objective review of the performance of 
the banks could be done. 

1.27 As regards the suggestion of the Committee to conduct 
a sample survey for each bank, the Ministrr has stated in reply that 
Government considered it worthwhile to utihse the existing set up for 
the purpose. The lead District Officer was being asked by the Ministry 
to look into during his monthly branch visits, the processing of Joan 
applications of priority sector beneficiaries in general and those of 
Government sponsored programmes in particular during October-
December, 1988 quarter. after the village allocation under the Service 
Area Approach was completed. During these ~  they would be 
asked to look into the extent and cause for delays ill sanctions/dis-
bursals and submit separate notes thereon. A consolidated report 
in respect of the rural branches visited by the LOO's would also be 
submitted. Necessary follow-up action on the basis of the findings of 
these visits would also be taken. 

1.28 With regard to the question of providing an opportunity 
to the applicants to air their problems, the Ministry has stated that 
Reserve Bank of India has already issued adequate instructions to 
banks for expeditious disposal of loan applications. a time bound pro-
gramme has been laid down for the purpose and adquate mechanism 
existed in different banks to monitor these aspects. In view thereof, 
it was not considered necessary by the Ministry that aggrieved customers 
should have interface/discussion with any authority to air their grie-
vances. Even otherwise, the fora of meeting the public on a specified 
day of the week/month already existed. where sllch grievance could be 
airc!d. 

1.19 While the Committee have no objection against tbe Lead 
District Oftic:e, being entrusted with the task of conducting a crldca. 



sample suney in public sector commercial banks, regardina the processing 
of applications for loans especially in priority sector, as recommended 
by the Committee, they do not agree ,dtb Govemmeut's stand tbat 
aggrieVed applicants for loans especially in priority sector have adequate 
machanlsm in banks to know the actual fate of their applications for 
loans, delays in processing tbem or tbe reasons for rejection of tbeir loan 
applications. Had the said mechaoism. been adequate, several instances 
would not bave come to tbe notice of the Committee wberein delays in 
processing loan applications were not necessarily based on genuine 
grounds and a lot of technicality had caused inconvenience and harass-
ment to tbe applicants. As for tbe existing faciUty for monthly interface 
of customers witb tbe bank executives, tbe Committee are only too aware 
of the facility baving fallen into virtu •• ) disuse over tbe year witb fewer 
and fewer customers turning up at such meetings. As tbe typical appli-
cant for loans in priority sector is also not sopbisticated enough for tbe 
general interface of customers witb bank executives, tbe Committee 
recommend that some special and effective arrangement should be 
evolved by tbe Ministry and Reserve Bank of India to deal witb complaints 
regarding applications for loan in priority sector so that tbe humblest 
of such applicants is able to get his grievence redressed in a convincing 
manner. Customer Service Centres, lacking investigative and disci-
plinary powers, and confined to urban centres cannot meet the situation 
adequately. In view of this, if the Ministry /RBI do not want to involve 
the internal or external Inspector of the banks with the aggrieved loan 
applicants. the Committee suggest that the Ministry JReserve Bank of 
India should expl(}re the possibility of evolving tbe recommended special 
mechanism for amelioration of grievances regarding priority sector loans 
in the Lead Banks themselves appointed in each District, taking care 
that these gievances are not routinely passed on by the District Lead 
Officer to concerned banks but rather adjudged independantly, giving a 
sympathetic hearing to the complainant as also paying due regard to tbe 
prescribed norms applied by the banks concerned on the complainant's 
applications. 

Customer Education/Counselling 

(Rl'commelldation. Sf. No. 35, Para 3.7) 

1.30 The Committee had pointed out that the arrangements in 
public sector banks for publicity, Customer Education and Conselling 
in both rural and urban areas were more impressive on paper then to 
the satisfaction of the mainstream of banking clientele. The Com-
mittee therefore. recommended that arrangements in public sector 
hanks for Customer Education/Counselling should be reviewed at a 
sufficiently high level with a ~  to aU8D;1ent and bring ~ lll up to 
the mark not only of the malllstrearn chentele of banks hke traders. 
industrialists, exporters/importers, foreign exchange. dealers and 
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farmers but also to that of small entrepreneurs workers of the formal 
and informal sectors and the rural proletariat with regard to both the 
schemes for deposit mobilisation as well as for disbursement of credit 
in the Priority Sector. 

1.31 The Ministry has stated in reply that the observations of the 
Estimates Committee are being brought to _ the notice of all banks by 
Reserve Bank of India. 

1.32 Tbe Committee are not satisfied by the mere circulation of 
their recommendation to the banks by the Rese"e Bank of India. The 
Committee reiterate that the existing arrangements In banks for 
pubUcity, customer education and counselling are fnadetjuate and should 
be reviewed at a sufBcientIy higher level-say the Banking Division of 
the Ministry/Rese"e Bank of India in conjunction with the Indian Banks' 
Association-with a view to augmeut the actual arrangments In qaalfty 
and coverage to the satisfaction of all the promiDent segments of baUine 
clientele. The Committee would also like to be apprised of conerete 
action taken in this regard witbin the next 6 months • 

Security Inspection of Banks 

(Recommendation, Sf. No. 45, para 4.13) 

1.33 The Committee had inter alia suggested that inview of the 
fact that the amount involved in the Bank decoities/robberies had 
rapidly increased from year to year, the Reserve Bank of India should 
conduct regular security inspection of the banks by specially trained 
Inspectors with a view to ensure that the security arrangements are 
fool-proof in the branches in view of the everchallging circumstances. 

1.34 The Ministry has stated in reply that the Reserve Bank of 
India is issuing instructions to all public sector banks to set-up neces-
sary procedures in banks for ensuring that this recommendation is 
followed. The Ministry has further stated that the COmmittee's 
recommendation that Reserve Bank of India should conduct a security 
inspection "will be examined in depth". 

1.35 The Committee are distressed to note that during about 
eight months from 25th f\pril, 1988 when the original report was presented 
to Lok Sabba till the 20th of December, 1988 when Government'. replies 
were sent to the Committee, it has not been possible for the MIniItry 
to "examine in depth" the Committee's recommendation that Reserve 
Bank of lDdia should conduct regular security Inspection of Baaks. The 
Committee hope that the Ministry will now commence Its "in depth examl. 
nation" of their recommendation immediately and apprise the COIIUDJttee 
in due coarse of the conclusions of tbe examination and concrete actfoa 
taken thereon. 

1581 LSS189-3 
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GrDWthopportunities for security staff 

(Recommendation, SI. No. 49, para, 4.27) 

1.36 The Committee had recommended that the Reserve Bank 
ahould set up a working Group for exploring better avenues for career 
growth of the security staff urgently so that necessary incentives and 
motivation could be provided to them for performing their duties more 
efficiently. 

, 1.37 The Ministry has stated in reply that the Committee's obser-
vation has been noted and necessary action is being taken. 

1.38 . TIle Conuaitteeregret to DOte the MInistry's balf-bearted 
reply after eillat moatbi of tlaeplleSe8tatioo ef their Report tbat the re-
colIIIDeodatioa "is DO'" aDd uec:e&I8I'Y aetieo is being taken". The 
CGPUDittee would like to ibe apprised of the concrete action taken by tbe 
Reserve Balik of .India ia tbisregard. The Committee would also Uke 
to be assured that the eentemplated Working Group bas actually been 
cODstituted by Reserve Bank of india to look into the service conditions 
of security personnel in baDk.s with a view to explore the avenues for tbeir 
promotion on a time-bound basis. 

Non-detection of Bank frauds during Inspection/Audit 

(Recommendation, SI. No. 50, para 5.12) 

1.19 The Committee had noted that the internal security arrange-
ments had proved woefully inadequate in as much as frauds had been 
perpetrated on the finances of the banks to the extent of Rs. 221.69 
crores over a period of 5 years ending 1986. The Committee the ref ore, 
concluded that there existed several cases of frauds which ought to 
have 'been detected during inspection and audit but were not detected. 
The Committee felt that there was an imperative need for identification 
of the contributory factors that led to failure in noticing the frauds in 
time by audit/inspecting staff for fixing responsibility. Further,the 
Committee recommended that the inadequacy in quality and content 
as a\sopcriodicity of inspection and audit might be identified and sepcial 
efforts taken to streamline the procedure.. ' 

1 .40 The Ministry has stated in reply that the internal auditors 
who inspected stocKs/securities in some accounts were abJe to detect 
frauds in the past and Banks did give wider coverage to deteotion of 
frauds in their various training ,programmes. The Ministry has 
further assured that in the light of the Committee's advice RBlwould 
further instruct the banks to lay more emphasis on the detection of 
frauds during inspections/audits. 
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1.41 The sheer magnitude of frauds perpetrated on the finances 
of Nationalised/public sector commercial banks to tbe extent of Rs. 
221.69 erores over a period of 5 yean ending 1986 and the fact that 
most of the frauds in Banks were not detected in course of illtemal or 
external inspection and audit have led the Committee to the .,itable 
conclusion that arrangements for inspection and audit in afore18i4 
banks are more formal than substantive. The COIRDlittee, therefore, 
reiterate their recommendation that there is an urgent need for an ill-
depth study or investigation for identiflcation of racton that lead to die 
failure in noticing of most of tbe cases of bank frauds in time by the ins-
pecting and audit staff. The Committee recommend the Government 
should urgently initiate steps to conduct an expert study /investtgadon 
in this regard with a view to make both inspection and adlt of banks 
more meaningful especially with regard to timely detecdon of frauds. 

Audit Certificates 

(Recommendaaon. Sf. No. 53, para 5.15) 

I .42 Despite the extent of arrears in reconciliation of inter 
office transactions and balancing of books of branches alii also the 
extent of frauds that are detected each year, the Committee found 
it difficult to reconcile that statutory auditol'5 furnished to each bank 
clean audit certificates and did not qualify their report to indicate 
how far the arrears vitiated the correctness of the accounts. The 
Committee felt that had the auditors highlighted these arrears in their 
annml audit certificates alI these years, the realities would not have 
remained a hidden factor. The Committee, therefore. recommended 
that the role of statutory auditors for supply of clean audit certificates 
should be clearly laid down. 

1.43 In reply the Ministry has stated that the whenever certain 
aspects of a bank's books of Accounts are not found satisfactory. 
auditors do give appropriate qualifying remarks both (i) under "Notes" 
at the end of the Balance Sheet, and (ii) in the "Auditors' Report.". 

The Minisiry has added that the statutory auditors do not al.-
ways given clean audit certificates but do qualify their reports with 
appropriate remarks. . 

1.44. In "iew of the facts that a number of cases of frauds In 
Banks in recent years could not be detected in COllrse of their inspection 
and audit, aad the arrears of reconciliation of inter-ofBce tranaetions 
and interhrancb balaacing of books were not being adequately high-
lighted in the audit reports or the banks, lite Conunlttee reiterate tbefr 
recommendation that the role of statutory auditors for supply of clean 
audit . ~ to banks sbould be gone Into depth atrelb and the 
Banl.ing Regulation Act, 1949 amended, if necessary, with a view to 
make file . ~  audit more eft'ective and extensive tban at present. 
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Bank employees inl'olv('d in frauds 

(Recommendation, Sf. No. 55, para 5.33) 

l.4S The Committee had regretted the Banks' tendency to stop 
departmental inquiries against their employees involved in frauds 
as soon as cases thereon were instituted in courts by the parties con-
cerned, because this enabled such bank employees to delay and post-
pone indefinitely the day of their reckoning for the maximum possible 
time. 

1.46 In its reply the Ministry has stated that the suggestion wi1l 
be examined in consultation with Indian Banks' Association and 
Ministry of Law and if found feasible shall be conveyed to banks for 
implementing in consultation with their Legal Departments. 

1.47 The Committee regret to note that the Ministry has not 
been able or inclined to take act;on on the Committee's recommendation 
for 8 months from 25th AprU, 1988 when the Report was presented 
till 20th December, 1988 when replies were sent to tbem, and is still to 
examine the recommendation in consultation with the Indian Banks' 
AIsoc:Jation and Ministry of Law. The Committee recommend that tbe 
Ministry should initiate action on tbeir recommendation without any 
further delay and apprise them of the final action taken in this regard 
within 6 months of the presentation of this Report. 

Central Bank fraud case 
(Recommendation, Sf. No. 56, para 5.34) 

1.48 The Committee were surprised to be infonned that even in 
he case of a huge fraud to the tune of Rs. 59.85 crores committed 

as far back as 1983 in the London Branch of the Central Bank oflndia., 
final action with regard to the punishment to be awarded to some 
high officials involved therein was still pending. 

1.49 In its reply, the Ministry has stated that the case related to 
fraud perpetrated in the accounts of Mis. Esal Commodities, Mis. Le-
venco Internation Ltd., and Mis. Druplace ltd. The Scotland Yard 
Police, London was investigating the matter. Shri N.M. Valecha, the 
then Chief Manager, was dismissed from service after the departmen-
tal enquiry. Civil and Criminal suits had, been filed against Shri N.M. 
Valecha and Shri B.R. Patankar, the then Branch Manager. The 
Ministry has assured the Committee that their observations would 
be advised to the banks and they would be urged to flnalise cases 
pending against their officials speedily. 

1.50 The Committee would like to be apprised of the ftnal action 
taken againlt aU the officers involved in the case l\'itbin six months of 
the presentation of this report. The Committee, however, regret that 
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even though more than eight months have elapsed after the presentation 
of their OriglDaI Report, the MinIstry Is yet to advise the recommenda-
tiOD to the Banks with a view to ftnaIise the case expeditiously. 

Bad Debts 

(Recommendation. Sf. No. 58, para 5.44) 

1 .51 The Committee felt concerned to note that the extent of 
bad and doubtful debts accumulated over the years was not mentioned 
by the public sector banks in their annual accounts, in view of the 
statutory protection provided by the Banking Regulation Act. 1949. 
The Committee did not agree with the Ministry's stance during 
evidence that "time is not yet opportune" and "it may not be in our 
larger interest" for the public sector banks to disclose their bad debts 
through their published accounts immediately. The Committee 
considered it as a sacred right of the "people to know what was happ-
ening to their hard earned moneys deposited with the Banks. In any 
case the Committee felt that the position had undergone a great 
change after nationalisation of the Banks. The Committee did not 
feel that an overall disclosure of the bad debts affected the customer-
bank confidentiality as per the provisions of the present Act in any 
way. The Committee, therefore, recommended that Banking Regu-
lation Act, 1949 and other concerned statutes' should be amended, if 
need be, at the earliest with a view to make it obligatory for all baks. 
including public sector banks, to faithfully reflect the quantum of 
bad and doubtful debts including losses on account of frauds and 
dacoities, the amounts thereof written off as also their extent of over-
due loans and advances to be recovered in their Annual Acc:ounts for 
being laid on the Tables of Parliament. 

1 .52 In its reply, the Ministry has contended :-

"The Question of disclosure of bad and doubtful debts of 
bank s has been further examined by Government in consul-
tation with the RBI. Banking business essentially being one 
of the dealing in credit, the bulk of the assets of a bank are re-
presented by the loans and advances given by it. There is, 
therefore, an inherent risk element in such business. What is 
important is that a bank minimises such risks by appropriate 
pre-sanction credit appraisal and post disbursal supervisions 
over credit. To the extent the loans and advances become doubt-
ful of recovery, the banks should ensure that they are in a posi-
tion to provide such doubtful debts from current profits. The 
supervision over the commercia! banks by the RBI ensures that 
banks have appropriate lellding policies and the l ~ in this 
regard are kept to the minimum. 

RBI, are therefore, of the view that mere reflection of the 
position about doubtful debts and provisions held therefor in 
the published accounts will not be of any over-riding advant-



14 

ages; on the contrary, apart from affecting the image of the 
bank and confidence of the depositors, it may lead to unin-
formed critidsm. Such criticism may adversely affect the image 
of the bank. This will have serious consequences in the dis-
charge of the basic functions of the bank as financial inter-
mediary in financing the economic growth and more impror-
tantIy allocation of credit in accordance with the Government's 
planned priorities. As indicated earlier this aspect waslrecog-
nised by the Ghosh Committee set up by the RBI and it had 
recommended that the exemption now available to banks from 
disclosing the position of bad and doubtful debts and the amount 
of provision held therefor should continue for the present." 

1.53 The Committee are Dot satisfied with the above reply of 
the Ministry and are of the opinion that in vie,,' of the declining pro-
fitability of banks during the last 10-15 years, it is the concealment 
of bad debts that leads to un-infomled criticism of banks and diselosure 
thereof by them would rather arouse responsible, informed and con-
structive criticism of banking operations and consequently halt a drift 
towards a financial crisis that might be invisibly brewing up in public 
sector banks due to progressive accumulation of their bad debts. The 
Committee are, therefore, of the view tbat public interest would DO w be 
better subserved if both public and Parliament are aU owed to know the 
reality about bad and doubtful debts in Banks. The Committee are 
convinced that after nationalisation of banks there is no Justification 
whatsoever for the public sector banks. practice not be to didose their 
'bad and doubtfut' debts in their Annual Accounts UDder the provisions 
of outdated Banking Regulation Act, 1949. thereby depriving Parliament 
from the meaningful scrutiny of banking operations in the Country. 
Tbe Committee, therefore, reiterate tbat Banking Regulation Act, 1949, 
and other statutes should be amended, if necessary , at the earliest 
with a view to make it obligatory for wI banks including public sector 
banks to ll~' reflect the qnantum of bad and dquhtful debts includ-
ing losses on account of frauds and dacoities, the amounts thereof written 
off 8S also tbe extent of overdue loans and advances to be recovered 
in their Annoal Accounts for being laid on the Tables of Parliamet. 

Implementation oj recommendations 
1 .54 The Committee would Hke to emphasise tbat they attach 

the greatest importance to tbe implenentation of recommendations 
accepted by Gonrnment. They would, therefore, urge that Govern-
ment should keep a close watch so as to ensure expeditious implemen-
tation of the reCOlllllJendations accpeted by them. In cascs where it is 
DQt possible to implement the recommendations in letter and spirit for 
any reasons, the matter sbould be reported to the Committee in time 
with reasons for nOD-implementation. 

1. 55 Tbe Committee desire that reply in respect of the recom-
mendation coutained in Chapter V of the Report mBy be ftDaUsed and 
flDal reply of the Government furaishe4 to the Cemmittee expeditiously. 



CHAPTER 1I 

RECOMMENDATIONS WHICH HA V.B BEEN ACCEPTED BY 
GOVERNMENT 

Recommendatioo St. No. 1 (Para No. 1.19) 

The Committee note that during the last five years vacancies in 
public sector banks have frequently existed in the offu::es of Chairman-

~  Director for periods ranging from more than 2 months 
to one year and three months and those of Executive Directors for 
periods ranging for more than two months to four years and ten months. 
Vacancies of Chairman-CUM-Managing Director and Executive Direc-
tor have also simultaneously existed in the Central Bank of India for 
more than 2 months i.e. from 19-2-85 to 24-4-85 and for more than 8 
months i.e. from 24-9-84 to 13-6-85 ill Andhra Bank. The Committee 
further note that as on 5th December, 1987 while only 14 Nationalised 
Banks and workman Directors, none of the NationaHied banks had 
non-official/non-workman director on its Board and that widespread 
litigation was going on regarding the manner of nomination of non-
workman directors. Also Directors representing the interest of work-
ing class had not been appointed in any bank so far. The Committee 
consider this situation a most unfortunate and are firmly of the view 
that for effective functioning of any organisation, and in particular 
nationalised banks, which cater to the people at large day in and day 
out, thercought not to be any vacancies in the top management for 
long periods. The Committee also find that in tcnns of 
nationalised banks (Miscellaneous Provision) Scheme, 1970 and 1980 
while the Government has assumed power to appoint or remove at will 
both whole time and other Directors on the Boards of Nationalised 
Banks. it has found it convenient to pull on with truncated boards of 
Directors on most of these banks lending credence to the representa-
tions to the Committee that with non-appointment of many whole 
time and other Directors on these Banks, Ministry was usurping powers 
belonging to the Boards of Directors through overcentralisation. The 
Conmliltee ~l  recommend that the Ministry and other agencies 
involved in appointment of Diu/ars on the Boards of Nationalised Banks 
should do a bit of aJ\lance pJOItning cut red-tope and ensure that the post 
of ... ·hole time Directors on these bonks arefilled OPr due time and vacan-
cies do not, in any case, remaitted un,iiUed beyond one month and that the 
posts of both Chairman -cum-Managing Director and E",'ecutive Director 
in the same bank tire at no po;", of time allowetlto remain vacant simul-
elZeously. The Commiltee further recommend that urgent steps should 
be i"itiated to QPPoint workmen Dirctors ill the remaini"g 6 nationalised 

15 
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banks and to appoint Directors representing the interest of workmen 
employees in all these banks. 

Reply of Governmeat 

It has been endeavour of the Govt. to ensure timely decisions 
regarding appointment of whole time Directors. For this purpose a 
specific time schedule has been drawn up for advance action on antici-
pated vacancies. By and large Chief Executive positions in banks 
have not remained vacant except in exceptional circumstances. How-
ever, the Govt. accept the Committee's recommendation that the top 
level posts in public sector banks should not remain vacant for long and 
that the posts of CMD nnd ED in any bank are not allowed to remain 
vacant simultaneously. 

Out of the 20 nationalised banks, the workmen ~  are ill 
position in 13 banks and the position is lying vacant in 7 banks viz. 
Allahabad Bank, Indian Overseas Bank, Andhra Bank, New Bank of 
India, Corporation Bank, Oriental Bank of Commerce and VCO Bank. 
(the position in UCO Bank fell vacant only recently on 1-11-1988). Of 
the 7 positions that are vacant, verification reports from Chif Labour 
Commissioner (Central) are awaited in respect of 5 banks and the 
matter is being persued with the Chief Labour Commissioner for expe-
ditious completion of verification process. The Reports of the Chief 
Labour Commissioner have been received in respect of 2 banks and the 
matter is under consideration of the Government. 

Regarding appointment of non-workmen employees Directors, 
efforts are being made to expedite the judicial consideration of the issues 
involved about the manner of their selection. 

[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord 
dated 20-12-1988] 

Recommendation Sl. No.5 (Para No.1. 38) 

The Committee note that public sector banks have surplus pockets 
of staff, particularly in certain metropolitan and urban branches affect-
ing their efficiency and productivity, whereas in some other branches 
there is justification for increase of staff on account of increase in work 
load. While earlier, banks were projecting their vacancies on the basis 
of their projected business, from January, 1987 banks have been issued 
guidelines providing imer-alia that Banks with productivity per em-
ployee below the industry average will have to restrict their additional 
requirements of staff to the extent of 1 % of their total staff as in Decem-
ber' 1986 and those with average productivity per employee above the 
industry average can resort to fresh recruitment upto 1. S % of their 
total staff strength. Banks have further been directed to under take an 
in depth assessment of their staff requirements, identify the excess staff 
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in various offices/branches and redeploy it at needed branches/offices. 
The Committee note that only "some banks have identified the excess 
staff and redeployed them." The Committee recommend that measures 
should be initiated by all the public sector banks to study in depth their 
staff position, identify the branches having excess staff and redeploy 
the same in needy branches by a time bound programme with a view to 
avoid maldistribution of staff affecting efficiency and productivity. 

Reply of Government 

Government have accepted this recommendation and banks have 
been asked to follow the recommendation. 
[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord, 
dated 20-12-1988.] 

Recommendation 81. No.6 (Para No.1. 39) 

The Committee further recommend that the assessment for re-
cruitment should be realistic to cover a particular period and once the 
Recruitment Boards select conditions for a particular number of vacan-
cies in a certain Bank/Bank Group, all the selected candidates shquld be 
appointed before fresh vacancies are advertised by the Recruitment 
Board for the same Bank/Bank-Group. 

Reply of Government 

Government have accepted this recommendation and banks have 
been asked to follow the recommendations. 
[Ministry of Finance, Banking Division, O.M. No. J 5/3/88-Coord, 
Dated 20-12-1988.] 

Recommendation SI. No. 7 (Para No. 1.40) 

The Committee regret to note the inordinate delay in deter-
mination of norms for recruitment in banks, as also the non-avaHability 
of the data on an average productivity per employee. The Committee 
recommend that henceforth the RBI should have this data compiled 
regularly every year and the Ministry should positively incorporate 
the same in their annual consolidated Reports on the working of Public 
Sector Banks which are laid on the Tables of Parliament every year. 

Reply of Gonrnment 
Bank-wise data relating to average business )'lcr employees, 

which is an implementable productivity norm, would be given in 
the annual consolidated report on the working of public sector banks . 

. [Ministry of Finance. Banking Divisioll, O.M. No. 15/3/88-
Coord. Dated 20-12-1988) 

1581 LSS/S9-4. 
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RecommeadatiOll 81. No. 8 (para No. 1.41) 

The Committee are distressed to find that on the basis of estima-
ted productivity per employee for 1986, as many as 16 of the 28 public 
sector banks were below the industry level average. The Committee 
are anguished to note that leading public sector banks like State Bank 
of India and its seven associates should be lagging behind the industry 
level average notwithstanding the business of Government and public 
sector/autonomous bodies which is heavily concentrated in them. The 
Committee recommend that in all thes.e 16 banks an indepth examina-
tion of their below average productivity should be conducted and 
effective remedial measures initiated to bring them up at least to the 
industry level average as early as possible. The Committee further 
recommend that the public sector banks who top the productivity 
scale in relation to industry level average, should be honoured suitably 
through, say a prestigious bank award as ·a motivation for better 
performance and emulation by others. 

Reply of Government 

The data on business per employee' is primari'y used as very 
broad index of income earning business in relation to their manpower 
strength in different banks. These averages are monitored by Reserve 
Bank of India as Part of the monitoring system for the implementation 
of Action Plans of the banks. All banks have been advised to aim 
at a 'business index' of Rs. 40 lakhs per employee by 1990. Banks 
showing slow progress are asked to carefully analyse and identify 
factors responsible and take corrective action in respect of the remedi-
able once. The question of instituting some awards for best perfor-
mance among the banks is under consideration of Government/Reserve 
Bank of India. It is not, however, desirable to restrict t,pc parameter 
to just 'business per employee' as that too is not solely attributable to 
employees but also to the region of operation, type of business, com-
position of clientele etc. 

[Ministry of Finance, (Bankins Division,) O.M. No. 15/3/88-
Coord, Dated 20-12-1988.] 

Recommen4ation St. No. 10 (para No. 1.53) 

The Committee are of the considered view that the problem of 
attitude and motivation of bank staff in relation to satisfactory customer 
service has not been given the priority it deserves by the managements 
of public sector banks. While a specific provision has been made 
in the fonnal Bipartite Settlement dated 17th September, 1984 hetween 
he Union and bunks to improve housekeeping in branches to ~l.  

efficient cordial and speedy customer service, management-union 
relations in some public sector banks leaves much to be desired. While 
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welcoming bonafide trade union activity and provision of facilities 
antecedent thereto, the Committee feel that such actjvities 
should be more responsive and constructive with a view to ensure 
efficient and speedy customer service which is in their own interest. 
In this regard, the Committee commend the example of Allahabad 
Bank where an agreement on a code of conduct has been entered 
into by the Management and employees of the Bank. The Com-
mittee recommend that this step should be emulated by the other public 
sector banks also. The Committee also consider the active involve-
ment of leaders of the employees' unions in the motivation of the 
staff for putting in their best in the work allotted to them an essential 

-ingredient fora cordial management-employee relationship. 

Reply of Government 
The matter has been examined in consultation with lBA. It 

has been found that there was already an industry level agreement with 
all-India unions under the Bipartite Settlement which covered the 
main points of Allahabad Bank's agreement of code of conduct. Most 
Banks had bank-level understanding/agreements with their: unionsJ 
associations whereby certain commitments were made by both 
parties i.e., management aDd unions/associations. For continued 
sustenance -of co-ordial and harmonions industrial relations. Further 
representations of unions/association in various fO'l' a render a feeling 
of involvement/participation of the employees in the functioning of 
the Bank and serves as a motivating foree. 

[Ministry of Finance, (Banking Division), O.M. No. 15/3/88-
Coord, Dated 20-12-1988.] 

Recommendation SI. No. 11 (Para No. 1.60) 

The Committee are unhappy to note that the Ministry is not 
monitoring the shortfall/backlog in the training facilities for public 
sector bank officers/staff in terms of the number of trairung institutions, 
their annual intake and relevant courses available for officers and 
staff separately. However, from the material placed before them, 
the Committee are convinced that the backlog of untrained employees 
especially at derical1evel and shortage of training institutions/centres 
for them are still considerable. As the quality of customer service 
is by and large conditioned by the attitude of clerical staff manning 
the bank counters, the Committee strongly recommend that the Stan-
ding Committee of the RBI should take greater interest in augmenting 
the training programmes, and institutions made available for the 
clerical staff of public sector banks with a view to expose the staff to 
better working and management techniques on a time bound basis. 
The' Committee also recommend that besides initial training courses, 
refresher course at suitable intervals should be devised for all categories 
of Bank employees, to update their skills and imptove the quality of 
service. . 
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Reply of Government 

The coverage, quality and content of training programmes in 
banks are overseen by the Standing Coordination Committee on Train-
ing in the Reserve Bank of India. Duplication of the Committee's 
work at Ministry level are, therefore, considered not necessary. 

Recommendations of the Committee on creation of training 
facilities and exposure of bank employees to periodical training pro-
grammes have been brought to the notice of RBI for consideration and 
implementation by the Standing Committee on training. 

[Ministry of Finance, (Banking Division), O.M. No. 15/3/88-
Coord, Dated 20-12-1988.] 

Recommendation SI. No. 12 (Para No. 1.64) 
The Committee regret that the recommendation of working group 

on customer services relating to promotion policies of banks is still 
"required to be discussed with its employees" by the Dena Bank; and 
State Bank of Indore is still "examining the recommendation for 
implementation." The Committee would like that these two public 
sector banks should be asked to implement the recommendation 
without any further delay. 

Reply oC Government 
State Bank of Indore/Dena Bank have already been advised by 

Reserve Bank of India to implement the recommendation of the 
Committee. 

[Ministry of Finance, (Banking Division). O.M. No. 15/3/88-
Coord, dated 20-]2-1988.] 

Recommendation SI. No. 13 (para No. 1.65) 

The Committee note the Ministry's reply that public sector banks 
"have included customer service/public relation as one of the para-
metres for judging the performance of their executives". The Com-
mittee wonder why the para metre has been fixed for bank executives 
only. The Committee recommend that the parametre of customer 
service for evaluating performance should be fixed for clerical staff 
also as it is they who are directly exposed to the customers and provide 
customer image of the banking services. The Committee therefore 
desire the Ministry to initiate appropriate measures in this regard. 

Reply of Government 
Service Condjtions of Clerial Staft: are governed by bank level 

as well as industry level settlement/agreements. However, the re-
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commendation made by the Committee is being considered in consul-
tation with the Indian Bank's Association. 

[Ministry of Finance. (Banking Division) O.M. No. 15/3/88-
Coord, Dated 20-12-1988.] 

Recommendation .. SI. No. 14 (Para No. 2.6) 

The Committee regret to note that more than a decade hasIPassed 
after the Working Group on Customer Service submitted its final 
report in 1977, and still all the 121 recommendations finally accepted 
by the Government have been implemented by only 7 out of the 28 
public sector banks and the remaining 21 banks have so far implemented 
only 108 to 119 of the recommendations. Since the primary function 
of banks is provision of customer oriented services to the satisfaction 
of customers, the Committee expect the Reserve Bank of India to 
monitor their implementation more vigorously. The Committee 
feel that actual implementation should be accorded a very high priority 
during inspections and on-the-spot visits to public sector banks and 
the branches of banks found dilly dellying in the implementation 
of any of the recommendations accepted by Government should 
be broUght to the notice of competent authorities in the Bank as well 
as the Ministry so that appropriate action can be taken to bring round 
recalcitrant banks to implement the recommendations. 

Reply of Government 

Reserve Bank is monitoring the implementation of Talwar 
Committee recommendations. To make it more effective it has been 
decided that Inspecting Officers of RBT would now look into these 
aspects during the course of their inspection of the banks. RBI is once 
again reiterating its directions to all public sector banks to implement 
the recommendations of the working group effectively. 

[Ministry of Finance (Banking Division) O.M. No. ~
Coord, dated 20-12-1988.] 

Reeonnnendatloa 81. No. 16 (para No. 2.23) 

The Committee feel that even if an upward revision of service 
charges had become due in 1985 "after about a decade", the hike 
could have been a little more rational and less harsh. The Committee 
recommend that the new Costing Committee should have a fresh 
look into the service charges raised in 1985, taking into account the 
amount spent on the concessions granted to bank employees, the 
element of service expenditure that goes to determine the difference 
between borrowing and lending rates of banks and the problem of 
bank customers with regard to specific service charges. 
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Reply of the Government 

The observations of the Estimates Committee have been for-
warded to Indian Banks' Association for referring the matter to its 
Committee on Costing and Pricing. There does not, however, appear 
to be any scope for reduction of the charges in view of general increase 
in the price and increasing operational costs of banks and lowering of 
interest rates on some of the advances. 

JMinistry of Finance (Banking Division) O.M. No. 15/3/88-
Coor , dated 20-12-1988.] 

Recommendation No. 17 (Para No.2. 24) 

With regard to remittances through Drafts, MTs and ITs, the 
Committee agree in principle with the Ministry's rationale behind the 
revised charges being at the lowest Jevel, Jesser than the cost, and at 
higher than the cost. The committee, however, feel the present hike 
should not have led to the peculiar situation wherein it is wiser for 
a customer' to purchase 20 DD's of Rs. 5000/-each against a DD for 
Rs. one lakh, to minimise the bank charges. The Committee therefore 
recommend the need for a review of these charges afresh, as the nature 
of service to be rendered for aU DO's, MTs, etc., irrespective of the 
amount, is uniform. 

Reply of the Government 

The Committee set up by Indian Banks' Association on Costing 
of Banks Services in 1987 considered the relative merits and demerits 
of the slab basis and percentage basis of recovery of service charges. 
The Committee was in favour of adopting the slab basis in view of 
the same being simpler, more easily varifiable and provide no room 
for undesirable practices. It is true that the one of the shortcomings of 
the slab system is that where the rate of recovery varies depending upon 
the slabs to provide for cross 8ubsidisation, it would be possible to cir-
cumvent the stipulation of higher rate by breaking the transactions 
into several ones. The Committee, however, after takittg into account 
such factors felt that these practices would disappear on their own in 
the long rWI on account of the operational inconveniences.TheCommittee 
therefore, recommonded that the slab system of scheduling the charges 
should continue. However, the observations of the Estimates Commi-
ttee have boen forwarded to IDA for referreing the same to the Commi-
ttee on Costing and Pricing for examination and for taking further 
necessary action. 
[Ministry of Finance (Banking Division) O.M.No.lS/3/88-Coord 
dated 20-12-1988] . 

Reeommendation SI. No. 18 (Para Nt). 2.25) 

Tn view of the fact that banking lttstruments are transmitted 
:actually in buIlt the ~ l tariff· nOw charged by the bam,· especially 
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for ordinary post and telegrams, appears to be on the high side even 
taking into ~  the reasons ad.vanced by the Ministry justify-
ing their increase. The Committee recommend that the new costing 
Committee should also reveiw present postal tariff charged by the 
banks. 

Reply of tile Goverameat 

The observations of the Estimates Committee have been brought 
to the notice of Indian Banks' Association for referring the matter 
to its Committee on Costing and Pricing. It is, however, reiterated that 
insistence on banks charging the precise cost of envelope and regist-
ration charges would preclude banks adopting costlier but faster means 
of transmission of documents-like say using special courier services. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord. 
dated 20-12-1988. 

Reccunmeadatioo SI. Ne. 19 (Para No.2. 26) 

Though the Committee agree with the need for standardisation 
and uniform adoption of folio Charges by public sector banks, the 
Committee feel that the parties having heavy and numerous transac-
tions have been put in a disadvantageous position. The Committee not 
in this regard that as per information "available with RBI" 13 of 21 
foreign banks do not levy folio charges in India or home country while 
folio charges of some of the other banks are more moderate than the re-
vised rates of public sector banks. The Committee find no justification 
for folio charges, because tho very basic function of banks is to transact 
business of customers and folio charges should be considered normal 
expenses of the banks and not of special nature to be charged 
extra. 

Reply of The Government 

The observations of the Estimates Committee have been forwarded 
to Indian Banks' Association for referring the matter to its Committee 
Oil Costing and Pricing. It ma)" however, be mentioned that it would 
not be appropriate to compare public sector banks and foreign banks 
on a segmented basis. There are very basic differences between tile two 
in tenns of their size and spread, resource structure, clientele, types 
of advances, average return on advances and so on. In a segmented 
comparison, the service of foreign banks may, therefore, give all illu-
sory impression of being morc economical. Secondly, the folio charges 
prescribed are related to both, the volume of transaction and balances 
maintained. An account in which there is only large volume of transac. 
. tions and little balances ~ definitely costlier to a bank than another 
account with Jow volume of transactions and large balances. As 00-
mmercial institutions, there fore, there is nothing wrong in the banks 
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asking the former type of account holder to pay towards the additional 
cost of large number of transactions. Unless such rationalisation of 
costing is encouraged, the burden of Cost will get spread over all the 
customers which is inequitous for coustmers using banks mainly for 
keeping their savings, Besides, account holders having large volume of 
turnover are business organisations where bank charges are admissible 
business expenditures. Subsidising them at the cost of small/low turnover 
account holders will be contrary to the principles of Cross-subsidisation 
in an organisation oriented towards the benefit the small and the poor. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord. 
dated 20-12-1988] \ 

Recommendation SI. No. 20 (Para No. 2.33) 

The finding of the Banking Division of the Ministry itself that 
some of the bank branches do not display the time norms indicates 
that the public sector banks does not take the norms with as much 
seriousness as with which they had been evolved.. Even though the 
display of and compliance with the time norms is stated to be checked 
by Regional Managers and Inspectors on their visits to the Branches, 
there have been persistent complaints from prominent segments of bank 
customers that the norms are not being displayed and adhered to by 
most of the public sector banks. The onus for displaying of and comply-
ing with the norms is stated to rest with the branch managers. The 
Committee, therefore, feel that more effective measures should be taken 
by the banks to ensure display of time norms in all the branches and 
bl)th the Branch Manager and Counter Staff should be held personally 
responsible for adherence to the time norms. 

Reply of tbe Government 

The Government arc broadly in agreement with the views expressed 
by the Committee. Keeping in view observations of the Estimates Co-
mmittee, instructions have been reiterated to all the banks indicating 
that the branches should display the time norms and comply with the 
same and the Branch Manager and the Counter Staff should be held 
personally responsible for any lapse in this regard. 

[Ministry of Finance (Banking Divsion)U.O. No. IS/3/88-Coord 
dated 20-12-1988.] 

Recommendation SI. No. 21 (Para No. 2.34 

The NIBM study  on remittance services indicates that while 
20 ~ to 30 % customers were non-commital, 5 ~~ to 14 '~ of 
coustomers were explicitly dissatisfied with these services in 
public sector hank .. , ,~ Committoc nrc of the view that 
customers who chose to he l ~ l in the study. did 
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have some reservations 011 the quality of these services but 
did not opt to comment due to some inexplicit reasons. In any ca<;e 
the Committee do not think that this percentage of customers can be 
construed to be satisfied v. ith the service simply because they did not 
express pissatisfactioll explicitly. The delay in remittances through 
DO and MT in rural and urban areas (except metropolitan and big 
cities) has been attributed to the Banks dependence on Post and Tele-
graphs Department. Based on their personal experience the 
Committee have, however, reasons to believe that the despatch branches 
in the banks themselves tend to delay despatch of letters. The Ministry 
having conceded deficiency in the area of remittance services in all 
areas, the Committee strongly recommend that banks must in the first 
instance, have control over its despatch wing and Courier Services 
and other faster means of remittance can also be introduced by banks, 
if it can be established that delays are actually with the Posts and Tele-
graphs Department. The Committee also recommend that indentificd 
cases of delay may be taken up with Department of Posts for appropriate 
ac:ion. 

Reply of the Government 

The public sector banks have b(..'Cn advised as recommended by 
the Committee to look into he procedures adopted by them in their 
despatch wing and ensure that there is no delay in despatch of communi-
cations particularly in the matter of remittances of funds to their 
clients. For improving the speed of transmission of funds banks arc 
enlarging the coverage of courier service so that more cities and towns 
can have speedier transmission of in struments . With the Computerisa-
tion of clearing houscs and also setting up of national clearing cells 
by Reserve Bank of India. it is expected that thcre would be speedier 
l~  of cheques and other instruments between large metropolitan 
towns. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord,. 
dated 20-12-1988.] 

Recommendation Sl. No. 22 (Para No. 2.35) 

The Committee is very much concerned to note that certain public 
sector banks in some places refuse, to render certain basic banking 
services like (a) issuance of Demand Drafts against Cash; (b) accept-
ance of soiled notes from public; (c) acceptance of Advance Tax Pay-
ments, through authorised by the Reserve Bank of India etc. The 
Committee feel that such instances are not confined to one or two 
places alone but are also prevalent elsewhere. The Committee re-
commend identification of pockets where such maladies arc in existance 
for taking positive measures to curb them. The Committee also 
recommend that branch/office managers should be held personally 
responsible for denial of such basic banking servcies to their customers 
1581 LSS1S9 -5. 
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and suitably instructions/directives should be issued in this regard 
by the Reserve Bank of India and compliance with the instructions 
ensured through inspections by the Reserve Bank of India and Banks 
themselves. 

Reply of the Government 
instructions have already been issued by Reserve Bank of India 

to the banks regarding issue of demand drafts against cash and also 
in the matter of acceptance soiled notes from public. Arrangements 
regarding advance payment of tax are also announced by RBI. Branch 
Manager is responsible to ensure that proper services are available to 
customers at his branch. Whenever specific complaints are received 
in this regard. the same are looked into and action taken wherever 
lapses are noticed. 

[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord., 
dated 20-12-1988]. 

Recommendation SI. No. 23 (Para No. 2.43) 
The Committee note that inspite of instructions issued by 

Rescrve Bank of lndia to public sector banks in July 1987 for not 
insisting on succession certificates where the amount to the credit 
of the deceased depositor does not exceed Rs. 25000 and to observe 
the usual safeguards in settling such claims including obtaining inde-
minity bond wherever required. a very large number of instances 
have come to the notice of the Committee during their tours where 
these instructions are being followed more in breach than in practice. 
The Committee would like these instructions to be observed in Ictter 
and spirit so that the nominees/legal heirs of the deceased depositors 
do not feel harassed. Adequate discretionary powers should be 
vested in Branch Managers to achieve this end. 

Reply of the Government 
Instructions in this regard have been issued by RBl only in July 

1987. So far no feed back a bout compliance of these instructions 
has been received by the Government. However, keeping in view 
the recommendations of the Committee, the public sector banks 
have again been advised by the Government to observe the instructions 
of Reserve Bank of India in letter and spirit and also adequate discre-
tion should be made available to the Branch Manager for this purpose. 

[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord., 
dated 20-12-1988.] 

Recommendation 81. No. 15 (Para No. 2.51) 
The Committee are distressed to note that r.ecent RBI survey 

has revealed on improvement in the matter of compliance of Reserve 
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Bank's instructions to Banks for granting immediate credit of out-
station cheques for the value not exceeding Rs. 2500 and payment 
of interest for delayed collection beyond 14 days where the amount 
involved is more than Rs: 2500. During evidence Banking Secretary 
admitted that the customer is neither aware nor told that he is entitled 
to interest on coUectit'.n delayed beydnd 14 days, No·w that the Chief 
executive of Banks have been advised to fix responsibility for non-
implementation of these instructions on Zonal/Regional Managers 
and to take action against Branch Managers also the Committee 
hope that compliance of these instructions by Banks would be regularly 
assessed and ensured through periodic sample surveys, on the spot 
visits of branches by RBI Executives and special Inspection by the 
Banking Division of the Ministry. The Committee also feci that 
provision of timely credit and affording of interest are legitimate matters 
of account and not mere administrative instructions and hence re-
commend that the auditors, both internal and statutory. are instructed 
to bring to notice, cases of violation in their reports to management. 

Reply of the Government 
Government too have been concerned about the slow acceptance 

of the measures at the ground level in the banking system and have 
impressed upon top management of the bank that action should 
be talcen for non-compliance of the instructions. The hanks have 
also been advised to have separate registers for outstation cheques 
of Rs. 2500 or less so that these are specifically watched by the branch 
managers and internal inspectors. The general assessment now is 
that the implementation of the measure has improved. 

2. As regards the suggestion that the Statutory Auditors should 
be instructed to look into these aspects also. it is submitted that the 
role of the Statutory Auditors is different from that of internal ins-
pectors of the Bank and RBI inspectors. Basically, a Statutory 
Auditor would not extend his scrutiny to areas outside the purview of 
annual account which are required to be certified by them under the 
relevant statutes under which they are appointed. Therefore, the 
issues Hke immediate credit of outstation cheques. payment of interest 
for delayed collection, etc., are operational matters of internal nature 
of banks which need to be monitored by the banks themselves. 

[Ministry of Finance (Banking Division) O. M. No. IS/3IBS-Coord., 
dated 20-12-1988.) 

Recommendation SI. No. 26 (Para No. 2.57) 
The Committee note the Ministry'S contention that introduction 

of Tener System in a bank branch is operational decision and Tellcr ' 
System normally works out favourably only in cases of large branches 
Where sman payments predominate and the volume of transactions 
is heavy enough to create delays if handled in conventional manner. 
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From the data supplied by the Ministry with regard to the number 
?f branches of each bank where Teller System has been introduced 
It appears that several banks functioning in same areas under similar 
circumstances have not introduced the terrer system, though others 
have introduced the system. The Committee therefore would like 
the Ministry/Reserve Bank of India/Indian Banks' Association to 
conduct a study of larger branches of these bank with a view to 
examine the feasibility of extending the Teller System in as many 
branches as possible and in any case, in all branches of all banks fun-
ctioning in similar conditions in same areas. 

Reply of the Government 

[n terms of the recommendation of the Working Group on 
Customer Service teHer is to be introduced in branches where the 
workload warrants. Banks have ~  specifically advised by the Reserve 
Bank of India in this regard. However, introduction of teller system 
being an operational decision it is felt that the matter be best left to 
the discretion of the individual bank. The observation of the Com-
mittee have, however, been brought to the notice of the ~ and 
they have been advised to examine the need for Teller System as soon 
as a branch becomes a very large branch (VLB). 

[Ministry of Finance (Banking Division) o. M. No. IS/3/88-Coord., 
dated 20-12-1988.1 

Recommendation SI. No. 27 (Para No. 2.60) 

The Committee note that all public sector banks have issued 
instructions to their branches to implement the recommendation 
of the Working Group on Customer Service (1977) that transfer of 
account from one bank to another should be effected by handling 
over the transfer documents in a sealed cover to the customer himself 
to enable him to get his account opened at new place/branch im-
mediately on reaching there. During visits of the Committee to 
various bank branches, the Committee have come to know that the 
instructions are not, in practice. being followed by the banks. The 
Committee, therefore, would like strict compliance with the aforesaid 
instructions by the bank branches. 

Reply of the Government 

Reserve Bank of India have informed that the banks have advised 
having implemented the above recommendation of the Working Group 
on Customer Service. However. RBI is once again reiterating its 
instructions in this regard to aU publi9 sector banks. 

[Ministry of Finance. (Banking Diviiion) O.M. No. 15/3/88-Coord., 
dt.20-12-1988.] 
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RecommendatloD SI. No. 30 (Para No.2. 75) 

The Committee note that out of 28 public sector banks, 22 have been 
entrusted with and have actuaJ]y ~  the payment of pension 
to Central/State Governments pensioners and of the remaining six 
banks nationalised in 1980, 3 banks namely Vijaya Bank, Corporation 
Bank and Andhra Bank have actuaUy und«taken payment of pension 
to State Govt. pensioners only. As the other 3 banks namely Oriental 
Bank of Commerce, Punjab and Sind Bank and New Bank of India 
have not so far been entrusted with payment of pension to either 
Central or State Government pensioners, the Committee recommend 
that the Ministry should arrange to do so as early as possible to provide 
the facility to pensioners in the areas in which these Banks cater. 

Reply of Government 

With effect from 1 st April, 1988 all 28 public sector banks have 
actually undertaken pension payment to Central Government pensio-
ners. As regards entrustment of pension payment of State Govern-
ment pensioners to the Oriental Bank of Commerce. Punjab and Sind 
Bank and New Bank of India, the State Government concerned 
have to initiate suita ble steps and they are being approached by 
Reserve Bank of India to do the needful. . 

[Ministry of Finance, Banking Division a.M. No. 15/3/88-Coord., 
dated 20-] 2-] 988.J 

Recommendation SI. No. 31 (Para No.2. 76) 

The Committee are, however, distressed to note that some State 
Governments/Union Territories Administrations like Assam, Chandi-
garh, Delhi. Jammu and Kashmir, Sikkim, Arunachal Pradesh. 
Mizoram, Maharashtra and Tamil Nadu have not so far adopted the 
scheme of payment of pensions through public sector banks. The 
Committee are not able to realise the difficulties in Union Territories 
like Delhi for adopting the scheme. The Committee recommend that 
more vigorous efforts should ~ made by the Government and Reserve 
Bank of India in persuading the aforesaid State/Union Territory 
Governments to opt for the scheme as early as possible for convenience 
of their pensioners. 

Reply of Government 

Pension payment to pensioners of Delhi, Chandigarh, Dadra and 
Nagar Haveli. Andaman and Nicobar Islands and Lakshadweep ~  
Territories is already covered by the scheme for payment of pension 
to'Central Government civil pensioners through public sector hanks 
introduced by the Ministry of Finance, Office of the Controller General 
of Accounts. 
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As regards other States the State of Maharashtra. Assam. Tamil 
Nadu and Manipur are actively considering the proposal to implement 
the scheme and the work of implementation of the scheme is at the 
final stage. The remaining States. viz. West Bengal (for their 
pensioners drawing pension outside the metropolitan city of Calcutta). 
Jammu & Kashmir. Sikkim. Mizoram and Arunachal Pradesh have 
been approached by ~  Bank of India regarding introduction of 
the scheme in their respective States. 

[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord., 
dated 20-12-1988.] 

Recommendation SI. No. 32 (Para No. 1.81) 

Taking note of the widespread public demand for locker facility 
vis-a-vis the limited installed capacity therefor in public sector banks. 
the Committee feel tha.t the banks should corne ina big way to meet the 
needs of the public fl')r lockers. 110t asa case of business proposition, 
but as a service to the Community at large. for this purpose. the 
banks should make a systematic assessment of the total demand for 
locker facility in the country in relation to the installed capacity in 
public sector banks and on the basis thereof prepare a scheme for 
augmenting the installed locker facility in the banks in a phased manner. 

The Committee also recommend that the guid'elines for hiring of 
lockers viz. 80 % of lockers to be hired on first come first served basis, 
should he firmly implemented. 

Reply of the Government 

Reserve Bank of 1 ndia has reported that it is reiterating its instruc-
tions issued in March 1984 in the matter of safe deposit locker facility 
by public sector banks with a view to ensure strict compliance of the 
same. Regarding the suggestion that the banks should make syste-
matic assessment of total demand for the locker facility in the country. 
Rl!U is proposing to take up the matter with IBA with the request to 
make an assessment of total demand and supply and prepar.ation of a 
scheme for expanding the capacity under a time bound programme. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord. 
dated 20-12-1988. 

Recommendation SI. No. 36 (Para No. 3.8) 

The Committee further recommend that the Joint Publicity 
Committee and ~ individual Banks should lean more heavily on the 
medium of regional languages in the matter of publicity and cust0l'!'cr 

ll ~  through publication of brochures. booking of advertIse-
ments in printed and electronic media and through exhibitions etc. 
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Reply of the Government 

This has been the approach advised to all public sector banks by 
~ . However: observations of the Committee are again 
bemg brought to the notIce of all banks by Reserve Bank of [ndia. 

[Ministry of Finance, (Banking Division) O.M. No.1 5/3/88-Coord. 
dated the 20-12-1988,] 

Recommendation 81. No. 39 (Para No. 3.20) 

The Committee note that though Ministry had reported imple-
mentation of the Working Groups' recommendation Nos. 168 
and 169 for providing complaint Boxes and Registers in each Branch. 
by all the banks. it has found during the 1986 Review that "ill some 
branches complaint boxes were not maintained nor were the addresses 
of Regional/Zonal Managers available to whom customers could appeal 
displayed." Instructions are stated to have been issued after the Review 
to all the banks to organise a system of inspection to ensure the imple-
mentation of all customer service measures including provision of 
complaint boxes and registers in each branch.. The Committee 
recommend that provision of complaint Boxes and registers in branches 
should be ensured by surprise inspection by senior officers and appro-
priate fol1ow-up action taken. 

Reply of the Government 

Instructions have already been issued to the banks to organise a 
system of inspection by senior officers to ensure implementation of all 
customers service measures by the branches and to put up to their 
boards regularly findilTgs of such inspection. Govt. have reiterated 
these instructions-again in the light of the recommcndations of the 
Estimates Committec. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord. 
dated 20-12-1988.] 

Recommendation 81. No. 40 (Para No. 3.26) 

The Committee trust that Customer Service Committees have been 
actually set up in all the branches of public sector banks as claimed 
by the Ministry. The Committee hope that these Committees would 
meet at least once a month as stipulated in the Report of the Working 
Group to take stock of the Customers' complaints and suggestions for 
fol1ow up action. The Committee also feel that customers should be 
associated with the customer service Committees, as far as possible. in 
all the Branches of public sector bank with a view to make the Commit-
tees more vibrant and meaningful. 
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Reply of the Government 
The Customer Service Committees are basically branch level internal 

committees which are expected to deliberate on internal procedures with 
a yiew to improving customer service. Customers may not have any-
thIng to say on these while their presence may inhibit a free discussion. 
Therefore, as a regular measure association of Customers with Customer 
Service Committees is not considered feasible or advantageous. 
However, whenever customers have given suggestions for improvement 
for any clarification or better application of the same, Customers could 
be invited. Public Sector banks are being advised on these lines. 

[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord, 
dated 20-12-1988.] 

Recommendation SI. No. 41 "(Para No. 3.37) 

The observation that the representation of customers at the monthly 
interface with Bank Executives on 15th of every month had now almost 
'dwindled to nil' in all banks, shows that the system over a period of 
time has become stale, bit too fast and fails to be a productive exercise. 
The Committee also do not expect that customers who deal with banks. 
for encashment of cheques, purchase of DO, MT, IT etc. and such 
other functions. would find it convenient to corne out of their avocations 
and meet the bank officials on the prescribed date. On the other hand, 
Committee feel that the meet can be made meaningful if a cross section 
of customers, selected at random is invited periodically to express their 
views on banks' services. The Committee hence recommend that 
feasibility to substituting present practice by a more meaningful 
utilitarian system may be explored and appropriate action taken. 

Reply of the Government 

The recommendation of the Committee is accepted. It is proposed 
that while observing 15th of every month as 'Customer Day' the banks 
also call the meetings of Customer Service Committees wherein 
customers who have made suggestion for improvement/modification of 
procedurd etc. could be invited on selective basis. These suggestions 
should however be with specific reference to jmprovement in the systems 
and procedures obtaining in the Branch so that better customer service 
could be rendered. Necessary instructions to banks have accordingly 
been issued. 

[Ministry of Finance (Banking Division) O.M. No. J 5/3/88 ·Coord, 
dated 20-12-1988.] 

RecOMmendation (SJ. No. 42 (para No. 3.38) 

The Committec are of the firm view that Bank Executives meeting 
with the representatives of trade and industry should be held at regular 
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intervals, say quarterly at Head Office level and at Banks' initiative 
with a view to personally assess customers grievan:;':;s and suggestions. 
The Committee further recommend that while priority should be 
accorded by the Bank Executive in these meetings to discuss problems 
peculiar to various segments of trade and industry, their representatives 
should not be barred from raising the customers bonafide individual 
grievances also for their amelioration. If need be, customers having 
specific problems, can be invited for a separate meeting so that he can 
be properly counselled. 

Reply of the Government 
The recommendation of the Committee is accepted and instructions 

to the banks have been issued accordingly. 
[Ministry of Finance (Banking Division) O.M. No. IS/3/8S-Coord, 

dated 20-12-1988.] 

Recommendation SJ. No. 43 (Para No.3. 40) 
The Committee note that Chief Executives/Senior Ofiiccrs of 

public sector banks visit rural branches "frequently" to assess the 
quality of service rendered by banks in these arcas and that rural 
branches have been "advised to observe one day in a wcek as non-public 
business day to facilitate the branch managers to have personal contacts 
with customers to ascertain their grievances." Tho Committee re-
commend that the intended visits of the senior oftlcials should be made 
known to the public through a notice board at the bank and the senior 
officials should assign specified timc for the rural public to caU on them 
and voice their grievances if any. The Committee also recommend 
that safeguards should be initiated. by the Chief Executives of.,Banks 
to ensure that the advice is actually implemented by all their rural 
branches in letter and spirit. 

Reply of the Government 
The recommendation of the Committee is accepted. It is pro-

posed that tho internal visits of Senior Officers of the rank of Zonal 
Manager and above to the rural branches would be made known to the 
public through a notice board at the bank branch and specific time 
would be assigned by these Senior Officers for the rural public to call 
On them and voice their grievances. Instructions to the banks in this 
regard have been issued acqordingly. 
[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord, 
dated 20-12-1988.} 

RecOlllDleDdatlon St. No. 44 (Para No.4. 12) 
. The Committee are gravely concerned with the losses which 

amounted to about Rs. 13.91 crares (excluding gold ornaments, 
1S81 LSS/89 6. 
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cheques etc.) incurred by Public Sector Banks as a result of dacoities/ 
robberies from 1982 to the end of JW1c 1987. They also consider the 
Ministry's contention that the Banks might not have to bear the entire 
losses involved in the dacoitics/robberies as "some of the amoWlt might 
be recovered by the police", or they "might be able to recover part or 
fut) amount from Insurance Companies" as unfortunate. It is needless 
to point out that such contelltions only help the Banks becomi.u& more 
complacent and discourage them in making adequate and ti&ht security 
arrangements in the branches. 

GoverlUllellt's Reply 

The Committee's concern has been noted. Government are 
equally concerned about losses caused by bank robberies/dacoities and 
have. therefore, been insisting with the Banks for improving their 
security arrangements in a phased and cost-effective manner. RBI 
is also monitoring the implementation of the security guidelines by 
banks on regular basis. 
[Ministry of Finance (Banking Division), O.M. No. 15/3/88-Coord, 
dated 20-12-1988.] 

Recommendation St. No. 45 (Para No. 4.13) 

The Conunittee note that the Ministry, Reserve Bank of India and I 

the Banks have constituted a nwnber of Expert Committees over the] 
years for considering ways and means of strengthening security arrange-
ments in Banks and guidelines based on the findings of such Committees 
have been issued from time to time to the Banks. However, in view of 
the fact that the amount involved in the Bank dacoities/robberies have 
rapidly increased from year to year, the Committee can not help con-
cluding that the guidelines have not been followed by the Banks in 
letter and spirit. The Committee expect all the Banks to follow striL.tly 
these guidelines and in case any thefts, dacoities stilJ occur in the 
branches, the compliance or otherwise thereof by the affected Branches 
should b.: critically analysed and responsibility fixed apart from taking 
such other action as maybe decmed necessary. The Conunittee would 
also like the Reserve Bank of India to conduct regular security inspec-
tion of the Banks by specially trained Inspectors with a view t{) ensure 
that the security arrangements arc fool-proof in the branches in view of 
the everchanging circW11s1anccs. 

Govemment's Reply 

la) Committee's reconuncndation that "the Banks should follow 
strictly these guidelines aud in case any thefts, dacoities stilJ occur in the 
branches, the compliance or otherwise thereof by the affected branches 
should be critically analysed and responsibility fixed .......... " is 
noted and Reserve Bank of lndia is issuing instructions to aU public 
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sector banks to set-up nece5S8ry procedures in b:mks for ensuring that 
this recommendation is fonowed. 

(b) The Committee's recommendation that Reserve Bank of 
India should conduct a security inspection win be examined in depth. 

(c) On the basis orDr. Ojha Committee Report Security Planning 
Celt ftas been set up at Reserve Bank of India, Central Office, under the 
charge of a Special Security Adviser. State Level Security Committees 
have also been set up at all State Capitals with the Manager. Reserve 
Bank of India, Local Office as its convenor and Currency Oflicer. 
representatives of DBOD, Police Department and State Government 
are members of these Committees. These Committees review and 
discuss the security problems in the State and suggest remediaJ meas-
ures. The functioning of these Committees is monitored by the 
Security Planning Cell. Reports of robberiesJdacoities are also being 
received by the Security Planning Cell and these art" analysed for their 
modus operandi and if considered necessary, the matter is taken for 
follow-up of these caseo; with the Police Department. 

[Ministry of Finance (Banking Division), O.M. No. 15/3/88·Coord .. 
Dated 20-12-1988.] 

Reconnnendation 81. No. ~ (Para No. 4.16) 

The Committee are concerned to note that while a majority of the 
States issue licences for guns etc. only against the individual names of 
Branch Managers of banks causing difficulties to banks on change of 
incumbency. only one State on request by Banks, l~ > licences to 

~  manager by designation. It is understood that a few othe I' 
States have also since agreed to issue the licences by designation instead 
of in the names of branch Managers. ~ Committee recommended 
that th, Jegal position in this regard may be so revised if necessary, 
so as to ensure that the existing problems in the issuanc.: of licences 
wh,n there are changes in incumbency of the officer are obviated. 

Gevemment's Reply 

In regard to this recommendation Ministry of Home Affairs 
have already issued instructions to the Chief Secretaries of all States 
vide order No. V-II013J2J87-Arms dated 8 December 1987. Com-
pliance with the order with reference to the specific complaints will be 
monitored by the State Level Security Committees constituted recently 
in each State. 

[MiDLstry of Finance, (Banking Division) O.M. No. 15/3/88-Coord. 
Dated 20-12-t988.] 
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Recommendation SI. No. 47 (Para No.4 .17) 

The Committe\! further note that the time taken by State Go-
vernments in issuing licences varies from State to State but on the 
whole is excessive. The question of obviating the delay is stated to 
have been taken up by the Ministry of Finance with the Ministry of 
Home Affairs. The Committee recommend that pending amendment 
to existing legal provisions a snitable working arrangement may be 
arrived at to tide ever the present bottlenecks. 

Government's Reply 

Nodal Officers will be instructed to take up the question of ex-
pediting licensing procoourcs with their counterparts in the State Go-
vernments with review to evolving suitable working arrangements. 

[Ministry of Finance (Banking Division), O.M. No. lS/3/88-Coord, 
Dated 20-12-1988.] 

Recommendation 81. No. 48 (Para No.4 .23) 

The Committee find that the idea of setting up of a separate 
security force for banks, on the lines of Centra 1 Industria 1 Security 
force, did not find favour with vnrious committees which went into 
this question from time to time. The committee, therefore, suggest 
tha teach pub!i.; sector ba nk should revamp and e ugment its own security 
staff on an adequate level so that it is not dependent on other para 
military organisations except in ~ of currency chost branches and 
branches in disturbed areas. The Committee also suggest that the 
Security Planning Cell of the Reserve Bank of India should draw up 
a time bound plan for revamping and augmenting both in number and 
quality the security staff of each public sector bank and stringently 
monitor its implementation by the individual banks. 

C..overnment'sReply 

Committee's observation is noted and necessary action is being 
taken to review the organisations and strength of the security staff. 
However, it is reiterated that the responsibility for law and order and 
security vests on the State Governments. Whatever measures the 
Banks took would  have to be cost effective. 

[Ministry of Finance (Banking Division)O.M. No. 1S/3/8S-Coord, 
dated 20-t ~  988.] 

Recommendation Sl. No. 49 (Para No. 4.27) 

The Committee are unhappy to note that .eventhough ~ High. 
Power Committee on Security arrangements In banks had In theIr 
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report in 1983 recommended that the banks in consultation with RBI 
should explore the avenues of promotion for bank guards, the Reserve 
Bank is still only "contemplating" to set up a working group to look 
into service conditions of security personnel in banks. The Committee 
urge that the Reserve Bank should set up the working Group without 
any further loss of time for exploring better avenues for career growth 
of the security staff, so that necessary incentives and motivation could 
be provided to them for performing their duties more efficiently. 

GOVERNMENT'S REPLY 

Committee's observation is noted and necessary action is being 
taken. 

[Ministry of Finance (Banking Division), O. M. No. ] 5/3/88-(Coord, 
dated 20-12-1988.] 

Recommendation SI. No. 51 (Para No. 5.13) 

Two of the contributory causes for non-detection of frauds have 
been stated to be delay in settlement of inter-office transactions and in 
balancing of books. While in respect of inter-office transactions, 
it is reported that outstandings have come down from 408.71 lakh 
items for a value of Rs. 321701.72 crores in 1985 to 251 .51 lakh items 
for a values of Rs. ] 95693.94 crores in 1985, arrears in balancing of 
books have also been reported to have come down from 7232 branches 
in December, ]985 to 3531 branches in June, 1987. The Committee 
note in this connection that value of arrears was only Rs. 168565.26 
crores in 1983 which has unfortunately shot up substantially later. 
I n the circumstances, there can be no escape from the conclusion 
that the extent of arrears has piled up and position has deteriorated. 
The Committee need hardly recommend that a time bound programme 
will have to be chalked out for clearing the arrears in these fields. 

Reply of the Government 

RBI has been impressing upon Banks from time to time the 
importance of prompt reconciliation of entries in inter-branch account 
and urging them to initiate effective and concerted measures to keep 
this work up-to-date by streamlining their systems in this regard. The 
progress made by the Banks is being monitored on a quarterly basis 
during the Action Plan discussions held by the Governor of RBI with 
the Chairman of the Public Sector Banks and there has been consi-
derable and steady improvement in this regard. The position regard-
ing balancing of books is also being reviewed on quarterly basis during 
the action plan discussions by the Oovernor with the Chairman of 
Public Sector Banks. The banks have been advised to bring about 
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improvement by deploying special squads to complete the task with a 
time-bound programme. We have also reiterated to banks the need 
in particular for closefy monitoring the difficult branches and regions 
for the purpose. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord. 
dated 20-12-1988.] 

Recommendation SI. No. 52 (para No. 5.14) 

In so far as arrears in reconciliation of inter-office transactions 
and balancing of books of branches are concerned, the Committee 
reommend that steps should be taken to ensure that under 00 circum-
stances, fresh arrear are allowed to accumulate before the accounts 
for the year are certified by the statutoty auditors and for this purpose, 
periodical reconciliation system may be enforced and progress moni-
tored and guided from the highest level. 

Goverllment's Reply 

Reserve Bank of India and Government have been impressing 
upon the banks from time to time the need for timely balancing of 
books and speedy reconciliation of inter-branch accounts. The banks 
have been advised to make effective and sustained efforts to keep these 
areas of work upto date by taking all possible steps including stream-
lining of their systems and procedures, continual monitoring of arrear 
position. switching over from manual ~  of clearance to advanced 
modern scie'ltific system of mech'lllisation/computerisatioo wherever 
possible and also by deploying special squads for liquidation of old 
arrears in -a time-bound programme. The Committee's observations 
have also been brought to the notice of the Chief Executives of Public 
Sector Banks. Government have impressed upon the Chief Executives 
of banks the immediate need for-taking necessary steps for clearing the 
01d outstanding arrears in a time frame as quickly as possibJe and to 
ensure that no arrears are allowed to accumulate in future so as to 
bring the position upto date with a shortest possible time. The pro-
gress made by the banks is closely monitored by Governor, RBI on a 
quarterly basis during his discussions on the Action Plans with the Chief 
Executives of Pll'blic Sector Banks. The progress is a1so reviewed 
by Minister of State for Finance/Finance Minister in his quarterly 
meetings with the Chief Executives of Public Sector Banks. 

As a ~l  of continued emphasis given by Government/Reserve 
Bank of India to these areas of house-keeping, various steps as indi-
cated above have been taken/are being taken by the banks to liquidate 
the arrears in a time frame and there has been considerable improve-
ment in this r.egard. 
[Ministry of Finance (Ban'king Division), O.M. No. IS/3/8S-Coord. 

Dated 20-12-1988·1 
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Recommendation SI. No. 54 (para No. 5.31) 

The Committee are alarmed at the enormity of frauds being 
committed. year after year in connivance with the bank employees 
with impunity. They strongly feel that unless all the loopholes in the 
banking procedure are plugged and scrupulous adherence thereto is 
ensured there will be no end to this meanacc. As a first s.tep in the 
direction, the Committee consider that the cases pending against pank 
employees for their involvement in the bank frauds should be processed 
with a sense of urgency and deterrent punishment awarded to such 
employees, if found gUilty. It is really regrettable that in the case of 
as many as 1139 bank employee involved in frauds, departmental 
inquiries were stiU pending at the end of the year 1986. The Committee 
see no 'reason why the banks are proceeding with such cases in a lacka-
daisical manncr. The Committee expect the banks concerned to finalise 
the departmental inquiries without any further loss of time and take up 
the follow-up action on a priority basis. 

Governments' Reply 

This issue has been taken up with the banks number of ,times 
both at the Government and Reserve Bank's level. In the meetings 
of Ce,ltlal Vigilanoe Officers held from time to time the banks are 
urged to complete the departmental enquiries with greater speed. 
Though the banks are aJready seized of the matter and are taking 
suitable steps in this direction we will again convey the Committee's 
concern and advise them to make all eut efforts to complete the 
pending enquiries without further loss of time. 

[Ministry of Finance (Banking Division) O.M. No. 15/3IBS-Coord, 
dated 20-12-1988] 

Recommendation 51. No. 56 (Para No. S.34) 

The COJDmittee arc surprised to be infonnoo that even in the 
case of a huge fraud to the tUfte of Rs. 59.85 crores committed as far 
back as 1983 in the Loooon Branch of the Central Bank of India. 
final action with regard to the punishment to be awarded to some high 
officials involved therein is still pending. Even where the pWlilibment 
has beon awarded to some officials, it is of a very minor nature. The 
Committee consider it a question of moral turpitude on the apart of 
the Bank employees who are invoJwdin Bank frauds and are strongly 
of the opinion that examplary punishment should be awarded to such 
employees irrespective of their status. so that it acts as a deterrent to 
other employees. The Committee would like the authorities to finalise 
all these cases without any further loss of time. 

~  Reply 

Thc case relates to fraud perpetrated in the accoWlts of Mis. 
Esal Commodities, Mis. Levenco International Ltd. and Mis. Drup-
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lace Ltd. The Scotland Yard Police, London is investigating into the 
matter. Shri N.M. Valecha the then Chief Manager was dismissed 
from services after the departmental enquiry. Civil and Criminal 
suits have been filed against Shri N.M. Valecha and B.R. Patankar, 
then Branch Managers. The observations of the Estimates Committee 
will be advised to the banks and they will be urged to finalise cases 
pending against their officials speedily. 

[Ministry of Finance, (Banking Division), O.M. No. IS/3/88-Coord, 
Dated ~  

Recommendation SI. No. 57 (Para No. 5.35) 

The Committee take note of the measures taken to check the 
recurrence of frauds in overseas branches of public sector banks. 
It has, however, transpired to the Committee during evidence that 
the banks do not have the benefit of adequate economic intelligence 
which could fore-warn them against shady developments in their 
branches, abroad. The Committee, therefore, suggest that the 
Government should consider the feasibility of developing a suitable 
apparatus for collecting relevant economic intelligence and for dis-
seminating the same to the banks which have branchesloffices abroad 
so that the possibility of major frauds taking place in such branches 
could be averted in time. 

Government's Reply 

As sequel to cCltain d.evelopments during 1983/84 in centres like 
London, Reserve Bank of India has asked banks to constitute a forum 
in each of the overseas centres where more than one Indian bank is 
functioning for ('xchanging all vital infonnation relating to economic 
and other business activities particularly with regard to developments 
in the host country as well as in all other countries to decide country's 
exposures relating to trade financing and extending sovereign loans 
~ . An apex body of all the eight public sector banks having over-
~  branches was constituted at the instance of Reserve Bank of India 
, by the banks themselves named as FlDI (Forum of international 
divisions of Indian banks) which apart from getting feedback from 
individual bank and giving information to them, is also preparing 
several country profiles. RBI officers attend the FIDT meetings as 
observers. The FIDI will be asked to consider providing any other 
economic intelligence required for their branches abroad. 

Apart from above RBI also as and when it comes across any 
major in-;tance of fraud having been perpetrated at overseas branches 
of the banks. issues caution advices to other banks having Overseas 
branches so as to avoid perpetration of such frauds in their overseas 
branches also. 

[Ministry of Finance (Banking Division), O.M. No. IS/3/88-Coord , 
Dated 20-12-1988 



CHAPTER 111 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

ReeammeaUtion st. No. 1 (Para No. 1.10) 

The Committee. therefore, recommend that appointment of 
Chief ExeclJtives in public sector banks should be planned 5Ufliciently 
in advance and a scheme of "understudy" officers should. be work«i 
out to familiarise the incoming Chief Executive or Executive Director 
with the functions to be perf<,lnned by him. Initial appointments 
should as far as possible, be for the futl approved term. 

Reply of Government 

Initial appointment of the Chief Executives is normally made 
for a full term of 5 years subject to the condition that this does not 
take him beyond the age of superannuation as determined by the 
Government. As indicatod in reply to recommendation No. 1.19, 
every effort is made to ensure completion of selection process in time 
so that by the time the vacancy arises, Government is in a position 
to appoint the Chief Executives. Banks do have systems for fami· 
liarising incoming Chairman and Managing Director/Executive 
Director, if they are from outside the banks concerned, with their 
overall operations, policies and programmes. Where the whole time 
Directors are from within the banks no familiarisation is felt necessary. 
No 'Scheme' as such of 'understudy' officers for familiarising the 
incoming Chief Executives/Executive Directors with the working of 
the Banks is considered necessary. 
[Ministry .of Finance (Banking Division) U.O. No. 15/3/88-Coord., 

dated 2()'12·1988.] 

Recommendation SI. No. 15 (Para No. 2.7) 

The Committee also recommend that as far as possible, the 
basic requirements to be complied by banks as customer service may be 
notified in the form of rules and regulations under the relevant Acts. 

Reply of the GOlernmeat 

Banks are financial institutions rendering to their customers 
a series of financial services. In rendering these services banks have 
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to act prudently in the interest of the customer and also in its own 
interest. Therefore, it is not possible to make it a statutory liability 
of the banks to render specific services.' For example, opening of an 
account of a person is basic service expected of a bank. One may 
not, however, render this service where the bonafides of the applicant 
are suspect or where the identity is doubted (benami accounts). 
According services a statutory status is, thus, not likely to be opera-
tionally feasible. Besides, the status of customer service is not merely 
related to specific items. It depends on its quality which cannot be 
guaranteed by statutory status. Training and change of attitude 
towards· work and customers are the two critical inputs for improving 
customer service. These aspects are receiving more attention from the 
banks. 
[Ministry of Finance (Banking Division) O.M. No.15/3/88-Coord., 

dated 20-12-1988]. 

Recommendation SI. No. 28 (Para No.2. 64) 

The Committee are surprised to note that the Government/ 
Reserve B",nk of India have introduced MICR cheque technology in 
banks solely on the basis of operational convenience without bothering 
to consult Indian Banks Association and prominent associations of 
bank customers which should have been taken into confidence before 
altering the structure of such a popular banking instrument as cheque. 
The Committee are convinced that with the M lCR cheque as it is, 
the customers have been put to immense inconvenience for want of 
counterfoil, adequacy of space, convenience of posting in postal 
envelopes and so on. Provision of a page in lieu of the counterfoil 
at the end of the cheque book is too inconvenient to be of any practical 
use to the customers. The Committee recommend that Government/ 
Reserve Bank of India should examine the feasibility of providing 
counterfoils and adequate space in MICR cheques with a view to 
provide relief to the banking public from the inconvenience caused 
by use of these cheques. The Committee are, however, strongly 
opposed to the cost of cheques being borne by customers who 
have already been hit by the steep hike in service charges effected by 
banks in 1985. 

Reply of Govermnent 

The matter has been examined in consultation with the Reserve 
Bank of India (RBI). As a part of the modernisation/mechanisation 
of banking operations, it was decided to introduce MICR Technology 
for mechanised cheque processing covering local clearing and out-
station clearing. The RBI has reported that a decision to do away 
with the counterfoils of MICR cheque was taken by it with the 
concurrence of Indian Banks' Association (IBA) and after taking into 
account the views of the All India Bank Depositors' Association. 
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Standardisation of cheque forms isa pre-requisite for mechanised 
cheque processing system. This standardisation requires not only 
uniformity in size but also the quality of the paper. The MICR 
cheques have to be printed on paper that stands mechanical stress 
and enables smooth movement on machine rollers. The Ch@ques 
are, therefore, printed on higber value paper and contain magnatic 
ink which costs more than the traditional cheque. Counter-foil 
which was available with the traditional cheque book was about 
1/3rd of the size of cheque leaf. In view of the increased cost arising 
from stipulation of higher quality specifications for cheque paper and 
for printing,'provisions of counter-foils would have resulted in higher 
cost of the cheque books. In India, cheque books are provided to the 
customers free of cost and the entire cost is to he borne by the banks. 

Some customers had expressed unhappiness over the non-availa-
bility of counter-foils in the MICR cheque books. The Reserve Bank 
of India had examined this matter. According to Reserve Bank of 
India, apart from the cost angle, reintroduction of counter-foils would 
pose certain difficulties and also lead to wastage of capital investments 
made by some of the printers. However to mitigate the grievances 
of general public, provision of I or 2 record slips have been made in 
cheque books for convenience of customers to keep a record of de-
posits/withdrawals etc. Reserve Bank of India are also of the view 
that introduction of MICR cheques would facilitate eventual switch 
over to the practice of issuing cheques in loose leaves which is now 
followed by several countries. The revised system is expected to offer 
speedier clearance of cheques, thus benefitting the customers in a long 
run to a great extent. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord., 
dated ~  . 

Recommendation SI. No. 29 (Para No.2. 71) 

The Committee note that Income Tax is already being collected 
at selected branches of State Bank of India and understand that these 
banks also collect electricity charges in some metropolitan ,:entres like 
New Delhi. Since the recipients of the respective revenues maintain 
their cash in the banks only, 'the feasibiHty of extending personalised 
services in a bigger way than at present can be explored by the various 
banks managements. 

Reply of the Governmeat 

An examination of the feasibility of banks taking over the fun-
ctions of co&ction oftaxes/dues of lOcal authorities was examined 
with reference to Delhi Administration. It was found that banks 
,annot undertake this function without creating seperatebranches 
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for rl!ceipt of taxes/dues as combination of this function with normal 
branch work would result in deterioration of standards of service to 
customers. Banks at present perform the collection function for 
specific undertakings through specific agreemonts which are based 
on commercial considerations and careful assessment of workload 
involved. It may not be desirable to load the banks with numerous 
non-banking functions. 

[Ministry of Finance (Banking Division) O.M. No. IS/3/88-Coord .• 
dated 20-12-1988.] 

Recommendation SI. No. 33 (Para No.2. 84) 

The Committee note that credit card scheme has been .introduced 
by only 4 Public Sector Banks, namely Andhra Bank. Bank of Baroda, 
Central Bank of India and Canara Bank. The Ministry's contention 
that introduction of such a schemes by remaining 24 public sector 
banks should be left to the discretion and commercial judgement 
of the individual bank does not carry conviction as many of those 
banks who have not yet introduced the scheme operate in the same 
regions and cater to the similar clientele as those catered to by the 
aforesaid four banks who have introduced the scheme. The Committee 
therefore, recommend that all the public sector banks which have not 
introduced the scheme yet should also examine the matter in the 
light of the peculiar composition of their clientele and pattern of their 
operations and start credit card scheme as far as practicable. 

Reply of the Government 

As per the information available with the Government, so far 
credit card scheme has been introduced by AndhraBank, Bank of 
Baroda, Bank of India, Canara Bank, Central Bank of India, Vijay 
Bank and State Bank of India. Allahabad Bank has entered into 
collaboration with Bank of Baroda for use of tatters card by its clien-
tele. Dena Bank has introduced an agricultural credit card for 
catering to the ~ of the farmers. Government are of the view 
that the scheme of credit cards being essentially a scheme meant for 
the relatively better of section of banks' clientele and involving can-
vassing. of the cards with shops and estabJishme-nts for their accepta-
bility, there is no larger public interest involved to justify RBI/Govt's 
intervention to make all banks issue their own cards and that the 
public seCtor banks should be left to their individual commercial 
judgement to decide in the matter. 

[Ministry of Finance (Banking Division) O. M. No. lS/3/88-Coord •. , 
dated 20-12-1988.] 

Recollllllelldation SJ. No. 37 (para No. 3.13) 

The Committee agree that the customers service centres which 
have been started with laudable objectives, can perform only a limited 
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role in the pr(.'scnt system. The Committee. however, fecI that the 
service centres should be looked upqn Ni .institutions available for 
undertaking an overall view on problems of common nature rather 
than as institutions to redress individual grievances. The Committee 
hence recommend that the utility and objective of these centres may 
be reviewed and put on a proqtable footing. 

Reply of the Goverament ~ 

Customer Service Centres have been established primarily with a 
view to ensuring that grievances of public against banks are taken note 
of and expeditious action taken to red ress the grievances. The scheme 
of Customer Service Centres envisages collection of complaints at 
one central place, distribution of the same amongst the banks and 
monitoring of disposal of the complaints so received. The Customer 
Service Centres do look into some of the common issues which are 
source of the complaints and do suggest remedial measures to the 
appropriate authorities for guidance and advice. Whether some sort 
of Coordination Committees of these ,centres could consider common 
practices/procedural problems giving rise to customer complaints and 
make recommendations to RBI/Govt./IBA is being examined. However, 
the Customer Service Centres have to basically ensure expeditious 
redressal of grievances. It is not the intention of the Government 
to alter this basis objective of the Customer Service Centres. 
[Ministry of Finance (Banking Division) O. M. No. IS/3/88-Coord., 

dated 2().;12-1988.] 

Recommendation ,SI. No. 38 (Para 3.14) 

The Committee also recommend that the customer services centres 
, can profitably undertake the job of educating the customers on their 

respective roles in their dealings with the banks in respect of various 
types of transactions, including credit facilities, by arranging periodical 
workshops, guidance classes etc. in coordination with local Chambers 
of Commerce and customer organisations. 

Reply of the Government 
Loading of Customer Service Centres with a number of extraneous 

functions is not considered desirable as it is likely to dilute the basic 
objective for which the customer service centtes have been set up and 
make them spend their energies on functions which noed to be per-
fonned by the banks through state-level Bankers' meetings etc. 
[Ministry of Finance (Banking Division) O.M. No . . IS/3/88-Coord, 

dated 20-12-1988.) 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT OF WHICH REPLlES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

.ecommendation SI. No. 3 (Para J. 29) 

The Committee commend the branch licensing policy of RBI 
for the period 1985-90 under which branch expansion in urban and 
metropolitan areas will continue to be restrictive and new branches 
will be opened only in unbankedand underbanked pockets, as metro-
politan and urban areas are already well banked. The Committee. 
however, regret that the RBI and public sector banks have not taken 
any policy decision for pruning. relocating and restructuring branches 
in the metropo),itan/urban areas as suggested by the National Insti-
tute of Bank Management on the ground that the demand for banking 
services in these areas is expected to "go up with improved activities 
and economic development". The Committee are convinced that there 
are a number of over banked pockets in metropolitan/urban areas 
and public sector banks should identify such areas therein and re-
locate, restructure and prune such branches as suggested by NIBM, 
to improve effiCiency as well as customer services in such branches. 

Reply of Goyernment 

The National Institute of Bank Management (NlBM) had con-
ducted a national survey on Savings and Deposit Trends and Pattents 
at the instance of Indian Bankers As')ociation (lBA). It is presumed 
that the, Committee has this in mind. In its findings, the NIBM has 
mentioned that "suitable location of bank branches and 'quality of 
service' offered, are found to be the main criteria for choosing a type 
of bank by bank savers and as such. while opening new branches in 
future, both the location and customer service should de'iervc special 
attention of banks". Commencing from the ] 982-85 branch expansion 
plan. expansion in Urban and Metropolitan areas has been permitted 
on selective basis. particularly in under-banked/unbanked pockets 
in such centres. This policy has been continued for 1985-90 plan 
period as well. The question of closing of unviable urban/metropoli-
tan branches or shifting them from over-banked areas to under-
banked/un'Panked pocketlil was censidered by RBI and the- banks were 
advi')ed to make a quick review of such branches in over-banked 
areas and draw a suitable programme to shift the non-viable branches 
to other under-banked/unbanked localities. The response received 
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from the banks indicates that they arc not in favour of closing any 
of the urban/metropolitan loss-making branches at this juncture. 
However, it has been indicated by banks that they have examined" the 
working of such branches and are initiating time-bound action plan 
to make such branches viable. It is also likely that with the improved 
activities and economic development in urban and metropolitan 
areas, the demand for banking services and consequently business 
of bank branches in these areas will increase. Moreover, in view of 
the inconvenience that would be caused to the existing customers of 
such branches in the event of their closure and other dislocations that 
would be caused to the business thereby RBI is of the view that any 
attempts to close/shift the existing branches to reduce the branch 
concentration. shOUld be considered only as a last resort and on a very 
selective basis. 

[Ministry of Finance (Banking Division) U. O. No. 15/3/88-Coord. 
dated 20-12-88]. 

Recommendation SI. No. 4 (Para No. 1.37) , 

The Committee are informed that the productivity norms per 
employee is at present fixed at Rs. 16.84 lakhs. business per emp-
ployee. This is not considered adequate and scientific. The Com-
mittee recommend that time and motion study for all major functions 
in a bank should be undertaken and sCientific norms for staffiing and 
productivity should be evolved. 

Reply of Gmernment 

This recommendation has been examined by Government in 
consultation with Reserve Bank of India. Government as well as RBI 
is of the view that a broad and simple implementable criterion of total 
business, i.e. deposits -advances is considered to be adequate for cal-
culating prod uctivity per employer. 

~  of Finance (Banking Division) O.M. No. IS/3/8S-Coord. 
dated 20-12-1988). 

Recommenation SI. No. 9 (Para No. 1.42) 

As most of the functions perfo rmed in a bank are group functions, 
the Committee recommend that suitable incentive schemes should be 
provided to reward staff whose productivity during a specified period 
is above the average norms laid down. 

Reply of Gol'emmeRt 

'Productivity / mcu<;ured by business per employee is a broad & 
simple criterion and it is practically diffh;ult to work out 'productivity' 
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-of an individual. The concept as such does not include such fa etor as 
customers services. Moreover, most of the functions bein g group 
functions, it may not be practically feasible to institute any award for 
individual employees. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-
Coord. dated 20-12-1988]. 

Recommendation Sl. No. 24 (Para No. 2.44) 

Chairman Indian Bank's Association has admitted during evi-
dence that large amounts of deposits made by account holders who have 
made no nominations are being held up in banks as dormant accounts 
which ultimately go to Government and are lost to the legal heirs of de-
positors. The Committee recommend that as a social service to the 
family of the deceased,  the Banks must intimate the legal heirs at the 
earliest opportunity with a view to move them to initiate legal measures 
to get the account of the deceased settled. The Committee recommend 
that norms of C'onfidentiaJity should be relaxed and Banking Acts/Regu-
lations amef1ded, if necessary, in this regard. 

Reply of the GoYernmeot 

The objective underlying the Committee's recommendation that 
balances of deceased people shoUld not be lost to their heirs is un-
exceptionable. Efforts have been made during the recent past to ensure 
that deceased accounts' b.tlances are disbursed to successors/nominees. 
Problems become complex when the customers change adresses without 
informing the banks which prevent them from checking up the reasons 
for a dormant account. 

2. The Committee's ~  has becD examined in consultation 
with the Legal Department of RBI. The advice is that a banker cannot 
disclose about its customer's accounts except where disclosure is by the 
compUlsion of law or where there is a duty to the public to disclose or 
where interest of the banks requircs disclosure or where the disclosure is 
'made by the express or implied consent of the customer. A view is 
held that duty of secrecy continues even after the customer's death. 

3. However, keeping in view the need to resolve the problem 
RBI has been ad vised to examine again the feasibility of (a) taking from 
each customer an undertaking that informatol1 about the nwnber, name 
of the account, address of the account holder, branch where it is held 
etc, may be published in a local newspaper if the account remains in-
operative for one year or after maturity remains without instructioJUi for 
one year or (b) giving to banks the authority to publish the above in-
fonnation on dormant account before transferring them to RBI. 

[Ministry of Finance (Banking l)ivision) U.O. No. 15/3/H8-
Coord. dated 20-12-198H). 
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Recommeadatien Sl. No. 34 (Para No. 2.91) 

Notwithstanding the detailed procedures evolved for 5Crutiny. 
sanction or rojogtioD of loan applications, the Committee havorcceivDd 
several complaints on dolays and irregularities in bank's ~  in 
processiDi of loan apptioatiOns, not only in regard to loans in industries 
in normal credit atCI8.S bat also in regard to loans in priority sector. The 
Committee realise that the complaints could be in somo cases duo to 
individual ~  which. cannot be adequately met with by tho banks 
with due reprd to prescribed norms. However, the Committee bolievo 
that there are several cases wherein delays in processins of applieations, 
release or loan after sanction, and rejection of l ~  are not 
necessarily bued on genuine grounds and that a lot of t6Chnicality is 
allowed to play for even ordinary mistakes or slips in applications, 
1WiCh iO the inconvenimu:e and embarassment of the customers. The 
Committee recommend that in respect of each bank, a sample survey 
of the processing of loan a pplications may be conducted critically and 
at the same time, the public should be allowed to meet the inspecting 
officers to air their problem!!, s() that an objective review of the per-
formance of the banks could be done". 

Reply of the Governmen t 

As repeds the sugestion of the Committee to conduct a sample 
survey for each bank, Government considers that it would be worthw bile 
to utilise the existing set up for the purpose. The lead District Officer 
is· being asked to look into during his monthly branch visits the process-
ing of loan applications of priority sector beneficiaries in general and 
those of Government sponsored programmes in particular during 
October-December, 1988 quarter, after the village allocation under the 
service Area Approach is completed. During these visits they will be 
asked to look into the extent and cause for delays in sanctions dis bur-
sals and submit separate notes thereon. A consolidated report in res-
pect of the nual branches visited by the LOO's will also be submitted. 
Necessary follow-up action on the basis of the findings of these 
visits will also be taken. 

As reaards the questions of providing all opportunity to the appli-
cants to air their problems, Reserve Bank of India has already issued 
adequate instructions to banks forexpenditious disposal of loan appli-
cations a time bound programme has been laid down for the purpose 
and adequate mechanism exists in different banks to monitor these 
aspects. Individual complaints, if any, are loottd into by appropriate 
enquiries. In view thefeof, it is not considered necessary that aggrieved 
customers should have  interfaoe diS(;ussion with any authority to air 
their grievances. Even otherwise, the .fora of meeting the public 
on a specified day of the week/month already exists where such 
grievance could be aired. 

[Ministry of Finance (Banking Division) O.M. No. 15/3/88-Coord. 
dated 20.12 .. t988). 
I S81 LSS/89-8 
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Recommendation SI. No. 35 (Para No.3. 7) 

The Committee have reasons to believe that the arrangements in 
public sector banks for publicity Customer Education and Counsel-
ling in both rural and urban areas are more impressive on paper than to 
the satisfaction of the mainstream of banking clientele. The Commit-
tee therefore, recommend that arrangements in public sector banks for 
Customer Education/Counselling should be revIewed at a sufficiently 
high level with a view to augment and bring them up to the mark not 
only of the mainstream clientele of banks like traders industrialists, 
exporters/importers, foreign exchange dealers and farmers but also to 
that of small entrepreneur workers of the formal and informal sectors 
and the rural proletariat with regard to both the schemes for deposit 
mo bilisation as well as for disbursement of credit in the Priority Sector. 

Reply of the Government 

Conservations of the Estimates Committee are being brought to 
the notice of all banks by Reserve Bank of India. 
. [Ministry of Finance (BankingDivsi:on) O.M. No.15/3/88Coord· 
dated 20-12-1988]. 

Recommendation SI. No. 50 (Para No. 5 .12) 

The Committee have been informed that under the existing 
arrangements, each branch is su bjected to inspection once in every 12 to 
] 8 months, and a statutory audit once in 3 years for small branches and 
once a year for big branches, head offices and other accounts. In 
addition, a vigilance machinery, external checks by RBI etc., are also 
reported to be functioning. Notwithstanding these measures, it is per-
turbing to note that the internal security arrangements have proved 
woefully inadequate in as much as frauds have been perpetrated on the 
finances of the banks to the extent ofRs. 221.69 crores over a period of 
5 years ~  J 986. The Ministry is not in a positio.n to ~  an)' 
data regardIng the extent of frauds not located during InspectIon, audIt 
etc. but subsequently no.ticed ~  the ~  ll~  oug!U 
to have been covered by Inspection and audit. The Committee, ther. 
fore, cannot but conclude that there exist several cases of frauds which 
ought to have been detected during inspection and audit but were not 
~ . .. The Committee feel that there is an ~  ~ for 
Identification of the contributory factors that led to fallure In noticIng 
the frauds in. time by audit inspecting staff for fixing ~ ~ ~ . 
Further the Inadequacy in quality and content as also perIOdiCity 
of inspection and audit may be identified and special efforts taken 
to streamline the procedure. 

Reply of Government 

The main focus of the internal inspection/audit of the banks is to 
()nsur(" that various prescribed procedures and systems afe followed me-



51 

t.iculously. Because of limitations of time avaiJableinspectors have to 
satisfy themselves with sample checking in certain matters. Though 
during the inspection they do see fraud prone urea also it is di1ficult 
for them to examine all the transactions to rule out the frauds unless 
the inspectors have specials reasons to suspect frauds. The internal 
auditors who inspected stoc1cs/securitesin some accounts were able to 
detect frauds in the past. Banks to give wider covrerage to detection 
of frauds in their various training programmes. In the light of the 
Estimate Committee's advice RBI will further instruct the banks to 
lay more emphasis to the detection of frauds during inspections/ 
aduits. 

[Ministry of Finance (BankingDivision)O.M No. IS/3/88-Coord. 
dated 20-12-1988]. 

Recommendation SI. No. 53 (Para No. 5.15) 

Despite the extent of arrears in these fieJdsas also the extent 0 f 
frauds that are detected each year, the Committee find it difficult to 
reconcile that statutory auditors furnish to each bank cIean audit 
certificates and do not qualify their reports to indicate how far the 
arrears vitiate the correctness of the accounts. The Committee foel 
that had the auditors highlighted these arrears in their annual audit 
certificates all these years, the realities would not have been a hidden 
factor. The Committee, therefore, recommend that the role of statu-
tory auditors for supply of clean audit certificates may be c1early laid 
down. 

Reply of Goyernment 

Format of a bank's Balance Sheet and Prollt & Loss Account 
and the type of reports an auditor is requircd to givc are governed by 
Sections 29 and 30 of tho Banking Regulation Act, 1949. Whenever 
certain aspects of a bank's books of Accounts are not found satisfac-
tory, auditors do give appropriate qualifying remarks both (i) under 
"Notes" at the end of the Balance Sheet, and (ii) in the "Auditors' 
Report". 

Auditors' Reports and "Notes" in Balance Sheets of most of 
the banks contain several qualifying remarks such as "Reconciliation 
of inter-branch accounts and transactions are in arrears and items 
involving large amounts remained to be cleared for the past years" and 
"Non-reconciliation and non-adjustment of various accounts including 
inter-branch· adjustments and their effect on Rccounts including 
revenue not being presently quaJitifiable .... " etc. 

H would be seen that the statutory auditors do not always give 
clean audit certificates but do qualify their reports with appropriate 
remarks. 
[Ministry of Financ'e (Banking Division) O.M. No. l ~ . 

Dated 20-12-1988,} 
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RerommendatloQ SI. No. ~  (Para No. 5.44) 

The Committee are concerned to note that the extent of bad 
and doubtful debts accumulated over the years is not mentioned by 
the public sector banks in their ullnualaccounts, in view of the statu-
tory ~  provided by the Banking Regulation Act, 1949. The 
CommIttee do not agree with the stance during evidence that "time is 
not ~  opportune" and "it may not be in our larger interest" for the 
pubhc ~  ~  to disclose their ?ad debts .through their published 
accounts ImmedIately. The Comnuttee conSIder it as a sacred right 

' l~ to know what is happening to their hard earned mon'cys 
deposited wIth the Banks. In any case, the position has u'ndergone 
a great change after nationalisation of the Banks. The Committee do 
not feel that an overall disclosure of the bad debts affects the customer-
bank confidentiality as per the provisions of the present Act in any 
way. The Committee therefore recommend that Bank\ng Regulation 
Act 1949 and other concerned statuteS should be..amen'ded, if need be, 
at the earliest with a view to make it obligatory for all banks including 
public sector baDu to faithfully reflect thequan\qm of bad and doubt-
rul dObts including losses on account of frauds and dacoities, the 
amounts thereof written off 88 also thoir extent of overdue loans and 
advances to be recovered in their Annual Accounts for being laid on 
the Tables of Parliament. 

Reply of Govemment 

The Question of disclosute of bad and doubtful debts of banks 
has been further examined by Government in consultation with the 
RBI. aanking business essentially being one of th'e dealing in credit, 
the bulk of the assets of a bank are represented by the loaDs and ad-
vanoes given by it. There is therefore an inherent risk element in such 
business. What is important is that a bank minimises such risks by 
appropriate pre-sanction credit appraisal and post disbursal super-
vitions over credit. To the extent the loans and advances become 
doubtful of recovery, the banks should ensure that they are in a ~ 
tion to provide for suCh doubtful debts from current profits. The 
s.upervision over the commorcial bank's by tlie RBI CDSUrcs that ~  

~ appropriate lending policies and the l ~ in this regard are kept 
to the minimum. 

RBI are therefore of the view that mOTe re.ftection of tbe posi-
tion a bout'doubtfu I debts and provisions held therefor in the publisbed 
accounts will not be of any over-riding advantages; on the ~, 
apar rt from effecting the image of the ban k and ~  of the deposl-
tors it may lead to uninformed criticism. Such crittcism ~  adverse!y 
affect the image of the bank. This will have serious . ~  m 
the discharge of the basic functions of the bant as finanOla\ Jnter-
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mediary in financing the economic growth and more importantly 
allocation of credit in accordance with the Government's planned 
priorities. As indicated earlier this aspect was recognised by the. 
Ghosh Committee set up by the RBI and it had recommended that the 
exemption now available to banks from disclosing the position of bad 
and doubtful debts and the amount of provision held therefor should 
continue for the present. 

[Ministry of Finance (Banking Division) O.M.No.15/3/88-Coord. 
dated 20-12-J 988J. 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL 
REPLIES OF GOVERNMENT ARE AWAITED 

Recommendation SI.:No.55(ParaNo.5.33) 

The Committee regret the Bank's tendency to stop departmental 
inquiries against their employees involved in frauds as soon as cases 
thereon are instituted in courts by the parties concerned because tltis 
enables such bank employees to delay and postpone indefinately the 
day of their reckoning for the maximum possible time. The Com-
mittee strongly recommend that unless the courts issue specific stay 
orders against the departmental inquiries into the fraud cases, the 
bank should proceed with the departmental enquiries and finalise them 
quickly, say with a maximum period of six months. In this connection , 
the Committee further suggest that in cases the parties concerned have 
obtained stay order from courts., the feasibility ofissuing duly amended 
charge-sheets should be considered if the original charge-sheets have 
proved to be inadequate/incomplete/inaccurate. 

Reply of Government 

The suggestion will be examined in consultation with Indian 
Bank's Association and iffound feasible shall be conveyed to banks for 
implementing in consultation with their Legal Departments. 
[Ministry of Finance, (BankingDivision)O.M. No. lS-3-88-Coord, 
Dated 20-12-1988.] 

New Delhi; 
April 10, 1989 
Chol.ra 20, 1911 (S) 

ASUTOSH LAW 
Chairman, 

Estimate Committee 



APPENDIX 

(Vide ~  

Anal),a;s of action taken by GOI'ernment on 64th RlJIOrt of Estinuztes Committee 
(Eighth Lok Sablrfl) 

I. 

II. 

Total Dl&mber of Recommendations . 

R.ecommendations/Obkrvations whit h have been accepted by 
Government (S. No. I, 5-8, 10-14,16-23,2'5-27, 30-32, 36. 39-49. 
51-52. 54. 56-57) 

Total 

P';l"centai!c to total . 

nr. Rccommendalions/ObsefVltlions which Ihe Committee do not 
dcsirt to pursue in view of Government's rc:pliu (S\. Nos. 2,15,21. 
29, 33, 37, 38) 

Total 

Percentage to lolal . 

lV. Recommendations/Observations in ~  of which Government's 
l' eplic! have not bccnaccept<d by tile Committee (SI. Nos. 3,4,9,24, 
34.35,50,53,58) 

Total 

Percentage to tota I 

V. Reco1lUUtndalions/Observations in rup" t of whi,1l fini l"cpliu 0 f 
Gov(tnmentare awuitcd (SI. NC'. 55) 

Tolal 

p,rcrntege to lola 1  . 

5S 
MOIPRllND-.. 1581 LSS/89-VIIJ ·23-6-89-950 

41 

71% 

7 

13% 

9 

1% 
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