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" INTRODUCTION 

I, the Chairman of Estimates ComJilittee having been authorised 
by the Committee to submit the Report on their :behalf, present this 
!fixty-fourth Report on the Ministry of Finanee-, Department of Economic ' 
Mairs-Banking Division-Customer Services and Security Symem in 
Nationalised Banks.' 

2. The Estimates Committee (1987-88) 'took the evidence of the 
representatives of the Ministry of Finance (Department of Economic 
Affairs) on 4th and 5th January, 1988. The Committee wish to express 
their thanks to the Secretary, Banking Division,' Department of Economic 
Affairs, Deputy Governor, Re.serve Bank of India ,and other officers of 
the Department and the Bank for placing before them the material 
and information which they desired in connection with the examination 
of the subject and for giving ,evidence before the Committee. 

'3. The Committee also wish to expresii their thanks to Shri R. 
Srinivasan, Chairman, Indian Bllnks Association for making valuable 
suggestions to ~e Committee. 

" 4. The Committee also wish to express: their. thanks to all the 
associations and bodies who furnished memoranda on the subject to the 
Committee. ' 

5. The Report was considered and adopted by the Estimates Com-
mittce l ~  on 12th April, 1988. ' 

. . 

6. For facility .• )f reference, the recommendationsiobseivations of the 
Committee have been printed in thick type in' the body of the Report 
and have aiso been reproduced ina consolidated form in Appendjx to 
the Report. 

NEW DELHI; 

April 14, 1988. 

Chaitra 25, 1910(S)., 

(v) 

CHANDRA TRIPATHr, 

C hairrntm. 

. ll ~s Commitlu. 



CllAPIElll 

ADMINISTRATIVE MA'tTERS 

A. iatroductory 

1.1 With· the nationaIisationof a large nwDber JJi ban4 banking 
system is looked tlpon by the piblif essent1a1ly as a social orJPisaaioD 
• rendering financial service to su se~e the socia-economic objcdives of 
. the society. It bas come to be re~e  thQ.t the 50cial pe o ~ 

of the banks is not peripheral, but vital to the banks themselves and in 
a way; the very reason' for their existence. From this point of view the 
prime functions of .the banks is conSidered as. ~ creation. and. l ~ of 
customer-cri,ented ~r es in a custQmer-satisfying manner. .. . 

1.2 With the rapid expansion in the availability of banking service 
after nationalisation, it· became necessary for a study of .customer servf'ces 
in all its aspects. in the banks in hldia' fur a COQlprehensive appraiSal. 
Government constiU1ted for this p~e a· Worldng GroUp on CustOmer 
Service ill banks in March, .1975 and this Group submitted·its finalrCport 
to Government 00 31st March, lfJ77. According: to the: repOrt lIf'this 
WorkiDg Group, the totality of customer dis-satisfaction could be attri-
bUted on one or more d. the foIlowiDg causes :-'-

(a) delay and inaccuracy in putting through transactioas, 

. (b) delay and inadequacies in correspondelKlC, 

- (c) delayed, faulty and unhelpful dedsion-making, 
(d) absence of elementary dmcipIine, 

(e) u~e emphasis of statio on observance ~ n ~ n  proce-
dures, and generally, lack . of organisational support:· ror 
l e so~ le and on ~ departures, 

(f) in reaard te credit appticatiOns, particulerly-

(i) scb;eme-designs lacking the essential adaptllbility or 'lleD-
biJity to cater to individual customer needs,. . 

(ii) questions asked and data required, not· al ... · mevant 
andlor available, and, perhaps, expensive to opiain, 

(..iii) aU qUeries not raised at one time. 

(tv) complicateQ. documents and amd:Jea:soaIe lti'Ocedures rtprding 
. ~u en on  

(v) Jack of couaseUiag aud, 

(vi) malafidos of bank staff, ~ ~  
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(g) lack of unifotmitv in bank r es so l~ of these also 
perceived by ~ o ers to be high, 

(h) customer being viewed as a 'faceless' unit of businesS-and, 
the resultant absence·of any meaningful bankt'r-·customer 
communication, and 

(i) general attitude of unconcern and apathy for client. 

1.3 In view of the enormity of ep~o le  ~ n  fa,ced bv the 
. .nationalised Banks today the Committee in 'the succeeding paragraphs of 
. the Repon have ventured to make suggestioqs for improvement in the 
customers services with the earnest hope ~  the Ministry!NationaUsed 
Batiks Wih implement them faithfully in letter and spmt. 

B; Vacancies in tbe Board of Directors' 

'1.4 According to the 'provisions in clause 3 of the Nationalised Banks 
(Management amI s e l neou~ Provisionii) Schemes, 1970 and 1980, 
the Boards of Directors of Nationalised Banks are constituted by the 
Central Government consisting of not more than two whoktime dirc;ctops, 
and 'oilier non-officialjpart time Directors representing various interests. 
One of the whole time Directors is to be the n n~ Director and  any 
Director on the Board can be appointed as Chairman of the Board. It 
is . thus permissible for the same person to be appointed as Chairman and 
M;maging re~  "'hich is the practice being .followed at present. The 
Managing Director is the Chief Executive Officer of the nationalised bank 
and exercises powers and discharges such duties as ar.e delegated to him 
by the Board of Directors. Also being. Chairman of the Board of 
Directors, he pre!ides over the meetings of the Board. 

1.5 The secorid whole time Director, designated asExecutive Director 
is envisaged as second-in-commandof the organisation. He is expected 
to: assist the Chief Executive in o~ul on of operational policies and 
. evolution .of strategies for development of the organisation along sound 
'lines. He is also' expected to discharge duties and exercise powers dele-
gated to him by the Board, thereby reducing the load of work on the 
Chief Execativt. During the absence of the Chief Executive, he is also 
expected to look after ,the current duties of ithat post. 

1.6 A non· official organisation of Depositors has, inter alia represented 
1o-.. :the Committee:-

.' 
. ~  .' 

''The main problem. today is not deleption of powers. The 
existing system, evolved over ili.e e ~s. provides for it. 
r~ ru l point is exercise Of those powers. O\er-centrali-
satioa, particularly by the Union Finance Ministry, is the 
main cause of the paralysis' of the banldng system today. 



The failUre 01 .the Finance Ministry to appoint even Board of 
Dirc;CIOTS, as requited by the Scheme drawn under ParUa-
mentary mandate, is interpretetl by the public os Finance 
Ministry's usurpation of total powers aver the banking 
industry through over-centralisation." 

1.7 The Ministry has informed the Committee that as on 5th December, 
1987, none of the Nationalised. Banks had a non-oflicial Directorlnon 
workman Director on its Board and out of 20 Nationalised Banks, 18 banks 
had Chairman and Managing Directors and 13 banks had Executive 
Directors on their Boards. All the 20 Nationalised Banks had Govern-
mentlReserve Bank of India nominees on their Boards and 14 Nationalised 
Banks had workmen Directors as on that date (5-12;,.1987). 

1.8 According to information furnished. by the Ministry; the posi-
tions of Chciirman-cum-Managing Directors and lor Executive Directors 
remained vacant, at a 'stretch for 2 months or more, in \"arious Nationlised 
Banks, during the period 1983-87, as follows :-

. Dank' 

CelltralBank of India 

BaD)( of India 

Pul{\ab National Bauk 

Bank of Baroda 

UCX> Bank 

Caaara Bank 

Unite Bank of India 

DeaaBank 

Syndicate Bank 

. Union Bank of India 

'. Allahabad Bank 

1435 LSS/88-2 

Chairman Managing 
Director 

Executive Directors 

------------------_ .. _._-
2 

19-2-85 to 28-4-85 
(2 mooths) 

9-11-86 to 13-6-87 
(8 M!)nths app.) 

5-2-85 to 12-5-85 
(3 mooths) 

10-9-83 to 21-12-83 
f 3 month,) and 26-2-84 to 
9-7-84 (4 months) 

24-6-87 toJate"(5 mODthi) 

3 

5-8-84 to 21-2-86 (t yr. 6 
months app.) 

13-8-84 to 20-2-86 
(t yr. 5 months) 

1-1-83 to8-ll-&3 (10 mths. 
and 12-11-84 to 1-7-81 
(2 yr. 8 months app.) 

5-8-33 to 19-10-83 
(:-112 months) 19-2-85 
. ~o 24-2-86 (1 year) 

1-1-13 to 23-2-86 (3 yrs.) 
and 2-8-86 to date (l Yr. 
4 months) 

1-1-83 to 13-10-83{9 months) 

23-11-16 to 3-7-17 (7 months) 

1-1-83 to. 19-10-83 (9 months) 
. and 3-9085 (0 21-2-86 
(5 molXbs app.) 

10-7-84 to 21-2-86 (1 yr. and 
7 mooths)and ~  let dato 
(1 yr. &. 3 mlY.1thd 

I ~ to 20-.!-86 (lyr . 
9 months app.) 

1-1-83 to 6-3-86 (3 yri. 

2 TlIOuths) 



----_. --:------~ ~ -----------
2 

Indian Bank 

B ~k of Mahanlshtra 

Indian Overseas Bank 

Andhra Bank 24-9-84 (013-6-85 
(8 months) 

. C!Jrporation Bank 

New Bank ()f India 14-12-83 to 15-3-85 
• ;;- (1 yr. 3 months) 

Oriental Bank of Com- 10-10-83 to 25-4-84 
meree (6 months app.) 

Punjab & Sind Bank 

Vijaya Ba,nk 23-3-84 to 7-6-84 
(2 months) 

~

3 

16-2-83 to 13-10-83 8 months 
app.) 
6-2-85 to 23.2-86 (1 year) 
and 13-10-86 to 1-7-87 
(8 months) 

20-9-83 to 2-3-86 (2 yrs. 
5 months) 

1-1-83 to 21-9-83(8 months) 
27-3-84 to 20-2-86 (1 yr. 
11 months app.) and 
22-10-87 todate (2 months) 

1-1-83 to 2-3-86 (3 yrs. 
~ months) 

16-2-83 todate (4 Yrs. 10 
months app.) 

1-1-83 to 25-9-83 (9 months 
app.) and 16-3-85 todate (2 
years 9 months app.) 

H-83 to 23-2-86, (3 yt:ars) 

1-1-83 to 19-9-83 ( 8 mouths) 
and 13-10-84 to 31-7-86 
(1 yr. 9 months) 

8-6-84 to 2-7-87 (3 years). 

1.9 Asked during evidence to justify vacancies at a stretch· of the 
pools Oi Chalnpan.:cum-Managing Directors and Executive Directors 
ranging from 2 months to almost 5 years .in the Boards of Directors, 
Secretary Banking -stated :-

"There Wall a period in which the Government was not appointing 
them (Executive Directors). That was a ~ s on which 
was taken sometime  in 1984. Then certain reports came to 
the Government suggesting that we shQuld not try to have 
Executive Directors. In two Or three banks, this was causing 
some problem of authority: .. There was a period of about 
2 }ears -when no appOintment for Executive Director was 
being made . -... After a review of that, it was decided it was 
good to have Executive Directors. Whenthe Chairman 
was on tour, there should be so ~  who could take 
o ~ . and cha'r.ge; of the bank. Last year, the vacancies 



of the Executive Directors which, were earlier existing, bad 
been filled up, although'there were very few vacanctes, about 
6 or 7, which are still not being filled up .... A proposal  for 
filling them up is under consideration." 

1.10 ,Asked what tyPe 1)f factors or differences of opinion or dh;advan-
tages had cropped up between Chairmen and Executive Directors in 
Banks, the witness replied :-

"The 'experience in ~o or three banks at a partiCular point ,of 
time' shows that there were inter-personal problems between 
the two and this has resulted in some problems in the 
proper management of the banks. Ii was point.;d out' by 
some that because the Executive Director and tfJe Managing 
Director ,have been appointed by the Government, that 
cre,ated some inter-personal problems in two three banks ... , . 
We have already surmounted j,t." ' 

1.1 t On the reasons for not still filling up the vacancies of Executive 
Directors in the remaining 7 nationalised banks, the witness stated :--

"There is an Advisory Committee headed by the Governor of the 
Reserve Bank of India which makes recommendations to the 
Government and these recommendations are considered by 
the Government. ..... I ~o  exactly tell you where a l~ 

is pending because this type of information is not revealed. 
But you. are familiar with the procedure of the Government 
that it has to go through varioUs channels before anap-pOint-
ment is made ultimately." , 

l.i2Asked why the Executive Directors' posts should be kept vacant 
for years even after a decision has been ,taken to till them, the witness 
conceded :-

"It should not be kept vacant. I' would accept that these posts 
of ED should be filled up .as soon as the prese$t incumbent 
retires. There can be no difference Of view on that. .... .It is 
my personal view that we must try our ~  to ensure that 
no vacancies will be' kept. Some vacancies do OCcur and we 
should take advance acrtion." 

1 a 3 Asked to clarify whether in the' event of vacancy in the post, 
of Chairman-cum-Managing Director, the Executive Director or ne~  

senior re~or exercised powers as delegated by the B ~r  or as re ~ l 
by the Finance n ~ r  the Additional 'Secretary rep1ied __ . '  , 

'''IIi the case' of executive direct9r ,the ;Fina.."1.c,e, Ministry.: oe~ 
issue instructions that, such and such' person. 'will look aiter 
the current and various duties ~on er n  that partieUlar bru;k." 
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1.14 ARked if the executive director was not also there, what would 
te the position the witness ~ e  -

"Then the matter wjll again have to be referred ,to the Finance 
Ministry and the  Finance Ministry will issue an order circum-
scribing the parameters within which a particular puson 
win have to work." 

1.15 On being pointed out by the Committee that when even Junior 
Otlicers were appointed to act in the ~ sen e of both the Managing Director 
and Executive Director and the former. could manage the ~ rs of the 
b!Ulk quite well generally, the posts of Chairman-cum-Managing Director 
and Executive. Director  were redundant or superfluous in the Banks, the 
witness contended:-

"When certain unavoidable situation arises, you have to take 
rec()urse to something which is not normal. That does not 
necessarily mean· that because for a limited period of time, 
he is' able to carry on the function, we should make that a 
nom;al pattern." 

1.16 The Ministry has added that most of the vacancies at present 
on the Boards of Nationalised Banks relate to non·oflicial directors most 
of whkh ila\'e arisen since 1985. The process of filling up 
of these vacancies has already been initiated. Vacancies of non-workmen 
Director' have not been filled due to widespread litigation at different 
High Courts in regard to manner of nomination of these Directors. 

1.11 Asked whether the performance of. Banks could be upto the 
mark in the absence of non-official directors, the Secretary BankingrepJied : 

"That is not so .. ' .. Non-official directors are an essential part of 
our scheme of things and should be appointed on the Board, 
But there is delay." 

1.18 There were four instances during ~ three years viz. 1!}85, 
1986 and 1987 of s ~r er  extensions of tenures of Chief Executives of 
public sector banks pending final decisions and ther\!' have been two 
instances of extension of tenure at present. The Ministry clarified in 
this regard that in terms of statutory provisions governing the appointments 
of Chairman & Managing Directors of public sector banks, such appoint-
ments are Dlade for specified periods duly notified in the Gazettes. Even 
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t 

where pending final decisions on grant of regular longer terms, shqrt-
~ extensiolls;appointments arc given, they constitute a duly approved 

and legally valid tenures-legally, therefore, a Chairman & Managing 
Director continuing in position beyond his tenure does not arise. 

1.19 The Committee note that during the last five years vacancies in 
Public Sector Banks have frequently existed in the offices of Chairman-cnm-
Managing Director for periods ranging from more than 2 months' to one 
year and three months and those of Execntive Directors for periods ranging 
for more than two months to four years and ten months. Vacancies (If 
Chairman-cum-Managing Director and Executive Director have also simul-
taneously existed in the Central Bank of India for more than 2 months Le. 
[rOD) 19-2-85 to 28-4-85 and for roore than8 months, i.e. from 24-9-1984 
to 13-6-1985 in Andhra Bank. Tbe Committee .further note that as on 
5th December, 1987 wliiIe only 14 Nationalised Banks' had workman Direc-
tors, none of the Nationalised Banks bad noo-official!non-workman director 
on ~ Board and that wide spread 'litigation l,,'as going on regarding the 
manner of nomination -of non-workman directors. AL .. o directors represent-
ing the interests of working class had not been appointed in any bank §o 
far. The Committee consider this situation as most unfortunate and are firmly 
of the view that for effective functioning of an)' organisation, and in parti-
cular Nationalised Banks, which cater to the people at large day in and 
day out, there ought not to be any vacancies in the top management for 
long periods. The Committee also find that in terms of Nationalised Banks 
(Miscellaneous Provision) Scheme 1970 and 1980, while the Government 
has assumed powers to appoint or remove at will both whole time and other 
Directors on the Boards of Nationalised Banks, it bas found it convenient 
t.o pun on with truncated Boards of Directors on most of these Banks 
lending credence to the representations to the Committee that with noo-
appointment of many whole-time and other Directors on these banks, 
Ministry was usurping powers belonging to the Boards of Directors through 
over-centralisation. The Committee strongly recommend 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 posts of _ whole time Directors on these B8Jlks are fiIIelI in, 
due time and vacancies do not, in any case, remain unfilled beyond one 
month and that the posts of both Chairman-cum-!\Ianaging Director n~ 

Executive Director in the same bank are at no point of time allowed to 
remain vacant simu!taneouloly. The Committee further recommend that 
urgent steps should be initiated to appoint workmen directors in the remain-
~  6 Nationalised Ranks and to appoint directors -representing the interests • 
of non-workmen employees in all these Banks. 

1.20 The Committee further note that during the last three years, while 
the tenure of Chief Executives ,!f three NationaUsed Banks was initially 
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"extended" for one or two months only pending approval of their regular 
term, at present· also the Chief Executives of two sIKh banks are on 
"extended tenure" pending a decision on their tenure. The Committee feel 
that in such cases Chief Executins are in effect appointed initially ou a 
short term basis for one or two months only pending a decision about their 
approved tenure. The Committee are of the view that this manner of 
appointing Chief I!:xecutives is bound to create uncertainty in the minds of 
incumbents and affect their morale and efficiency of their work. The Com-
mittee, therefore. recommend that appointment of Chief Executives in 
public: sectOl' banks sholdd be planned sufficiently in advance and a scheme 
of "nnderstudy" officers shonld be worked out to familiarise the incoming 
Chief Executive or .Executive Director, with the un~ons to be • performed 
by him. Initial appointments should as far as possihle, be fOl' the full 
approved term. 

Co Increase in Growth of Branches 

1.21 The table below il'ldicate the growth rate of branches during each 
of the last 3 years ' 

(i) Rural Branches 

(ii) ~ r  Urban, ~ rop n por  

Branches 

Town Total(i)&(ii) 

Percentage of rural branches to total branches . -------------------_. --------~

position as on 

December e e~ r 

1984 1985 

• 15074 16515 

18943 19412 

-------
34017 35927 

-----1'----
44.3% 46% 

December 
1986 
-----
16557 

19707 

36264 

--
45.7% 

1.22 It has been stated that in allotting rural centres for' opening 
br.anches, preferencc has been given to the Regional Rural Banks (RRBs). 
During the years 1984, 1985 and 1986,RRBs have opened 2187, 2380 and 
174 branches respectively in rural areas as against. 790, 190 and 42 rural 
branches respectively opened by the public sector ·banks. The ratio of 
branches in rural areas to total number of branches in respect of public 
sector banks, including Regional Rural Banks is stated to be as under : 

.. 
------_.--_.-._------- .~~ 

Total Branches 

Rural Branches 

% of Rural Bran;:hes to t(llal bi'anches 

~ e er Deceml)er December 
1984 ]985 1986 

----------------------------
. 44304 48529 49063 

24516  28149 28368 

55.3' 58.0 57.8 



1.23 According to Ministry the rapid spread of branches was one of 
the main causes for delay in services of the banks as the expansion left the 
Banks wanting in suitable trained staff. The National Institute of· Banks 
Management has suggested, after conducting a survey of Bank depositors 
and customer services, that in large MetropolitaniUrban branches pruning of 
branches, re-Iocation and restructuring of activities may contribute to im-
provement in Customer Services. 

1.24 Asked why the question of provision of adequate experienced man-
power to man the Branches was not thought of along with the opening of 
more and more Branches, the Ministry has stated in a written answer that 
by its very nature, building up of trained and experienced man power was 
a time consuming process. The priority. indicated to the nationalised banks 
immediately in the post nationalisation period was to extend their services 
.to 'neglected areas and neglected sections of the community, which had till 
then been denied access to the banking facilities. In the context of this 
priority, it was obviou.sly not feasible for the banks to deny the fruits of 
nationalisation to the neglected areas and sections of the people on the 
ground that their man-power did not have adequate experience of handling 
banking operations. Bank management ,have, hqwever, made attempts to 
keep pace with branch expansion to the extent possible by expansion of 
training facilities and increasing. the intake through recruitment. 

1.25 The Ministry has further stated that the Reserve Bank of India 
has drawn up branch licensing policy for the period 1985-1990 for 
opening of branches in ucban and  metropolitan areas. In accordance with 
this policy, expansion of bank branches in ~ urban and metropolitan areas 
will continue to be restrictive and banks will· be allowed to open branches 
only in unbankediunderbanked pockets of these areas on a highly selective 
basis taking into acc,aunt specific needs and potential viability of the new 
hranch. This is because in R.B.I's view, these areas are adequately 
banked. Reserve Bank has also indicated to the banks that while consider-
ing their applications for opening branches in urban and metropolitan areas, 
due e ~ e would be given, inter alia, to overall profitability position 
of the metropolitan and urban branches of the banks, the house-keeping and 
customer service -aspects, deployment of credit to' the priority sector and 
weaker sections, etc. ' I 

1.26 According to. the Ministry, the demand for banking services in 
urban and metropolitan areas are also expected to go up with improved 
acth'ities and economic development in these areas. This would need conti-
nued presence of the existing branch network in these areas. No policy deci-
sion has, therefore, been taken for shifting or re~ llo n  branches in urban 
and metropolitan areas. oV 

1.27 Asked during evidence to justify the reported existence of only one 
branch each of some Nationalised Banks like New Bank of India and .. 
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Oriental Bank of Commerce in L.'\!rtain centres, like Goa, allegedly for the 
sole purpose of holidaying of the bank executives concerned, the Secretary, 
_ Banking replied ;-

" .... I cannot answer that point why they have opened a branch 
there. But it is a general tendency for the banks to go to com-
mercial and tourist areas. The reason for that is when their 
constituents go to these-areas, they are able to enjoy certain 
facilities which are available to them in that branch only. There 
are various considerations in terms of customers service .in 
opening ft branch in a large city." 

1.28 On being pointed outby the' ComMittee tl!:!t the position of the 
two banks was almost the same at Chandigarh, Kerala and Tamil Nadu 
aiso, the Secretary, Banking stated ~ 

"This is the nonnal practice in regard to (;ommt:rcial banks. ,There-
fore most banks would l k~ o ~ e a small -branches in all 
major cities at least." 

1.29 Tbe Commi:: . commend the bl'8llCh licencing policy of RBI 
[or the period 1985-90 under which branch expansion in urban  and 
metropolitan areas will continue to be restrictive and new branches wiD, 
be opened only in anbanked and underbanked pockets, as metropolitan 
l ~ 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 metropolitanjurban 
areas as suggested by the National Institute of 'Bank Management on the 
,ground that the demand for banking services in those areas is expected to 
"go up ~  improved -activities and ecooomic development". The o ~ , 
mittee are convinced that there are a number of  over banked pockets in 
mctropolitaniurban areas and public sector banks should identify such areas 
therein and relocate, restructure and prune such braochesas suggested by 
NIBM, to improve efficiency as well as customer services in such branches. 

D. Staffing and Productivity in Banks 

1.30 In January 1987 Government advised all public sector banb to 
follow certain guidelines for the purpose of stafi recruitment in banks. 
Within the frame work of these guidelines banks are free to recruit addi-
tional staff in all categories upto Middle Management Scale IlIon the 
basis of the permissible growth during a particular year. As for the Officers 
in Scale IV and above, banks have to seek specific approval from Govern-
ment. The rate of ~ro  of staff in each of the 28 public sector banks is 
linked to average productivity per employee in that bank vis-a-vis the average 
productivity per employee in the banking 'industry. Banks with productivity, 
per employee below the industry average, will have to restrict their addi-
tional requirements of staff to the extcIft of 1 per cent -'Of their total staff 
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as at December 1986 and those with average productivity per employee 
above the industry average can resort to fresh recruitment upto 1.5 per cent 
of their total staff strength. 

1.31 An organisation of bank customers has represented to the 

Committee :-
"There has been a substantial increase in the branches as well as 

workload especially on account of an increase 'in the manufac-
turing, trading activities & export import trade. However there . 
is no pioportional increase in the staff and the same has not 
been evenly distributed. In certain branches where the work-
load has increased and there is a justification for an increase in . 
the staff on account, their demand cannot be met with for 
want of space also. We understand some banks do not have 
even adequate typists to type memos to send to the customers." 

1.32 In a written answer to the Committee the Chairman Indian Banks" 
Association. has argued in this regard ;-

"It may not be correct to say that due to lack of adequate staff, 
customer service is adversely affected. No doubt· in some areas 
re-deployment of staff could help in improving customer serVice. 
This is being attempted by banks in a phased manner as mass 
re-deployment is not feasible administratively and may also 
cause industrial relations problems ....... . 

The IBA has set up a Committee on Productivity Norms which is 
going into this aspect and will consider the feasibility of recom-
mending standard norms for the banking industry for deter-
mining the staff requirements for. each bank." 

1.33 The Ministry has stated that the discussion on Action Plan for 
the period November, 1985 to December 1987 which the Governor RBI 
had with Chairmen of Public Sector Banks hit. revealed that one of the 
facton; responsible "for low productivity and profitability was surplus 
pockets of staff particularly at urban and metl'Opolitan branches. Banks were 
advised to undertake an indepth reassessment of their staff requirements 
keeping in view the guidelines providing inter alia that excess staff in 
various branchesicontrolling offices should be identified and re-deployed at 
needed branches I offices, before creating additional posts. Some banks  are 
stated to have identified the excess staff and re-deployed them. Some relaxa-
tions are stated to have been made in the norms of 1 per cent or 1.5 'per 
cent growth after the issue of the guidelines, with regard to :-

t I) Security staff ~ ..  for branches of banks situated in Punjab 
State; 

(ii) Security staff to be deployed at branches having 
chests and those identified as high risk branches; 
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(iii) ,Staff on deputation with Regional Rural. B nk~. 

In addition to the above relaxation, special problems faced by any 
particular bank are considered on the merits of each case. 

1.34 Asked during evidence why out of the 840 clerical vacancies. 
notified by the Recruitment Boards in 1986, only 200 candidates had been 
:tctuaUy appointed and a fresh recruitment notice was being issued by the 
banks, the Additional Secretary in the Ministry' stated :-

"What had happened was that earlier the banks' were projecting 
their vacancies based on their projected business. The Reserve 
Bank of India found that the growth of staff and the bank was 
not really taking place ina very rational manner. We find 
. that in some pockets there were surpluses while in certain 
other pocket staff was not available. Very often staff wanted 
to stay in the metropolitan cities only. Therefore, in 1986, the 
Reserve Bank of India stipulated a formula which was broadly 
like this: total number of deposits + total number of advances 
divided by the total staff. That will fix the norm. What they 
found at that stage was that the norm was around Rs. 16 lakhs 
p~r employee. If it is more than Rs. 16 lakhs in any bank then 
they can make recruitment up to 1.5 per cent of their staff 
strength. Thus if the norm is below Rs; 16 lakhs then they 
can recruit only up to 1 per cent. The idea was that by en-
forcing this discipline banks will internally tighten their total 
staff deployment and thereafter wc can see in what manner 
the staff. should be provided." 

1.35 The Deputy Governor RBI referring to vacancies notified' in 
. t 986 added :-

" .... you want ~ the list should be kept alive. I have been told 
,tbat it has been kept alive." 

1.36 ,ProductiVity :-Acoording to the Reserve, Bank of India the 
average productivity per employee for the banking industry during 1986 
was e!>timated at Rs. 16.84 lakh of business (i.e. deposits and advances). 
Average productivity per employee for various banks during the' period 
prior to 1986 is not availf1ble, as information on average deposits and 
avenige advances on a fortnightly basis was ~ ne  from banks only from 
the year 1986. Reserve Bank of India has also informed the Ministry that 
the productivity per employee for the year 1987 has not been estimated as 
the r.:!quisitc data from all the 28 public sector banks have not yet become 
available. On. the basis of the estimated productivity per employee for the 
year' 1986, 1 (j hanks, according to RBI, were below the industry level 
. average and 12 were above the industrial level average. 
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1.37 The Committee l:lI'e informed that the productivity DOm) per 
empJoyee is at present fixed at Rs. 16.84 lakhs bO'liness per employee. This 
is not considered adequate and scientific. The Committee recommend that 
time and motion study for all major functions in a bank should be under 
taken and scientific norms for staffing and productivity shouid be evolved. 

1.38 The Committee note that public sector banks have suiplus 
Jlockets of staff, particuI8rly in certain  metropolitan and urban branches 
affecting tbeir efficiency and productivity, whereas in some other brancbes 
tbere is justification for increase of staff on account of increase in \Vork-
load. While .earlier, banks were projecting their vacancies on the basis of 
their projected business, from January, 1987 banks bave  been issued guide-
lines providing inter alia tbat Banks witb productivity per employee below 
the industry average will have to restrict their additional requirements of 
staff to the extent. of 1 per cent of their total staff as in December, 1986 
and tbose witb average' productivity per employee abovetbe industry 
. average can resort to fresh recruitment iIpto 1.5 per cent of their total 
staff strength. Banks have further been directed to undertake an indept!t 
assessment of their staff requirements, identify the excess staff in various 
oflicesibrancbes re-deploy it at needed brancbes!offices. Tbe Committee 
note that only "some banks bave identified the excess staff andre-deployed 
them." The Committee recommend that measures sbouldbe initiated by 
all the . public sector banks to study in deptb their staff position, identify 
the branches baving excess  staff and re-deploy tbe same in neqly brancbes 
by 8 time bound programme with a view to avoid maldistribution of staff 
affecting efficiency and productivity. 

1.39 The Committee further recommend tbat the . assessment for 
recruitment should be realistic to cover a particular period and once -tbe 
Reauitment Boards select candidates for a particular number of vacancies 
in a certain Bank I Bank Group, all the selected candidates sboold be ap-
pointed before. fresh vaca,nc:ies are advertised by the Recruitment Board 
for the same Bank I Bank-Group. . 

1.40 The Committee regret to note the inordinate delay in determma-
tion of norms for recruitment in banks, as also the non-availability of the 
data on average productivity per employee. The Committee recommend 
that henceforth the RIU 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 Sedor Banks which are laid 
on the Tables of Parliament every year. 

.~  The. Committee are distressed to find that on the basis of esti-
mated productivity per employee for 1986, as many as 16 of the 28 public 
sector banks were below the industry level average. The Committee are 

~u s e  to note that leading pubfic sector banks like State Bank of India 
and its seven associates sbould be lagging behind the industry level average 
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notwithstanding 'he business p( Govemment and public sedoriautoDomous 
bodies whicb is bea\"iJy concentrated in them. The Committee recommend 
that in all these 16 banks an indeptb examination of their below average 
productivity sbonld 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 
bonoured suitably through, say, a prestigious bank award as a motivation 
for better performance and emulation by others. ' 

1.42 As most of the functions performed in a bank are group func-
tio'ls, the Committee recommend that ~u le incentive schemes should 
be provided to reward staff wbose productivity during a specified period 
is abm'e the average norms laid down. 

E. AttitudeiMotivation of staff 

1.43 Listing the major causes for delay in services to bank customers, 
the Ministry has stated that the "most important factor for better customer 
service is the human eleinent. The banks, have been trying to bring about 
attitudinal change in the employees through training programmes." But a 
recent review of the Banking Division of the Ministry itself is reported to 
have observed inter alia that "involvement of leaders of employees' unions 
to motivate the staff to render good service also does not seem to have 
been attempted by all the banks." 

1.44 In a written reply to the Committee, the Chairman Indian Banks 
Association has stated in this regard :-

" ...... Some bank, managements have issued joint' appeals with the 
Union Leaders to the employees seeking their cooperation in 
better customer service, 'better house-keeping and business 
growth. A specific provision has been made in the Bipartite 
Settlement dated 17th September, 1984 to the effect that. ..... 
parties agree tha! there is need to improve housekeeping in 
the offices I branches ..... to e,nsure efficient cordial and speedy 
customer service at all times in the ~nk n  industry and to 
promote harmonious industrial relations an'd better discipline 
at all levels. However, involvement of Union leaders in such 
matters can be sought only on a voluntary basis and some of 
them may not be so enthusiastic about it." 

1.45 Asked during evidence to comment upon the unhappy Manage-
ment-Employee relationship and denial of right  to minimum Union activi-
ties in a bank in a particular area, as reported to the Committee on tour, 
the Chairman, IBA replied ~ 

"I came to know about this while J was working' as Chairman of 
another Bank in Calcutta. The Union leaders came' and told 
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me about this. As Indian Banks Association we cannot take any 
action on this. That Banks' Chairman will say "I know how to 
conduct my bank. You do nut interfere." 

1.46 Asked further to justify the denial of bank account facility by 
certain regional bank.; to th.! unrecognised unions the witness stated :-

"Unless a person is a thief or a smuggler. or involved in anti-social 
activities it cannot be prevented." . 

1.47 Asked why the Association could not intercede with a view 10 
dissuade the banks from such undesirable practices, the witness replied :-

"We will study the legal implications whether Association can take 
it up. But somebody has to write to us to take it up." 

1.48 Referring to the other extreme of certain unions not allowing the 
management to f.inction, when the Committee asked whether a code of con 
duct binding the managements and employees could be evolved in the banks, 
the witness revealed :.:..-.. 

"The only bank in the whole banking indnstry where a code of con-
duct was entered into between the management and the emp-
loyees was Allahabad Bank ...... Now Allahabad Bank has be-
come one of the best banks." 

1.40 Asked to describe the impact of trade unionism on administration 
and training programmes in banks, Secretary, Banking stated during 
evidence :-

"From the management point of view naturally management would 
like the trade unions to be as few as possible, but 1 am not of 
the . view that the presence of trade unions in the banks has 
impeded their working. I regard trade Union activities as an 
essentlal part of the management structure of the banks and we 
have to live together and work together and on the whole it 
has a beneficial impact on the working of banks ...... 

So far as discipline is concerned, it is a separate Diatter and there We 
shall not condone any act of indiscipline but that has to be 
distinguished from legitimate exercise of trade union rights,'· .. 

1.50 Awards and punishments :-A non-official organisation of bank 
customers has suggested to the Committee :-

"The attitudinal changes of the bank functionaries can be brought 
about only if suitable rewards or punitive measures are introdu-
ced at all levels and these are widely publicised ...... so that 
the pubHc is aware of their rights and the (bank) staff of their 
duties and obligations to the public." 
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LSI The Ministry has stated in ilih, . regard that in. the system obtaining 
in banks· in the matter of work allocation. and supervision; each member of 
staff has a specific responsibility and obligation, the dereliction of which 
may be taken note of for appropriate action. As each member of staff is 
expected to be courteous to public, providing incentive to customer service 
would tantamount to re"Yarding employees for normal duties. 

1.52 During evidence; Secretary, Banking summed up the motivation 
cf bank staff and quality of service rendered to customers in the-...following 
words -

"The stafi, by and large, is .highly dedicated compared ~  the 
nor ~ of public service in our country. I mean, if you go to 
bus· service or telephone service etc., the kind of service 
you probably get in bank is better than the other 
services. But the problem remains about motivation, problem 
remains in customers spending more time at· the. counter, there 
is also dissatisfaction; there is a genuine complaint which is not 
always attended to. These are a few in number in relation to· 
the volume of work. they are doing. The basic issue is of the 
individual's total security of job. Members or Parliament have 
been good enough to give total security of tenure, and security of 
promotion in public sector. You have also been good enough 
that once I get into service, nobody will terminate me. You have 
alsobel!n good enough that if I don't do my job then the pro-
cedure is such that even if you suspend me it will take very· very 
long time before I am. actually punished. It is a matter of 
some satisfaction to me about the kind of service that we give. 
We have to improve. We are trying to· improve. However, 
we must ons ~r this within the wider perspective ..... So far 
as banking staff is concerned, they are giving good service. But 
we have to improve it." 

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 bas not bt!en given· the priority it deserves by the managements of 
pnblic sector banks. While a specific provision has been made in tlJe formal 
Bipartite Settlement dated 17th September, 1984 JJetween the Unions and 
Bant..s to improve housekeeping in branches to ensure efficient cordial and 
spe~  customer service, management-union relations in some pnblic sector 
banks leaves much to be desired\ While welcoming bonafide trade onion 
activity and prol·isjon of facilities antecedent  thereto, the Committee feel 
that !lllCh activities should be more responsive .and constructive with a view 
to ensure efficieat and speedy customer service which is in their own interest. 
In this regard, tire Committee commend the example of Allahabad Bauk 
where an agreement on a code of conduct has been enrei'ed into by the 
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MlIBagement and eDlployees of the Bank. The. Committee recommend that 
tbis step should be emulated by the other public sector banks also. The 
Committee also consider the aCtive inmlvement of leaders of the employees' 
onions in the motintion of the staff for putting in their best in the work 
allotted to them as an essential ingredient for a cordial managemeut-emp· 
loyee relationship. . . 

I'. Training Arrangements Programmes 

1.54 For coordinating and overseeing the training needs and arrange-
ments of public seL:tor banks, standing coordination committee has been set 
up in the Reserve Bank of India. A model training strategy has been 
evolved for the public sector banks which envisages different courses for 
difIerl!nt levels of rf"quirements. In order to meet the training requirement, 
public sector banks themselves have ·opened training institutes I centres and 
operated them. 

1.55 On the number of training collegeslcentres available for officers 
and ~  of public sector banks the Ministry has stated in a Note that the 
public sector banks as a whole had 48 training colleges and 180 training 
centrl;!s. At the end of December, 1986, these colleges and training centres 
had ::,>iven various types of training to .121394 officers and 123952 clerical 
staff. 

1.56 In. an anicle appearing in a banking periodical it has been 
suggested :-

" ... : . the expansion of banking industry is not matched by imprOVed 
. training facilities. At present, the RBI is having the Bankers' 
Training College in Bombay where officers of scheduled and 
nationalised banks are trained. There are, besides the National 
Institute of Bank Management, 12 Staff training colleges or 
institutes of banks. It would be necessary to establish a mini-
mum of 50 training centres for training clerks and about J 5 
colleges for training officers." 

] .57 The Ministry has admitted a certain gap between the total require-
ment of training of man-power and the total training facilities l~ le with 
the banks. With the beginning of the period of consolidation, it is now 
becoming feasible for the banks to bring· in their man-power from the field. 
for proper training and motivation. The Ministry could not, however, give 
~  on extent of shortfall in facilities, separately for clerical staff and 
ol1icer:s. 

158 The nk~ arc.stated to have now drawn up man-power plans to 
eonfonn to the overall business objectiv.e· indicated to them by the R.B.I. in 
pUrsuance of the two-year action plans drawn up by them. Training l ~ 

tIes are stated to have also stabilised and banks are undertaking further 
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refinements to suit their field level requirements. As a result, the banks are 
expected to remove the training backlog in a systematic manner. Further the 
course contents of various training programmes being conducted by banks 
are being generally reviewed by the training institutions, taking into the re-
quired programme inputs and the training requirements of the participants. 

1.59 According to the Ministry, a Committee set up by RBI would 
review the arrangements for training of all categories of staff in the banking 
system as a whole. This Committee has met twice to review the training 
arrangements in banks. In the recent meeting held on 11 November 1987, 
the various aspects of induction training programme for base level \ first 
level officers of balllls were reviewed and suitable instructions are under 
issue to the banks with a view to bringing about improvement in this 
programme. 

1.60 The Committee are unhappy to note that the Ministry is not moni-
toring the shortfaUjbacklog in the training facilities for public sector bank 
officersistaft in terms of the number of traiuiug institutions, their annual 
intake and relevant courses available for officers and staft separately. 
However, from the material placed before them, the Committee 81'e cou-
vinced that the backlog of untrained employees especially at clerical level 
and shortage of training institutionsjcentres for tbem are still considerable. 
As tbe quality of customer service is by and large conditioned by the atti-
tude of clerical staff manning the bank counters. the Committee strongly 
recommend that· tbe Standing Committee of the RBI should take greater 
interest in augmenting the training programmes and institutions made avail-
able for the clerical staft of public sector banks with a view to expose the 
staft to better working and management techniques on a time bound basis. 
The- Committee also recommend that besides initial trainiDg courses, 
.refresher coorse at suitable intervals should be devised for all categories of 
Bank employecs, to update their skills and improve the quality of service. 

G. Reckoning of Customer Service in Promotion Policy 

1.61 The Working Group on Customer Service (1977) had inter alia 
recommended that "Promotion Po'licies of banks should take into account 
performance of employees in the field of Customer Service-lapses and 
errors committed, complaints received and good work done all should have 
due weightage". The Ministry has indicated that 25 public sector banks 
have implemented the recommendation and the Dena Bank, State Bank of 
Indore and State Bank of Mysore had not implemented it so far. 

1.62 In a written reply the Ministry has informed the Committee that 
while Dena Bank has stated that it is required to be discussed with its 
employees, State Bank of Indore is examining this recommendation for 
implementation. 
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1.63 Asked how concretely the 25 banks had implemented the recom-
mendation, the Ministry has further intimated that ener~l  the banks 
have included 'customer servicelpublic relations' as one of the parameters 
for judging the perfonnance of their executives. While there are no identi-
fied inputs' that go into this aspect of a bank officer's performance, it is ex-
pected that negative as also highly favourable perfomiance would find 
reflected in the over all assessment by supervision, authorities. 

1.64 The Committee regret that the reconunendation of working group 
on customer serVices relating to promotion policies of banks is still "re-
quired to be discussed with its employees" by the Dena Bank; and State 
B;mk of Indore is still "examining the recommendation for implementation" • 
. The Committee would like that these two public sector "Banks should be 
asked to implement ~re o en ou without any further ~e . 

1.65 The Committee note .the Ministry's reply that public sedor ".oks 
~ e i.r.tluded s o~e  sCrVice!fJublic relatlon as one of the parametres for 
judging the performance of their executives". The Committee wonder why 
the parametre has been fixed for bank executives only. The Committee 
recommend that the parametre of customer service for evaluating perfor-
mance should be fixed for. clerical staff also as it is they who. are direcdy 
exposed to the u~ ers and provide customer image of the banking 
services. The Committee therefore desire the Ministry to initiate appro-
priate measures in tbisregard. 

1435 LSS/88-4 
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ASPECTS OF CUSTOMERS' SERVICES 

A. Implementation of Working ·Groop's recommendations 

2.1 The Working Group on Customer Services, in its report of 1971, 
made 176 recommendations and Government constituted a small group in 
the same year to identify areas· of relative importance and to monitor. the 
progress on all India basis. According to the Government, out of these 
176 recommendations, 136 were initially accepted by Government and 
instructions issued for their implementation .. The responsibility to pursue 
with the banks the implementation of the recommendations of the Working 
Group rested with the Reserve Bank of India. 

2.2 According· to the Ministry, though banks had implemented many· 
of the re o ~ l ons there were some practical difficulties in giving 
effect to some of them. On ~ review of the matter in April 1986, all the 
recommendations were reclassified and banks were advised to take neces-
sary actioD, accordingly in June, 1986. Under the reclassification, 121 
recommendations are to be implemented by all banks, implementation 9f 
one recommendation has been left to the discretion of the banks, three 
recoI'll."Uendations are to be implemented with certain modifications, thirteen 
to be noted for compliance at appropriate time depending on circumstances, 
and twenty five were treated as dropped, leaving thirteen which were under . 
coD!.ideration. 

2.3 As per the ipformation furnished by the Reserve Bank of India 
in June, -1987, 7 out of the 28 public sector banks have implemented all the 
121 recommendatiom, advised to be implemented compulsorily and the 
remaining public sector banks have implemented 108 to 119 recommen-
dations. The position of implementation of the recommendations is moni-
tored by the Reserve ~ nk of India on a continual baSis. 

2.4 Asked during evidence whether the Ministry was content with the 
mere . issuance of instructions to banks or it had an effective system of 
monitoring the actual implementations of the recommendations, the Secre-
tary. Banking replied :- . 

"It is our endeavour. What you are saying is just issuing instruc-
tion is not enough. We are very coosci,?us of it" That is why 
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'we have a system of on-the-spot visits by the officers of the 
. RBI, Senior Officers of the Bank as well as Banking Division· 
to see whether the instructions are being implemented or not.. 
From the feedback that we are getting, we find that there is 3D 
improvement in the implementation of these recommendations." 

2.5 Asked whether Banks have incorporated these recommendations in 
their regulations under the Acts with a view to ensure actual implemen-
tation, the witness replied :-

"It is my understanding that most of these recommendations do not 
have to be incorporated in the regulations themselves: These 
form a part of the operational instructions which the banks 
issue. The hon. Member was pointing out that most of these 
instructions have been issued. There is some piece of paper 
which they can show you that they have issued the instructions 
hut you may not get that· kind of customer service when you 
go to the branch. The best thing is to try and get the feed-
back from the ground to see that it is actually being implemen-
ted during the periodic visits and such services are being done 
. where there are maximum problems ...... If you want to enforce 
customer service through law, then I don't think you can do 
it ....... " 

2.6 The Committee regret to note that more than a decade has passed 
after the Working Group on customer ser ~ 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 func:tion of banks is pro-
vision of customer oriented services to the sadsfaction of cBStomen, the 
Committee expect file Reserve Bank of India to monitOl' their ilRplemenfa-
lion more vigorously. The Committee feel that actual implementation 
should be accorded a very high priority during· inspectiom and on-the-spot 
visits to public sedor hanks and the branches of baDks found diBy 
daUying in the implementation of. any of the recolllDiendatioDS accepted 
by Government, should be brought to the notice of competent· authorities 
in the Bask as weUas the Ministry so that appropriate action caa be taken 
. to bring round recalcitrant banks to implement the recommendatiollS. 

207 'Ibe Conunittee also reconuDeIIII that as far 85 possible, the ... 
requirements to be complied by ma.nks as customer service may be· notl&ed 
in the form of rules ami replatious under therel.vant acts. 
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11. Revision of Service Charges 

2.8 The entnlstment of growing social and. developmental responsi-
bilities on the commercial banking sector, as evident from the growing 
share of rural branches, priority sector credit and the small borrowal 
~ oun s have brought pressures on the banks and there has been steady 
decline in their profitability. Therefore, the banks were compelled to look 
for more and more, newer and lucrative areas so as to improve both 
volume and share of the non-interest income. Prior to 1985, there had 
been considerable  discretion vested with branch managers in charging 
lower rates for various services, ignoring the cost of such services rendered. 
Against s k ~oun  a need was felt for bringing about a rationalisa-
tion of rates and ensuring uniform approach in the pricing of bank services. 
The revisions in the service charges were effected almost' after about a 
decade in 1985. 

On the increasc affected in service charges of nationalised banks in 
1985 an ossociation of depositors has represented to the Committee : 

"The reason given viz;. costs have gone up is weak. These costs 
include costs of operational inefficiency, frauds which are not 
reimbursed by insurance companies and illegal practices such 
as 1 per cent extra interest (on deposits) to staff and ex-staff 
(of Banks) and 'releasing' employees for trade union work 
during banking hours ........ the practice of paying air-fare, 
entertainment and other expenses of union office bearers by 
banks ale some of the 'costs' which banks are passing on to 
customers in the guise of .higher service charges ....... " 

2.9 The Ministry has arguect that the revision in service charges was 
adopted not to compensate· for the alleged operational inefficiency of banks 
but in order to recover at least part of the increased cost of services render-
ed, to 'avoid unhealthy. competition among themselves, to obviate pubiic 
criticism regarding varied charges of different banks, and to ~e un or~ 

niity in the schedule for· similar services rendered by different banks. 

2.10 The bank e~plo ees are stated .to have been enjoying the bene-
fit of additional interest on ~ r deposits and right from the beginning the.ir 
deposits were exempt· from the purview of the directive provisions.· The 
free hand available to banks on such deposits is stated to have been res~ 

trained to limit the o~l benefit· upto a maximum of 1 ... per cent p.a. 
'arid withdrawal of this facility, acoordirtg to the Ministry, would lead to 
industrial relation problem which. may effect the working of banks. 
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2.11 Remittances (DrojtiMTsiTTs): The schedu!e of charges for 
remittances by DraftlMTslTTs etc. has been revised upwards by Public 
Sector Banks as follows :-
---------------------------_._--
Rates prior to 1-6-1985 in SBI Rate w.e.f. 1-6-1985 

_ (in all P.S. Banks) 
{Per Draft/MTfTTI 

20 paise % upto R.<.lO,OOO . Amount upla Rs. 200 ~. 2 
minimum Rs. 2 

10 paise % over Rs.tO,OOO uplo A!>;,ve R,. 2,)J u:>:':J ~. lOJ!> Rs. S 
as. tlakh, minimum ItS. 20 
3 paise % overRs. Ilakh. Above Rs. lOJO upto Ri. 5030 Rs. to 
minimum Rs.too maximum 
Rs.Soo 

Above as: SOOO upto Rs. 10.000 Rs. 20 
Above Rs. 10,000. Rs. 2 per thousand 

or part thereof 
subject to maxi-
mum Rs.1000. 

2.12 An association . of exporters has represented to the Com-' 
mittee .-

" ... We fail to understand why.these charges should be on III 
slab basis with a maximum limit o.f ~. 1000. For, the ser-
vice charges are not related to the amount of the demand 
draft and more or less are constant iqe,"pective of the amount 
involved. We feel these charges should be 10 paise per 
Rs. 100 value of demand draft subject to maximum of 
Rs. 200." 

2.13 A Chamber of· Commerce has further represented to the 
. Committee that "it is cheaper to pnysicaUy. carry cash than to remit the 
same through DDI1T. .... It is wiser to purchase 20 DDs of Rs. 5,000-
each as against one lakh to minimise the bank charges". 

2.14 Tn a written answer to the Committee the Ministry has argued 
that the structure of the remittance charges has been designed in such a 
manner as to impose a lesser burden on thesmaIler constituents which it 
is presumed would be availing of service iJ1volving smalleramounls. At 
the lowest level, the charges. r~ less than the ccst. At higher levels 
they  are higher than the cost. This is deliberately done to achieve-' 8 
ross su s s ~n which is inherent in different aspects of banks' opera-
tion. 
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2.15 Since st:rvice charges are levied for purchase of drafts, issue of 
mail transfers, telegraphic transfers, the" Committee enqcired whether it 
would not be reasonable to afford interest to customers from the date of 
drafts, mail transfer, etc. When realisations are credited to customer's 
accoltl1ts and not paid in cash agairut the counters. The Ministry has 
on~ n e  that the benefit of liquid cash in the custody of banks is only 
incidental and not intentional and in return for the service charges collect-
ed, the customer is assured of the safety of funds and is also saved from 
the burden of transfer of physical cash. 

2.16 Postal Tariff charged by banks.-Tho postal tariff. charged by 
banks prior to 1-6-85 in addition to the normal service charge:; ~ different 
types of transactions was by and large ,based on the actual postal rates iii 
vogue. However, the current postal tariff charged by banks from 1-6-1985 
"in addition to service charges whenever applicable" are as u'nder :-

Ordinary post 
Registered post 
Telegrams 

Rs.2 
Rs.5 
Rs. 15 or actual whichever 
is higher, 

2.17 A body of industrialists has represented to the Committee :-

"It is not understood why the banks wish to <:hargepostage fot" 
every cheque. After all they get several cheques for same 
destination. The postage should therefore be shared between 
the number of· cheques being sent rather than charging each 
customer and thereby m::tking an undesirable profit." 

2.18 The Ministry has stated that the postal charges collected by the 
banks at the time of collection of outstationcheques!bills are not. precisely 
the charges collected by the Post offices for an envelopeJregistration!tele-
gram etc. for three reasons. FirstlYl the postal charges are recovered by 
~e br:lnch at the originating point qn1y once. Each transmission would, 
however, have a response for which no separate charge is levied. In some 
cases banks have to send reminders etc. also which they do· at their own 
cost, Secondly, it is not possible for the. bank branches to precisely deter-
mine .the postal charge on a particular envelope!parcel. If banks accept 
only a precise charge and that is found to be less than the actul postal 
charge, the em'elopelparcel may get detained fot" additional postage and· 
. gin rise to banker-customer disputes. Thirdly, in a bid to improve custo-
mec service banks are t\iking recourse to various faster transmisQon ser-
~ es such as courier services which are, by tlreir very nature, costly. If 
each customer is to pay for ·these services separately-say transmission by 
Speed Post-the charges will be excessive. The total cost incurred by the 
banks in utilising such faster services have. to be spread over all customers 
on whose behalf banks utilise these services. . 



2.19 Folio Charges.-Prior to 1-6-1985, when the baiance was usual-
ly below Rs. 500 and the account took up a page or more of ledger. Bnd 
in other cases when transactions were out of proporJon to the balances 
maintained, a charge, at the discretion of Branch n ~er or Manager .OD 
the basis of Rs. 10 per year with Rs. 5 for each additional page of ledger 
if over the pages was levied. A ledger folio charge of Rs. 20 per folio 
(one side of ledger page containing approximately 50 entries) has been im-
posed w.eJ. ~  except for exerr.ption, as under :-

A vera,ge Balance 

Average balance upto Rs. 1500 
Over Rs,lSOO upto Rs.5000 
Over Rs. 5000 upto Rs.IO,OOO 
OVer Rs.I0,OOO UPto Rs.2S,OOO 
Over Rs.2S,OOO 

~ ---- ~

Folio free 

Nil 
3 folios 
5 Folios 
10 Folios 
No fo:io charge 
-----

2.20 An industrialist's body haS represented· to the Committee in this 
regard .-

"On the one hand Government desires that as far as possible, pay-
ments, be made by cheques and in current account one has to 
ke.ep always some l n~ on which the customer does not 
get any interest. ....... but on the other band, he has to pay 
Rs. 20 per .folio and thus has been related to certain balance 
in the account. When the folios consumed are more, it means 
that the party has heavy transactions and is a· valuable customer 
of the bank, instead of showing some consideration, why 
should he be pen l s~  

2.21 On the rationale behind the hike in folio charges t."Je Ministry, 
has stated that there has always been a provision {or levy of folio charges 
on deposit aCllUnts depending on the balances in the accounts. The dis-
cretion at the branch . level, however, had led to number of complaints of 
discrimination. . These charges have, therefore, been 'itandardised. and uni-
fonnly adopted by all the public sector bank;s. Banks do not impose separate 
charges for cheques j withdrawal slips etc. The cost incurred is partly 
recovered through the folio charges. Besides, this is also designed to 
encourage depositors to hold larger balances in their accounts and to keep 
the me of the account at the optimum level. 

2.22 Information as available with RBI regarding levy of folio charges 
by foreign banks has revealed that out of 21 foreign banks 13 do not 
appear to levy any folio charges in India or in the hvme country and of 
the remaining eight banks folio charges levied by some banks appear to be 
more moderate than corresponding charges now being levied .by public sec-
tor banks in India. 



2.23 The Committee feel that even if aD upward revisioa of service 
charges bad become due in 1985 "aa"ter about a dec:ade", the hike could . 
have been a little more rational and less harsh. The Committee recom-. 
mend that the new ('osting Committee should have· a fresh look. into the 
service clutrges raised in 1985, taking into account· the amounts spent on 
the concessions granted to bank employees, the elemeut of service expendi-
ture that goes to determine the di1Ierenc:e between borrowing and lending 
ratet; of banks and the pro l~  of bank customers with regard to specific 
service charges. 

2.24 With regard to remittances through Drafts, MTs and TIs, the 
Committee agree in principle with the Ministry's· rationale behind the re-
vised charges being at the lowest level lesser than the cost, and at higher 
levels higher tha1l the cost. The Committee, however, feel the present bike 
should not have led to the peculiar situation wherein it is wiser for a 
customer to porcba'ie 20 D.D.'s of Rs. 50001-each against a D.O. for 
Rs. one Iakh, to minimise the bank charges. The Committee' therefore 
recommend the need for a review of these clIarges afresh, as the nature of 
servke to be rendered for all D.D.'s, M.T.s, T.T.s etc., irrespective of the 
amount, is uniform. 

2.25 In view of the fad that bankiDg instnnnents are transmitted actna1ly 
in bulk the postal tariff now charged by the banks, especially for ordinary 
post and telegrams, appears to be on the high side even taking into con-
sideration the reasons advanced by the Ministry justifyUtg their increase. 
The Committee recommend that the new costing Committee should also 
review present postal tariff charged by the banks. 

2.26 Though the Committee agree with the'beed for standardisation and 
uniform adoption of Folio cbarges by public sector banks, the Committee 
feel that. the parties having heavy and numerous transactiOllS have been 
put in a disadvantageous position. The Committee note 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 revised rates Qf public sector 

nk..~ The Committee find no justification for folio charges, because the 
very basic function of banks is to transact businesses Of customers and folio 
chargc.-s should be considered normal expenses of the banks and not of 
special nature to be charged extra. 

C. )'bne Norms 

2.27 Pursuant to the recommendation No. 135 of the Working Group 
on Customer Service in Banks, Indian Banks ASsociation evolVed National 
Time Test Tables showing measurement of normal time (Upper limit) 



required for completing certain limited activities I transactions. at the bank-
counters and circulated the tables among members in 1979 and 1985, 
requiring them to display at all branches a time test table requhed for per-
furming various activities. The Ministry has stated that "the feed-back re-
ceived from the Government and RBI indicateS that the Banks have ini-
tiated necessary action to display their time norms." The norms prescrib-
ed by one of he Banks are as under :-

1. Eocashment of cheques 
(a) Through Teller 

(b) Through Cashier 

2. ~ p  of cash (D:pen1ing upon the denominations; 
of notes) 

3. Issuance of ~ n  Draft/Traveller's ChequC/Term 
Deposit Receipt 

4. Payment of Demand Draft 

5. Payment of Term Deposit Receipt 

6. Opening of Account 

7. Retirement of Bill 

8. Vpdating of pass book 
(for a few entries) 

9. Statement of Account 

10. Collection of cheque local 
Collection of cheque outstation 

5 to S minutes 
8 to U minutes 

10 to 20 minutes 

15 to 2S minates 

10 to 20 minutes 
15 to 10 minutes 

20 to 25 minutes 

2.0 to 30 minutes 

5 to 15 miautes 

within 5 days from the 
due date 

2 to 3 days 
14 to 21 days 

Each of the above time norms indicates an upper limit and the branch 
officials are expected to devIse ways and means to ~nsure that the trans-
action is completed well before the prescribed time limit. Adherance of 
these time limits, is required to be ·checked by Regional ManagerlInspect-
ing Officers whenever they visit the branches during the  banking hours. 

. ~ Prominent segments of bank customers have represented to the 
Committee that the time norms are neither displayed nor complied with 
by all public sector banks. A review conducted recently by the Banking 
. Division, has, also revealed that· "some of the branches s ~  not 
displayed the norms of time required for rendering common services." After 
the review the Mirlistry has issued instructions to banks to ensure imple-
mentation of all such customer services measures through Inspections and 
submission of their findings ,to the Boards of Directors. 

2.29 Notwithstanding the prescribed time limits, it has come to the 
notice of the Committee during their visits that there were. inordinate de-
lays, extending upto even 10 days in clearance of local cheqtr.!s, there are' 
also cases when the banks refused to issue demand drafts against cash re. 
mittances, to accept soiled notes as also remittances of advan.ce lax, 
1435 LSSj88-5 ' __ .. _ .. 
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though u~e  by RBI in this behalf. . On .~e. specific se~ that v:erc 
brOught to notice, the concerned banks have imtiated appropriate aCtio.n, a. intimated to the Committee. 
2.30 A study by National Institute of Bank Management on Bank 

services by batik s ~rs is reported to have given following results on eer-. 
tain aspects :-

Issue/Renewal of F.D .. 
Speedy purchase of Demand Draft 

Speedy receipt of money through 
M.T. 

Speedy receipt or mODeV tly"ough 
T.T. 

Urban Bank Saver's 
Opinions 

Satisfied Non- Not 
Commi-Satis-
ttal tied 

69 23 
71 24 

69 25 

67 25 

------. ~ . ~

8 
5 

6 

8 

Rural Bank Saver's 
Opinions 

Satis- Non- Not 
fied Commi-Satis-

ttal fled 

Not available 
66 20 14 

66 36 8 

60 ]0 10 

2.31 Asked whether the Ministry was satisfied with the results of the 
study, the Ministry has stated that as the percentage of customers who have 
explicitly expressed dissatisfaction is only very low, ranging between 5 to 
14 per cent, the results of the studies conducted by the NIBM is consider-
ed very satisfactory by the Ministry . 

. 2.32 Referring to low percentage of satisfaction in trartsmission of 
money through D.D. and T.T. in both rural and urban areas, the Ministry 
has stated that ~ receipt of advice at the drawee offices in respect of 
DDs and TIs is mainly dependent on the services rendered bv Post and 
Telegraph Departments. Compared to transmission of messages between 
metropolitan centres and' large  cities, communications to rural and urban 
spheres do take some time in the delivery and the media of (X)U[ier service 
or' other lt1eans of fast communication available at Post and Telegraph 
Departinent, are not USllalIy available for rural and urban centres. Never-
theless, the Ministry has conceded that there are deficiencies' in er ~ 

areas of us o erser ~ in' Banks and it is their endeavour to improve 
further in those areas to satisfy the customers more. 

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 p~ !leCtor IlaIJQ dq ..... take the DOrms Widl 85 modi seriOUSllelS 
ItS with wWda 1Iterbad beeo e ~ e . Eventhoagh tbe display of .... 
c:ompllance ,with the time norms is stated to be checked by Regioaal 
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Managers .ud ns~ ors oR their visits to· the pr~ es  there. have heeD 
· p«)rsistent complaints from prominent segments of bank customers fhat. 
the norms are not being displayed and adhered to· by 1IlOIf· of the -public 
sector banks. The onus for displaying of and complying wi1h the DOl1DS 
is stated to rest with the brauch managers. The C9""Dittee,tberefore, feel 
tbat mort' effective measures should be taken by tbebaDks to eJl5lU'e. dis-
play of time norms in all the branches and both the Brauch Maaagec agd 
CouDter staff should be held personally respon~ le for adhereDCe to the 
time UMJ1lS. 

2.34 The NIBM study on remittance services indicates that while 20% 
to 30% of customers were non-commital, 5 per cent to 14 per cent of 
custf)mers were explicitly dissatisfied with these· services in public secto.r 
banks. The Committee are of the view that customers who' chose to be 
non-committal iB the study, did have some reservations on tbe quality of 
these services but did uot opt to comment due to !Some ineXplicit reasons. 
Iu any case the Committee do not think that this perceutage of customers 
can be construed to be satisfied with the service simply because they did 
not express dissatisfaction explicitly. The delay in r-emittaDees tbrooghp.D. 
and M.T. in roml and urban areas (except e r~l n and big cities) has 
been attributed to tbeBank's dependence ~ Post and Telegraph Depart-
ment. Based on their personal experience the Committee have, however, 
re ~ons to believe that the despatcb branches in the banks themSelves lead 
to delay despatch of letters. The J\llinistry having conceded de6ciency in tile 
area of remittance services in all areas, the Committee stropgly recommend 
that banks must, io the first iastance, have eontroJ over its despatch wing 
and Courier Services snd other faster means 01 remittance can also be ill-
troduced by bank... if it can. be established that delays are. actually with tbe 
Post and Telegraph Department. The Committee also recommend altat 
· identified ~es of delay may be taken up with Department of Posts for 
appropriate. action. 

2.35 The Committee is very much concerned to note that certaiJi public 
sector banks in some places refuse, to render certain basic banking services 
like (a) i5suance of Demand Drafts against cash; (b) acceptance of soiled 
notes from public; (c) acceptance of Advance Tax Payments, thougb autho-
r!sedby the· Reserve Bank of India; etc. The COIDIIliUee feel that !iDcb 
instances are not on ~  to ORe or two places aIooe ~ are also prevalent 
dsewhet'4!. The Committee recommend ideunficatioD of pockets where 
such maladies arc in existence for taking positjve measures to curb them. 
· The Committee also recommend that branch 'olUe wagers should be held 
personally responsible for denial of sllcb lHqic banking services to their 
customers and suitable instructions;directh'es should be issued in this regard 
by tbeReserve Bank of India and compliance witbtbe l ru ~. eusured 
· through inspectious by the Resene Bank of India an.J Banks. ~ es. 
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D. Branch Manager's Disl:retion reo Del:eased Acoounts 

2.36 The Working Group on Customer Service ~ recommen-
ded that ".adequate discretion should be vested in branch manager and' 
other appropriate authority levels for payment of balance in a deceased 
account to &Ul'Viverlc1aimant without production of legal representation but. 
on the basis of due local enquiry and adequate indentity". The Ministry 
bas indicated that all the 28 public sector banks have implemented the, 
recommendation. 

2.37 It has,however, been represented to the Committee :-

"Even for a small amount left in saving account of a customer who 
has expired, his legal heirs are made to move from pillar to 
post and this causes a lot of harassment to the customers and 
to the bereaved family. . . . " 

2.38 Asked whether any guidelines had actually been issued by the 
Banks to their Branches in this regard, the Ministry has stated in a written 
answer that till recently the banks had prescribed different limits within· 
which the appropriate authorities could pay the balance outstanding to the 
credit of the -account of the deceased customers to. the hcirsJsurvivors 
without insisting on production of legal representation. -It has been recently . 
decided by the Government and RBI has also issued instruction on 22-7-87 
to the ~ e  tJIat the banks should not insist on succession certificate where 
the amount to the credit of the deceased depositors did not exceed 
Rs. 250001-. The banks are however expected to observe the usual safe-
guards in setting such claims including obtaining of indemnity bond whete-
~ required. 

2.39 Asked during evidence why the Banks should not insist on 
. nomination at· the stage when a customer opened his account, the Chair-
DWl, Indian Banks Association stated : - . 
.' . 

'1t is there. It is not compulsory. But I took up this matter with 
some of the banks. For some' reason or other, some depo-
sitors refused to provide nomination. I am t(lold large amounts 
are being held up with the banks because they are not aware 
of such facility. . .. We can  not insist .... when a custo-
mer opens an account, we advise him that it would be in his 
interest and that of his family to nominate a person. Beyond 
that we can not ·go." . 

2.40 Asked what happened in such a context if an account remained 
without transaction for 3 or 5 years, the witness replied that ''we call ~ a 
dormant ~ oun . The money goes to the Government." On insistence 
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by the Committee that a way should be found out to help the heirs of the 
depositor in such a situation, the witnes' argued :-

"It is a sort of contract between us gnd the customer. I am not 
supposed. to tell the son of a customer that his father has  left 
some money. But I understand your feel'ngs. If some direc-
tions come from Estim8!te.s Committee we can do something." 

2.41 During evidence of the representatives of the Ministry when the 
Committee asked them why the provision of nomination. for Bank accounts 
could not be made compulsory as was the case with Provident Fund ac-
counts, the Additional Secretary stated :-

"The whole concept of 'Provident Fund is to enable the institution 
. to save for the needs of his (contributor'S) faniily. That is 
how you make it compulsory saving for him, whereas Banks 
would have any number of transactiQns and people may be 
depositing money for any riumber of purposes and so it is not 
m;cessary here In banks the money ~  they. 
depositmav be used fOr business purposes but it is not so in 
the case of Provident Fund." . 

2.42 On being' pointed out by the Committee that banks too had a 
duty towards . families of' depositors for whom nomination should be made 
compulsory as a matter of policy, the witness replied :--

"We will arrange for ~ore publicity and say ~ is in the interests 
of the family to have a nomination ............. we wHl have 
to examine it." 

1.43 .TbeCommittee .note that in spite of instructions issued by 
Reserve Bank of India to public sector banks in 1u1y, 1987 fOl' not insist-
ing on succession certificates where the amount to the credit of the deceased 
depositor does not exceed Rs. 25,OOO\-and to observe the usual safeguards 
in settling such claims including obtaining indemiiuty bond wherever 
re-quired, a very Illl'gc number of instances have come to the notice of the 
Committee during their tours wheretbese instructions are being followed 
more in breach thaIi in practice. Tbe Committee wooId like these instrQc-
tion<; to be observed in letter and spirit so that tIle nomineesilegal heirs of 
the . deceased depositors do not feel harassed. Adequate discretionary 
.,owers should be vested in Branch Managers to achieve this end. . 

2.44 Chairman Indian Bank Assodation has admitted during evidence 
that large amounts of. deposits made by account holders who bttve made 
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no nominations arllbeing held Up in banks as ~  UCQDIlts whiclt u ~ 
mateJy go to GOl"ernrnent and are lost to" the legal heirs of depositors. 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 accounts of the 
deceased settled. The Committee recommend that nonns of confidentiality 
.should be reiaxed and Banking ActsiReguIations amended, if necessary, 
in this regard. " 

E: Reimbursement of Outstation cheques 

2.45 In pursuance of recommendation nos. 68 & 78 of the Working 
Group on Customer Service (1977), the following steps are stated to have 
been taken by Government to· improve customer services in banks ~ 

"(i) immediate credit to be given for outstation cheques for value" 
not exceeding Rs: 2,500:- subject to collection of usual" 
charges. This facility is however available for individuals only. 

(ii) Interest to be paid at saving banks rate, for delayed collection 
of outstation instruments the period' of delay being reckoned 
at 14 days in respect of instrument drawn on banks' own 
branches and 21 days in respect of instruments drawn qn other 
banks .. " 

2.46 In a review of customer services in banks conducted by the 
B~ nk n  Division of the Ministry, it has been found that the above faci-
lities are not being actually extended by banks to customers. Complaints 
in this regard have also been made in the Memoranda submitted to the 
Committee by a number of associations of depositors, exporters, entre-
preneurs, Commerce & Industry and' consumers. 

2.47 During the visits of the study group of the Committee and dis": 
cussion held, it carne to the notice of tbe Committee that inordinate delays 
took place in giving credit for outstation cheques upto Rs .. 2,500 at a time 
and RBI directive in this regard was not taken care of. " 

2.48 A recent survey by RBI has also revealed that there has not 
been much improvement in. the matter of complying with these instructions 
of RBI by banks. In the circumstaIices, the Chief Executives of the banks 
have been advised that Government would. view seriously any lapse on 
the part of the banks in not implementing these instructions. The Chief 
Executives have also been advised to fix the responsibility'accountability 
for non-implementation of these instructions on the Zonal Managerl 
Regional Manager o£ the Banks. The Banks have also been advised to take 
sample swveys to assess ~ progress in implementation of these instructions. 
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2.49 Asked to state whether internal auditors and statutory auditors 
look into compliance. of the instructions, the Ministry has stated that moni-
toring of implementation· of these instructions is to be tackled by adminis-
trative mechanism and that the statutory u orsl~ ern l auditors I inspectors 
of the nk~ have totally a different role to perform and are not concerned 
. with "implementation of administrative measures like the aforesaid. one. 

2.50 Asked further whether the banks informed the customers. oil spot 
about the immediate credit of an outstation cheque not exceeding 
Rs. 2,5001-and payment of interest there-olt for collection delayed beyond 
" 14 days, the Secretary Banking replied .-

"I accept that there is deficiency in the sense that at least it is not 
told to the customer that after 14 days you are entitled to 
in teres t. " 

2.51 The Committee are distressed to note that recent RBI survey has 
revealed no improvement in the matter of compliance of Reserve B8IIks ins-
tructions to Banks for grantiDg immediate credit of outstation cheques for 
the value not exceeding as. 25001-and payment of interest for delayed 
coUectiClln beyond 14 dayswherc the amount involved is more than Rs. 2500. 
During evidence Banking Secretary admitted that the customer is neither 
aware lIlor told that he is entitled to interest on coUection delayed beyond 
14 days •. Now that the Chief Executive of Banks have been advised to fix 
responsibility for non-implementation of these instructions on ZonaIlRegio-
nal Managers and to take action against Branch Managers also, the Com-
mittee hope that compliance of these instructions by Banks woald be regu-
larly assessed and ensured through periodic sample surveys, on the spot visits 
of branches by RBI Executives and special Inspections by the Banking Divi-
~ o  of the Ministry. The Committee also feel that provision of timely crtdit 
and. aftording of interest are legitimate matters of account and not mere ad-. 
ministrative insfructions and hence recommend that the auditors, both in-
ternal and statutory, are instructed to bring to notice, cases of violation in 
tIlei1' reports to management. 

F. TELLER SYSTEM 

2.52 The Wottting GtqUP hl'ld Ie<;ommended in its R«POI!. that Teller 
S1!tJtD should. be introduced '8t all offices of banks wherever 1!it: worldoad 
warrants. 
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2.53 According to the data supplied by the Ministry, the position of 
the Teller System in Nationalised Banks and St!lte Bank of India in 1986 
was as follows :-

.-----. 
Nameof&nk No. of No.of ~ ~r branches branches 

with Teller 
Systetnat 
the end of 
1986 

Allahabad Bank .. 1303 11 0.8 

Andhra&nk ·826 52· 6.3 

Bank of Baroda 1908 ::UO 11.0 

Bank of India 1901 120 .. 6.3 

Ba nk of Maharashtra 983 27 2.7 

Canara Bank 1845 97 5.2 

Central Bank of India 2499 673 26.9 

Corpot1ltion Bank. 401 15 3.7 

DenaBank . 1001 26 2.6 

Indian Bank llQ4 94 8.5 . 

Indian Oversea, Bank 1097 102 9.3 

New Bank of India. 543 70 JZ.9 

Oriental Bank of C()mmerce 456 16 . i.5 

Punjab National Bank 2419 835 "34.5 

Punjah & Sincl Bank 645 112 18.9 

s n e~B  nk 1439 26 J .R 

Union &ok of India 1624 120 7.4 

United Bankoflndia 1175 54 4.6 

UCOBank 1722 14 0.8 

Vijaya Bank. 679 2 0.3 

State Bank of India 7421 3152 42.5 
~ . . . .----------------- . ~ --------:-------

*Natiot}3.lised Banks as On 11-12-1986 
State Bank of Iodja as 00 31-12-J 985 

2.54 Asked why the introductionlextension of Teller System has been 
virtually slow in all the nationalised banks except SBI, Punjab National 
Bank ~  Central Bank of India, the ·Ministry has stated in a written reply 
that introdl!ction of Teller System in a particlilar r n l ~. of a bank is in-
tended primarily to cutdown time involved in transaction at the counter. 
Introduction of such a system is an operational decision which depends on' 
several factors such as location and size of a branch, volume of business, 
type and turnover of deposits; number of staff, state of mechanisation and 
the nk ~sess en  ·of cost benefits. The system is introduced in those 
specific blanches as and when the need for facilitating speedier withdrawals 
has been felt by banks. 
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2.55 The Ministry' has intimated the Committee that prgpo§als have 

been received from' two Indian public sector banks viz. Indian Bank, and 
Vijaya Bank for installation of Automated Teller Machines at some of 
their branches in the country. These proposals are being examined by Re-
serve Bank of India and no final decision bas yet been taken. . 

2.56 On the cost factor of Teller System the Ministry has argued that 
where the Teller System is in operation, the banks are required to pay teller 
allowance to their staff for performance of the duty nnder the provisions of 
the bipartite settlement entered into with the unions (Rs. 1641-p.m. + P.F. 
contribution Rs. 8 = Rs. 1721-), Besides, to be effective the tellers' work.-
load has to be regulated in such a manner as to facilitate quick service. A  , 
certain duplication of ledgerslspccimen signatures etc. is also implicit and 
larger counter space is also required. According to the Ministry, the cost 
benefit analysis of the Teller System normally works out favourably only in 
cases of large branches where small payment predominate and the volume of 
transactio'os is heavy enough to create delays if handled in the conventional 
manner. 

2.S7 The Committee note the Ministry's contention that iatrodnction 
of Teller System in a bank branch is an operational decision and Teller 
System -DOrmaDy works out favourably only iu cases of large b1'lUldle5 where 
small payments predominate and a.e volume of transactions is heary enoagb 
to create delays if bandied in conventional manner. From the data supplied 
by the Ministry with regard to the number of bnmches of each Bank where 
TeDer System has been introduced it appears that several banks faDdioDing 
in same areas under similar circumstances bave not introduced the teller 
system, though others have n ro ~ the system. The Committee therefore 
l'I'ould like the Ministry 1 Reserve Bank o,f India 1 Indian Bank Association to 
conduct a study of larger branches of these banks with a view to examiae 
the feasibility of extending the TeDer System in as many branches as possible 
and in any case, in aU btaaches of aU banks functioning in similar COIIdi-
tions in same areas. 

G. Trdder of Accounts 

2.58 The State Bank of Travancore is reported to be effecting transfer 
of ~un  from one bank to anQtber by handing over the transfer o u~ 

ments in a sealcd cover to the customer himself. 1>0 as to enable him to 
get his account opened at the new place and branch immediately on 
~~ n  his new destination. 

2 .. ~ ske~ . ~ er the Ministry I RBI had taken any steps to intra. 
duce sl,mllar ~ l  m, other public sectorlNationalised Banks, the Ministry 
~ e  I,n a wn.tten :lnswer that all public sector banks are reported to have 
ISsued mS,tructtons to their· branches to implement this recommendation of 
the Workmg Group on Customer Service (Talwar Committee). 
1435 LSSj88-6 
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2.60 The Committee note tIaat all pDblic sector banks have iss .. 
Instractloos to their bl'8llches to implement the recommendation of the 
Workiq Group on cnstomer servke (1977) that transfer of acconnt from 
one bank to another should be elfecfed by handing over the transfer docn-
menu In 8 sealed cover to the customer himself to enable him to get his 
accoant opened at new placelbl'8DCh immediately on reaching there. During-
~ of the CommIttee to various bank branches, the Committee have come 
to bow that the iastructions are not, in practice, being followed by the 
banks. The Committee, therefore, would like strict compliance with· the 
aforesaid instructions by the bank branches. 

H. MlCR Cheques 

2.61 The mechanised cheque processing system, using MICR tech-
nology and using high speed sorters, covers the whole gamut of cheque 
clearing activity and speeds up the processing considerably. Under the 
sy&tem, cheques are received from banks in unsorted condition till late in 
the evening and the sorting, listing and balancing of clearing instruments is 
done on the high speed reader-sorters during the night and cheques sorted, 
listed and balanced according to bank, branch and transaction type and 
handed over to paying banks early in the morning. This leaves more time 
to banks for processing. 

2.62 An association of depositors has represented :-

"The latest MICR cheque books are non-functional. The introduc-
tion of MICR technology is long overdue. However, the elimi-
nation of counterfoil and reduction in size of cheque book,; 
ostensibly to save costs for banks, is an Himalayan blunder. 
For Depositors, the only conclusive record of many transac-
tions is the counterfoil of the cheques wherein details are 
entered. Provision of a sheet at the end to make such entries 
for reference is inadequate. There is not even adequate space 
to mark Alc Payee on the cheque, and to indicate it on the 
stiched portion. The false sense of "Pennywise pound foolish" 
economy which has led to present MICR cheque books has 
created an impression that banks readily sacrifice customer 
interests when it suits them. A much-needed measure has been 
introduced without customer consultation, coordination with· 
printers and post office (the 50 paise postal envelopes necessi-
tates the folding of MICR cheque, thus making nonsense of 
its basic requirement), and even a modicum of customer edu-
cation. This is an unfortunate development for banks. Good-
will built over the years has been wiped out by MlCR chcquo 
books." 
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2.63 Asked doting evidence why the interests and convenience of cus-
tomer'! were not taken into account while introducing MICR cheques 
without countenoils, the Chainnan Indian Banking Association stated :-

"Doing away withcounterfoils is not the decision of the Associa-
tion. Reserve Bank has decided to introduce MICR cheques. 
This is a mechanised system for sorting out cheques and the 
cheques are tCP fit into a particular machine ...... this matter was 
discussed among outselves (lBA) the other day. If the cus-
tomers want countenoils, they can have cheque books with 
counterfoils provided the charges for the cheque books are paid 
by customers themselves ..... If it is the recommendation of 
Estimates Committee that there. sbould be counterfoils we can 
take it up with the Reserve Bank ..... Personally I (too) would 
like to have the counterfoils. Also I do not mind bearing the 
cost of the cheque." 

2.64 1be Committee are surprised to note that the Govemmeatl 
Reserve Bank of India have introduced MICR cheque technology fa baab 
solely on the basis of operatiODeI convenience without bothering to 'consult 
Indian Banks Association and prominent associations of bank tnstomen 
which should have been takeu mto confideDCe before altering the strudul'e 
of 511Ch a popular banking insttument as cheque. The Committee are COIl-
vineed that with the MICR cheque as it is, the customers have been pat to 
immense inconvenience for want of coUDterfoU, adequacy of. space, COD-
venience of posting ill postal envelopes and so on. Provision of a page ia 
Heu of ·the counterfeB at the end of the cheqne book is too Inconvenieat 
to be of any practical use to the customers. The. Committee reconunead 
that GovernmentjReserve Bank of India should examine the feasibDity of 
prGviding counterioUs and adequate. space in MICR cheques with a view 
to provide relief to the banking pub6c &om the inconvenieDCe caused .y 
nseof these cheques. The Committee are, however, strongly opposed to the 
cost of cheques being borne by cnstQmen who have already been hit by 
the steep hike in service charges etfected. by banks in 1985. 

I. Payments for penonalised services through the banks 

2.6S Besides the more. important services. of the a.::ceptance of de-
posits and the provision of credit facilities, the Banks can undertake the 
business of "acting as agents' for any Government or local authoritY or 
any other person or persons ......... " in terms Of Section 6 of the Banking 
Regulation Act, 1949. 

2.66 A Bombay-based Chamber of Commerce and Industry has. sug-
gested to the Committee :-

"AU (iPublic sector ) bank ~ es should be equipped .to accept 
the numerous types of payments which an ordinary account 
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holder is expected to make; e.g. payments for life insurance, 
electricity bills, income tax, telephone !lUis, vehicle tax, RTO 

tax." 

2.67 A Delhi-based Chamber of Commerce has ~o pleaded with the 

Committee that ~ 

"Personalised services like payment'> of M'O tax, telephone bills, 
Income Tax, may be done by all branches of the (public sec-
tor) bank at nominal cost so as to relieve public from running 

around from pillar to post." 

2.68 In a written answer the Ministry has argued that collection of 
Income-Tax is already being done at the selected branches of Stale Bank 
of India. As regards telephone bills, road tax, etc. these se,vices are offer-
ed on a selective basis by certain banks in certain areas. These services 
are offered on the, basis of an arrangement entered into by the individual 
banks with ~ concerned public bodies. However, there is no scheme 
lPIlder which all types of payments can be made at bank· banches. Such a 
scheme is impracticable unless separate receipt points fl)r acceptance of all 
types of bills at bank branches would besides creating problems of account-
hig etc., lead to a sharp deterioration of the service as the bank branches 
(already overcrowded in urban areas) would get unmanageable cro\\ds of 
persons wanting to pav bills (particularly towards the close vf the last due 
date)' making it difficult for the branches to render normal service to their 
ronstituents. 

2.69 '{he Ministry has further stated that recently <t proposal has 
~n received from Delhi-Administration envisaging formulation of a 
JCheme under which public can pay various duesltaxes ot all public deal-
ing bodies that come under Delhi Administration at one window. Making 
them payable at bank branches was also examined by a Small Group comn-
rising of representatives of different banks and Reserve Bank of India. 
Tbeconscnsus of the Group was that. it would be possible to implement the 
scheme only subject to meeting of various requirements including the sett-
tng up of separate receipt points, working out procedures for accounting, 
reconciliation of entries, Cycle of payment, of dues, payment of commissfon, 
etc.' The matter is to be further examined by· Delhi· Administratiortfor 
working out the scheme. Extension of the sCheme to other MetroPolitan 
Cities could be considered ~er the work of the' scheme \fl the Union Terri-
tory of Delhi. is available. 

2.70 No guidelinesjdirections in this regard are stated to have been 
issued by the Goveriunenlt or RBI So far. Being treated as a ~ er which 
·'is not primarily onne ~ with ~ banking operations" it has not been 
~ns er  n~ r  to issue an,}' directions by Govemment!RBI on the 
above subjO(:t. . .' .  . 
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2.71 The Committee note tbat Income Tax is already beillJl collected 
.at selected branches of State Bank of India and understand that these banks 
also coDed electricity charges in some metropolitan centres like New Delhi. 
Since the recipients of the respedive revenues maintain their cask in the 
baJlks only, .tIae feasibility of extending personalised services in a' bigger 
way than at present can be explored by the various banks managements. 

J. Payment of Pension through Banks 

2.72 In terms of the Interim Report of Working Group on Customer 
Service in Banks the Public sector banks introduced at selected centres and 
in some States a liberal procedure' whereby pension dues of civilian pen-
sioners of the Central Government were credited into pen-
sioners' accounts on authorisation of the pension authorities. In their final 
report, the Working Group recommended that steps taken by the Central 
Gevemment anel a few State Governments should be extended as early as 
possible to cover all of their pensio1!ers. 

2.73 The undernotea State Governments;Union Territories have in-
troduced schemes for payment of pension t9 their .pensioners through pub-
lic sector banks :- . 

Bihar, Madhya Pradesh, Punjab, Rajasthan, West Bengal, Orissa, 
Haryana, Himachal Pradesh, Gujarat, Uttar Pradesh, Megha-
laya, Goa, Daman and Diu, Tripura, Andhra Pradesh, Pondi-
cherry, NagaJand,· Karnataka aDd Kerala. 

Department of Pensions and Pensioners Welfare has written to the 
remaining State GovernmentslUnion Territories to consider the implemen-
tation of ,the scheme. The RBI is also stated to be perst1ading the State 
Governments in this regard. 

2.74 Out of the 28 public sector banks, 22 public sector banks name-
ly the State Bank: of India, its 7 subsidiaries and 14 banks natiOlialised 
in 1969 are stated to have been entrusted with ~  have actually under-
taken payment of pension to Central Government pensionerslState Govern-
ment pensioners. Out of the 6 banks nationalised in 1980, three banks 
(i.e .. Vijaya Bank, Corporation Bank and Andhra Bank) have already been 
entrusted with and have undertaken the work of p en~ of pension to 
State Government pensioners only. The Oriental Bank of Commerce, 
Plftljab & Sind Bank and New Bank of India have not so far been entrust-
ed with or undertaken payment of pensions to either Central or State Gov-
ernment pensioners. ~ 

2.1S The COIDIIlftteenote that oat of 28 public Ndor 1Mmb· %2 "'ve 
been.' enttusted w.ItJa and have actually DDdel1akea the paymeut of peasion 
to CeutrallState o ~ en  pensioners aud of the remaining sis banks 
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nationalised In 1980,· 3 banks lIIUBeIy VlJaya Bauk, Corporation Baak 
and Andbra Bank bave actually undertaken payment of pension to State 
Government pensioners only. As the other 3 banks namely Oriental Bank 
of Commerce, Punjab and Sind Bank and New Bank of India, bave not 
so far been entrusted with payment of pension to either Central or State 
Government pensioners, the Committee recommend that the MInistry 
~ oul  arrange to do so as early as possible to provide the faclllty to pen-
sioners in the areas in which these Banks eater. . 

2.76 The Committee are, however, distressed to note that some State 
GovemmentslUnion Territories Administrations like Assam, CbandigarII, 
Delhi, Jammu & Kashmir, Sikkim, Arunachal, Mizoram, Maharashtra and 
Tamll Nadubave not so far adopted the scheme of payment of pensioas 
thiough public sedor banks. Th& Committee are not able to' realise the 
difficulties in Union Territories like Delhi for adopdng the scheme. The 
Committee recommend that mt;)re vigorous elforts should be made by the 
Government and Reserve Bank of India in persnading the aforesaid State! 
Union Territory Governments to opt for the scheme as early as possible for 
convenience of their pensioners. 

K. Safe Deposit Vaults 

2.77 It has been stated by the Ministry that Banks have not under-
taken an assesSment of the total demand for lockers at their branches. 
normally the facility of sate deposit vaults to the customers in the form of 
lockers is stated to be provided by the Banks as a service "incidental to the 
normal banking services rendered to the customers." The Ministry has 
argued that ~n view of the shortage of space and heavy investment require-

ment, banks create these facilities only on limited scale. Renting of lockers 
byf.itself is 11.Qt considered profitable proposition by the·' banks as the rents 
charged for the space are fairly low. It is therefore not considered feasible 
tbat the demand would be met through the mediUm of commercial banking 
system alone which is supplemented in this regard by private safe deposit 
vaults in some metropolitan centres. 

2.78 It has been represented to the Committee that "the unethical 
practice of linking fixed deposits with lockers for hire is an indirect service 
levy. Such arm twisting practices have generated a lot of ill-will towards 
banks." , , 

,2.79 On the pattern of service charges the Ministry has stated.in a 
written reply that, since the cost of installation and maintenance of lockers 
and provision of facility varies from bank to bank and from place to place, 
the .r e~ levied by banks also vary. 

7.78 'Aetord.ing' to 'the 'Ministry on the basIs of informktion furnished 
by Oriental Bailk of cOmmerce. tho cost of one lOcker cabinet comptising 
of 90 smaIl lockers amount to Rs. 55,0001-(approx). This does not include 
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'oost involved in construction of strong room where the lockers are normally 
housed. The rent for the locker cabinet per annum works out to about 
Rs.45OOI-· 

2.80 On the linking of fixed deposits with the provision of locker faci-
lity the Ministry has stated that the Reserve Bank of India has issued guide-
lines to public sector banks providing inter alia that the banks should not 
insist on fixed deposits as a pre-requisite for allotment of lockers. However, 
recognising the value of locker facility in the matter of business development 
the guidelines provide that while atleast 80% of the lockers should be allot-
ted by the branches on first-cum-first served basis, the remaining could be 
allotted by the Branch Manager at their discretion to valued customers on 
business considerations. This limited discretion to the Branch Manager is 
considered necessary since the demand for lockers is high and the banks. are 
not in a position 'to consider the requirement in full due to limited installed , 
capacity. 

2..81 TaJdqg DOte of the ,widespread public demand for locker facility 
vis-a-vis the limited, installed capacity therefor In public sector banks, the 
Committee feel that the banks should come in a big way to meet the needs 
of the public for lockers, not as a case of business proposition, but as a 
sefvke to the Community at large. For this pmpose, the Banks should make 
a systematic assessment of the total demand for locker faOOty in the country 
in relation to the installed capacity in public sector banks. and OD the basis 
thereof prepare a Kheme ·for augmentiag the iDstalled locker facility in the 
banks in a phased manner. The Committee also recommend that the guide-
lines for biriag of lockers viz. 80 % of lockers to be hired on first come 

'first sermI basis, should be firmly implemented. 
L. Credit Cards Scheme 

. 2.82 The Ministry has informed the Committee that Andhra Bank, Bank 
of Baroda, Central Bank of India and Canara B~ have introduced credit 
card schemes. The Scheme has been welcomed by many prominent cate-
gories of customers like depositors, foreign exchange dealers, exporters and 
Chambers of Commerce, who have recommended its extension. 

2.83 Asked why the credit card schemes have been introduced so far by 
only four out of 20 Nationalised Banks the Ministry has stated in a written 
answer that introduction of a particular Credit Card Scheme is a matter 
essentially for the individual banks to consider in the context of deposit 
mobilisation I service to the clientele whom they contemplate to cater and it 
is left to the discretion and the commercial judgement of the banks concer-
ned. However, when proposals are received from the banks they are exa-
mined by Reserve Bank of India and its viewslapproval wherever necossary 
is conveyed after taking into various relevant factors. 
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2.84 The Committee. note that credit card sclwDe has Wen iDttodueed 
by only 4 Public Sedor Banks, lI8IDely Andbra BaDk,.Bank of Baroda, 
Central Bank of IDdia and CIUUira Bank. The MInistI'y's contention that 
introdnction of such a scheme by remaining 24 public sedor 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 intro-
dliced the Kbeme operate in the same regioos 8Bd cater ~ tbe similal' 
clientele as those catered toby the aforesaid four banks who have introduced 
the scheme. The Committee therefore recommend that all the pnblk sector 
banks which have Dot introduced the scheme yet should also e'xamine the 
matter in the light of the peculiar composition· of their clientele and pattem 
of their operations and start credit card -scheme as far as practicable. 

M. Customers' Services in Credit Deployment 

2.85 The RBI has issued comprehensive guidelines to ~ks on 16th 
March, 1984 for advances to priority sector borrowers PIl?viding inter-alia 
that applications upto credit limit of Rs. 25,000 should be disposed of with-
ina fortnight and those over Rs. 25,000 within 8-9 weeks. Banks ·have 
been advised by "the RBI that they ~ oul  observe the prescribed time limit 
for disposal of applications where the application forms are o ~le e in 
all respects and only the sanction or rejection is to be accorded. On the 
contributory causes for delay, the Ministry has observed that in actual 
pra,ctice, applications may not, in all cases, be complete in all respects 
when they al e received initially by the bank branch and the delay caused 
in getting the application form C5>mpleted either through the sponsoring 
Government agency or by the beneficiary in such cases is also sometimes 
looked upon as delay by the bank ~n . Further, according to Govern-
ment in most of the Government sponsored programmes the applications 
are often sent in large bunches during the last quarter of the financial year 
instead of ensuring an even flow of applications throughout the year and 
this "bunching" of applications creates avoidable pressure of the work at 
the rural branches which are mostly run with skeletal staff, and results in 
delay for· the processing of applications. . 

2.86 For overseeing the implementation of the instructions, the banks 
have been advised by the Ministry that their senior officers of the leyel of 
Regional Munagers and above of the top management should visit the rural 
branches in such a manner that every rural branch is visited by an ~ er 
at least once within a period of 3 ~n s. During these checks the senior 
~ ers are ~e .u re  to er ~ whether the branch complies with the guide-. 
lines for pnorlty-sector lendmg. Officers of the Reserve Bank of. India 

also ~ n~ this aspect during visits to bank branches and draw the 
attention of hIgher level .offices wherever delays are noticed.· Senior officers 
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of the Ministry also undertake visits to rural branches and ccnduct SUIpdse 
checks for assessing the adherence of RBI guidelines particularly on custo-

mers service and rural .lending aspects. 

2.87 The guidelines issued by RBI to banks also provide ithat Branch 
Managers may reject loan applications, except in case of SC&ST, provided 
the cases of rejection are e~e  by DiviSionallRegional Managers and in 
case of Scheduled Castes and Tribes, rejection shou1:l be at a level higher 
than Branch Mflnager. On the procedure prescribed for rejection, the 
Ministry bas stated that the banks have been advised, in the context of the 
IntegrateCil Rur.al Development Programme that the reasoru; for rejection 
should be recorded in the applicaltion form itself and the relevant applica-
tion should be returned to the sponsormg apJhorities for their information 
an<l record. In the case of all toan applications. including' those under 
Government's sponsored programmes, the b .. nk brancbes are required to 
maintain a register of loan applications in which the d:lte of receipt, dis.,. 
posal and and tbe reasons for rejection have to be recorded These registers 
are to be checked bv tbe senior officials of tbe bank during their visits, by 
tbe Inspectors as aho by the Reserve Bank officials inspecting the branches. 
I1owever, in other cases there are no specific instructions to banks that 
reasons for  rejection should be communicated to the applicants for loaris. 

2.88 Asked during evidence whether the RBI had issued any guide-
lines or an internal system had been evolved in the banks wherein a boqpwer 
who had applied for loan· which was rejected, cl!ar and specific grounds 
o~ ~ e on were conveyed to him; the Additional Secretary stated·: 

" ....... The block development agency (sponsoring authority will 
get back the applications with reasons ....... In other! cases 
generally, the party is in dialogue with the banks and whatever. 
reservations the bank has, are shared with the party. There 
can be a nmnber of additional clarifications which the bank 
may seek if the party is. willing to give those ~l r ons .  . ." 

• 2.89 On being pointed out by ~ e Comrillttee that the applicants for 
loans faced problems with the banks in finding out the precise reasons for 
rejection of their loan applications, the witness added :-

"I do appreciate the feelings of the hon. member. Banks also do 
not cOmmit themselves it! writing because there coUld· be some 
local. problems and difficulties. I do agree with the Hon. 
Members that the individuals should be convinced about the 
. matter. Otherwise the whole programme would become 
. worthless " . 

1435 lSS/88-7 ...... "  . , .:_, 
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2.90 Deputy Governor of the Reserve Bank further assured the Com-
mittee . 

"In the case of Government sponsored· scheme (IRDP etc.) the 
reasons are recorded by the bank and given to the Agency 
concetned. I will examine the question whether the reason 
for rejection should be given (to all the applicants for loans 
from P. S. Banks)" . 

2.91 Notwithstanding the detailed procedures evolved for scrutiny, 
sanction or rejection of loan applications, the Committee have received 
several complaints on delays and irregularities in bank's functioning in pro-
cessing of loan applications, not only in regard to loans to industries in 
normal credit areas but also in regard to loans in priority sector. The 
Committee realise that the complaints could in some cases be due to indivi· 
dual grievances which cannot be adequately met with by the banks with 
due regard to prescribed norms. However, the Committee believe that there 
are several cases wherein delays in processing of applications, release of . loan 
after sanction, and rejection of applications are not' necessarily based on 
genuine. grounds and that a lot of technicality is. allowed to play for even 
ordinary mistakes or slips in applications, IDDch to the inconvenience aDd 
embarrassment of the customers. The Committee recommend that in respect 
of each bank, a sample survey of the processing of loan applications may 
be condncted critically and at the same· time, the public should be allowed 
to meet the inspecting officers to air their problems, so that an objective 
r~ e  of the performance of the banks could be done. 



CHAPTER m 
CUSTOMER· EDUCATIONICOUNSELLING AND GR1EVANCES 

MACHINERY 

A. Customer EducstionlConnselling 

3.1 Joint Publicity Committee.-With regard to customer education 
for coordinated pUblicity effort, aU public sector banks have constituted a 
Joint Publidty Committee which undertakes publicity on issue!themes which 
are of common interest to all such banks through advertisements in the 
ne ~p pers. radio and television, prepares short films, capsu1e, T.V. shorts 
and participates in national and State level exhi\:litions. 

3.2 Customer Educationicounselilng by lksl r n e~. n u~ 

banks design publicity material and bring them out in English and Hindi 
for distribution through· their branches: They also participate in local 
exhibitions to educate the people about bank services. 

3,3 To improve customer education, all banks are ~ e  to haye 
brochures setting out various schemes in the sphere of deposit mobilisation. 
These are nOtmally available at the branches and are given to genuine de-
positors desirous of information to. decide the scheme in which to place 
deposits. Tnis information is generally available in regioI1al languages· also. 
Information regafding speCialised services like foreign exchange dealings 
etc"if of relevance to a smaller clkntele is dissemit1ated 1t thespecial:sed 
branches rendering: these services. Banks are also bringing out smal1 
pamphlets on general lending schemes in priority sectors. The material 
is, however, given only when asked for. 

3.4 "May T help you" desks . are stated to have been introduced by 
the Banks in aU the branches having 30 or more staff. In many other 
cases, banks have advised the braD\;h managers to display the board on 
their table or put up a notice inviting customers to sec ~ e  in case of 
need. . 

3.5 On the basis of the findings of a survey, National Institute of 
Bank Management has suggested to the Committee that "educationlcoun-
selling of rural customers must get precedence-Sirni1arty in· urban areas 
various segments like production related worker to customer in urban 
informal sectors should be counselled about the benefit o~ savings through 
Hanks." , .. 
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3.6 Asked tQ specify the arrangements in public sectorlnationalised 
banks for customer e u onl ouns~ n  in rural and informal sectors, 
the Ministry has stated in a written reply that considering the significant 
role assigned to the banks in the rural sector, the Reserve Bank of India 
and Government have emphasized upon the ba.nks to ensure that the banks 
take measures to educate the rutal people aboUit the vanvUs schemes avail-
able for them. In this direction the banks have brought out brochures 
and .. pamphlets containing the details of schemes for the. benefit of· rural 
people. Instructions are ruso s e~ to have been isf)ued to the banks that 
their senior Executives should visit the rural branches frequently and satis-
fy .themselves about the service being rendered by the branches of the 
public sector banks· to the rural people. Physical presence of the Chief. 
Executive and the Senior Officials of the banks amongst the rural people 
would also give to the rurru people ~ assurance that their needs are being 
looked into at the. highest level in the banks. The banks have also been 
advised to observe ·one day in a week as non-public business working day 
to enable the Branch Managers to get in personal touch with the customeJ;S 
in the rurru areas to guide them about the banking facilities available and 
for fetching  more business for the bank. 

3.7 Tbe Committee bave reasons to believe that the arrangements in 
Public Sector Banks for publicitY, Customer Education and Coanselling 
in both l'ID'8l and urban areas are more· impressive on paper than to the 
satisfaction of the maiostream of banking clientele. The Committee there-
fore, recommend that arraagements in Public Sector Banks for Customer 
edacationlcounseDing 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, exporterslimporters, foreign 
exclumge dealers and farmers but also to tbat of smallentrepre .. eurs, 
workers of the formal and informal sectors and the rnraI proletariat with 
regard to both the schemes for deppsit mobilisation as weD as for disburse-
ment of credit iJa the  Priority Sector. 

3.8 The o~ ee fder recommend that the Joint Publicity Com-
mittee . and the individual Banks sbonld lean more beavily on the medium 
of regional languages in the matter of publicity and costomer education 
through publication of brochures, booking .of advertisements in printed and 
ele ro~ media and through exhibitions etc. 

B. Customer Service Cenkes 

3.9 In addition to the internal machinery for redressal of customer 
grievances, public sector banks· have also created external machineries 
in the form of Customer Service Centres (CSC) , at all State 
Capitals and ten other major centres as an external ~en  to which the 
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bank customers could address their complaints. A co-ordinating bank takes 
the responsibility of organising the esc, follows up the complaint with the 
concerned banks and ensures speedy redressal of grievances. 

3.10 An association of manufacturers has represented to the COIh-

mittee, :-
"Our experience of Customer Service Centres has not been quite 
happy.' Complaints made to them are not looked into by them 
and' in tum these are passed on to the concerned banks whose 
recommendations are neither fair nor ,impartial. Complaint 
from the customers are made to appear as highly exaggerated 
~n  frivolous. Whereas the pith and substance of the comp-
laints is looked upon with a jaundicated eye and are dismissed 
in a light hearted manner ..... ", 

3.11 An ~sso on of foreign exchange dealers has represented that 
they' ,do not think ithat the Centres "have served the desired purpose as 
complaint of a customer can be best attended by his own bank. The idea 
is good but implementation has no practical value". 

3.12 Ac;ked during evidence to comment on ~e feasibility of inve!>1-
ing Customer Service' Centres with investigatives and disciplinary powers, 
the Additional Secretary in ,the Ministry stated :..,-

"There is a conflict. It, becomes a major question what authoTlt) 
an outside agency can have within :10 organisation. It is a ques-
tion of discipline and so on. Let us say, the customer's ser-
vice centre, has taken the. case of Dena Bank and the-v have 
brought it to the notice of the officers .)f Dena BanK that Dena 
Bank have not carried out some thing. To what extent thev 
can look into it or make it answerable requires sC'me legislative 
back up. At the moment, each bank is maintaining a per.;OD'l-
lity.01 its own atld Reserve Bank comes in for the purposes of 
overall look n~ into ....... ". 

. 3.13 The Committee agree that the cnstomer service centres which 
have been started with laudable objectives, can perform only a limited role 
in the present system. The Committee, however, feel that the service centres 
sbould be looked upon as institutions available for undertaking an overaD 
view on problems of common nature rather than as institutions to ,redress 
Individual grievances. The Committee hence recommend that the utUity 
and objective of these ceutres may be. reviewed aftd put on 8 profitable 
footing. , 

3.14 The Committee also recommend that the customer service centres 
can profitably undertake the job of educating the customers on their res-
pectin roles in their dealings with the banks in respect of varions types of 



transactions, including . credit facilities, by arnnging periodical workshops, 
. gllidance classes etc. in coordination with local ~ er  of o ~r e 

and us ~ er organisations. 

C. Complaint BoxeslRegisters 

3.15 According to the Ministry all public sector banks have imple-
mented the WorkIng Group's recommendations ~ o pl n su~ es on 

boxes and complaint registers should be set up lopened in each bank office 
for receiving and recording customers' o pl ln s su e~ ons 

3.16 Branch Mana!!:ers have ,been n~ ru e  to record all comolaint'! 
received in the r n~  and to mark their dispoc;al. On ensurin!!; ('f C0ml7-
taints lodged in boxes being entered into Cpmplaint e er~. the n ~ r  

has ~ e  that "primarily we would have to depend on the Branch Mana-
gers for faithful implementation of these instructions and a"sume that they 
are doing sc, unless there are complaints that they are not." Snecific ~e~ 

of ne!!:lect could then be looked in'o. The matter is looked. into by the 
Senior Officers during their Inspection of branches. Moreover. jf the 
grievance of a customer is not redressed at the Branch level, the u~ o er 

is expected to take up the matter at the higher level. 

3.17 On the safeguard against harassment of comn-laints hv bank <.>mn-
. toyees. the n ~ r  has !'tated that the customers have "ample avenues" 
to renact to the higher officers in the nk~ in ~e they arc: r ~se l

~ se  by the b3nlt: employees on account of their lo n~ of complaints. 

3.18 After a review of the Customer Services in banks recer,tlv. the 
Bankin!!: ~ on of the Ministry itself is reported to have on~lu e  that 
"in o~  cases complaint boxes are not maintained. nor are re~se~ of 
reglonal/zonal Managers displayed to help u~ o ers who Wl1nt to al)'l')eal 
to higher officen for their problems." An all Indi::t asso-::iation of entre-
pren~urs has observed that "due to lack of contll1ence ......... very few 
customers put in their complaints" in the complaint box. 

3.19 On the ~s 01' the review undertaken by Bankin!!: Division in 
Sentember. 1%6. n~ru ons are ~ e  to have een ssn~  to the pu l ~ 

sector bank, to organise a svstem of im;pection. bv Senior ker~ to ensure 
ol~ en l nn of all lle o ~~. ~er e e sur.e~ by their branches and 
that the findin!.':s of such inc;oections should be nut un to the Bo r ~ of 
Directors regularlv. The Banke: are also ~ e  to have been .r~oue.  ... d 
to report back action taken in this regard. The reports received from the 
nk~ are stated to have revealed that "aU the banks have taken vi!!orouc; 
follow up action to get the meac;ures advised to them durin!! the l ~ 2-112 
year<; le ~n e .  These include dic;pla'f\:-:ar !ime normc;. n en n~e 
of co",,,laint o eslrel. e e~. dic:olav of address of hH!her officers etc. in the 
branches. The senior officers of the banks ur n~ their visits totbe 
branches are expected to see the implementation of these measures. 



3.20 The Committee note that thougb Ministry bad reported imp'e-
mentation of the Working Groups' recommendation nos. 168 and 169 for 
providing complaint Boxes and Registers in eacb Branch, by all the banks, 
it has found during the 1986 Review that "in some branches complaitt 
boxes were not maintained nQr were tbe addresses of Regional I Zonal 
Managers available to wbom customers co1Jld appeal displayed." Instruc-
tions are stated to have been issued after the Review to all the banks to 
organise a system of inspection to ensure the implementation all customer 

• service measures including provision of complaint boxes and registers in 
each branch. The Committee recommend tbat provision of complaint Boxes 
and registers in branches should be ensured by surprise inspection by senior 
officers and appropriate foDow-up action taken. ~ 

D. Customer Service Committees 

3.21 The Working Group on Customer Sl!rvices had inter !ilia recom-
mended in their Report (1977):-

hEach branch must setup a customer service. comtuittee o~pr s n  
• branch manager and representatives of all categories of ~  

to overview the quality of customer .>ervice dispensed by the 
branch. The Committee should also encourage stat! members 
to come up with suggestions for pro ~ en  in customer ser-
vice. The Committee must meet at least once a month to 
£tudy complaints/suggestions, cases of delay and other difficul-
ties faced and reported by customers or as perceived by Com-
mittee members and evolve ways and means of improving ser-
vice. Minutes of the meetings should be maintained, and an 
annual report should be submitted to the customer service 
department controlling amhority." 

3.22 The Ministry has informed the Committee that the recommen-
dation of the Working Group for setting up Customer Service o e~s 

in each bank branch has been implemented by aU public sector banks. The 
Ministry has further stated that "All Public sector banks have set up comp-
laint cells· at Branch, regional and Head Office levels ....... At Branch 
level, Customers Service Committees have been constituted which periodi-
cally meet to consider the grievances of the customers and also suggestions 
received from ~e  to improve service." 

3.23 Asked to elaborate the functions of Customer Service Com-
mittees ,!.s distinct from those of Complaint Cells at Branch level, the 
Ministry has stated in a written reply that at the Bran..-:h level the compJaint 
cell restricts itself to receipt and recording of complaints and maintaining 
data on their disposal and, therefore, is limited to the Branch Managers and 
may be a desk hand. The Customer Service Committee, on the other hand. 
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is a more broad bas.ed forum comprising Branch Manager and repreSenta-
tives of A WARD STAFF and also sub-staff. In many cases Branch 
Managers associate Customers, with this' Committee's meetings. This Com-
mitee is an effort to involve all the staff members into an endeavour to 
improve customer service. These Committees also consider suggestions for 
improving their services and make recommendations to the higher autho-
rities. The minutes of the meeting of the Customer. Service Committees are 
examined by the Customer Service Department which takes a view about 
suitability of suggestions and· devises suitable systemsjmoqifications in the 
existing system for effective follow-up of customer grievances. 

3.24 On the measures to ensure that most complaints are settled at 
branch level it has been stated that the grievances which are capable of 
being settled at the branch level are settled by the Branch Managers. Such 
complaints which the branches are not in a position to, resolve are referred 
to Customer Complaint Cells at RegionallZonallHead Office levels. Nor-
mally, issues having wider implications for management policies would 
require resolution at ZonallHead Office le ~ls. 

3.25 Asked during evidence why the representatives of customers were 
not being associated invariably with customer· Service Committees, the 
Adllitional Secretary in the Ministry stated :-

"There have been instructions in the past also. Right from the point 
of constituting a Board of Directors for a bank, one director 
is from the customers. Some branches of the banks have been 
organising customers service committees. But we find that in 
most of the cases people did not take abiding interest." 

Pressed by the Committee that continuous efforts should be made bY" 
the banks to associate customers with these Committees,the witness 
assured :- . 

"The point ,is well'taken note of, Sir." 

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 tbe Ministry. The Committee hope that tbese Committees would meet 
at Itast once a month as stipulated in the Report .of the Working Group to 
take stock of tbe Customers' complaints and soggestious for foUow up 
action. The Conunittee also feel that customers should be associated with 
the customer Service Committees, as far as possible, in all the Brandes 
of public sector bank with. a view to make the Committees mo.re vibrant 
and meaningful. 

, ' 

E. Bank Customer Inter-face 

3.27 Bank Executives at Branch, Zonal, Regional and Head Office 
levels etc. are stated to be available at their Headquarters to the customers 
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for redressal of grievances without prior appointments on the 15th of every 
month between 3 P.M. and 5 P.M. . 

3.28 An all India association of bank customers has represented to 
the Committee :--..: . 

. "The customer inter-face· on 15th of every month is a ritual. Cus-
tomer reaction is a daily transaction to transact jon-basis 
affair. It cannot be funnelled into a two hour session every 
·month. Every customer should have access to the proper 
authority as and when customer· problems· arise ........... " 

3.29 An associati<?n of manufactu,rers has also complained :-

"On the sPot complaints made to the n er~ do not receive 
proper attention as the lower staff does ndt. take proper 
notice ...... orders are defied with impunity ..... and the man at 
the top is generally found to be grinning his teeth." 

3.30 During evidence, Chairman, Indian Banks' Association ex-
plained the low representation of customers in this Inter-faCe as foHows :-

"In the beginnipg, the representation was very good. Over the period, 
the number of people who come on the 15th of every month 
not only in one bank but almost in alI the banks has almost 
dwindled to 'nil'. I do not know whether it is an indication 
of satisfactory service. Otherwise; every day we meet, the 
customers. " 

3.31 Asked whether the turning up of fewer and fewer customers at 
these meetings points to the customers' lack of confidence in the bank 
executives ability to redress grievances, the Ministry has stated in a written 
answer that if any customer is not satisfied with redressal of his grievance 
at the Branch level .or at the ZonaliRegional Office level,' he is free to meet 
. the Chief Executive of the-Bank directly without any apPointment on that 
day. aowever, the number of such cases where intervention of the Chief 
Executives is required are ordinarily very few as the grie\ances are mostly 
redressed at the RegionallZonal Office level itself, if not at the branch 
It:vel. Accordingly, the Ministry has not agreed with the view that a thinner 
tmnout at the customer meet on the 15th of. the month indicates lack of 
confidence in the bank executives' ability to redress grievance. If that was 
so, the Ministry has stated, even the written complaints would not have· 
been lodged by the customers. 

3.32 All Public Sector banks are· also stated to have implemented the 
n. o~n on of the Working Group that "each branch should under-
take customers relations programme by meeting customers in a group at 
. least once in a quarter. ItiVitees for such ee n ~ should be. carefuny 
!>clected to ensure  a proper mix and sample of customers from different 
. I435 LSS/88-8 
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business segments. Such meetings should be attended by. concerned staff 
. members as well." 

3.33 An association of entrepreneurs has represented to ~e 
Committee :-

"Bankers-borrowers meets are-organised occasionally _ bv Com-
merce and Industry on their own initiatIves. At these meet 
Chief Executives of banks or their senior officers are present 
whl) discuss mainly policy matters rather than customers 
individual problems.'" . 

3.34 Asked to specify at what levels and intervals do the banks on 
their own· initiative, have regular interface with the representative of trade 
. and industry in pursuance of the above mentioned recommendation, the 
Ministry has stated in a written answer that sometimes at the Head Office 
level, representatives of FederationsjChambers of trade and industry are 
also called to discuss issues related' to customer. service. The intention of 
these higher-level ee~ s is to deliberate mostiy on the existing system 
so as to redress grievances. By their very riature, such meetings cannot be 
used by individual constituents to solve their individual problems unless 
these are so common in the industry or trade as to demand a review of 
overall policy or· procedure. 

3.35 The Ministry has further stated that the Government is not. 
aware of constitution of any advisory .committees having been constituted 
by banks, which included representatives of trade  and industry, with a 
view to improve customer service. 

3.36 After a critjcal. analysis, it has been reported in a publication as 
under .-

"Customer meets announced 'with such fanfare turned out to be a 
damp squib, people are 'getting disillusioned with the whole 
.exercise and fewer and fewer customers are present. at such 
meets. Ta make these meaningful they should pe turned into 
grass root forums to air customers needs and expectations. These 
meets should be pooling centres of ideas and banking policies 
have to respond to them." 

3.37 The observation that the representation of customers at ~ 

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 a bit too fast and fails to be a productive ,xer. 
cise. The Committee also do not expect that customers who deal with 
banks, for encasbmeot of cheques, pUrchase of DD, M.T., T.T. etc. and 
such other functions, would find it convenient to come out of their avoca-
tiODS and meet the bank officlais on the prescribed date. On the other 
band, Coaunittee feel that the meet can'be made meaalngfnl if a CI'OSI 
section of customers, selected at random is invited periodicaDy to expre!J8 
tIIeir views on banks' services. The Committee hence recommend that the 
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feasibility of 'substituting present practice by a more meaningful utilitsrian 
system may be explored and appropriate action taken. . 

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

F. GrievaRces Machinery in rural· areas 

3.39 On the auangements in nationalisedjpiIblic sector banks to look 
after grievancesicomplaints of customers in niral areas who generally are 
. not in a 'position to makeiformulate complahlts in. writing, the Ministry 
has stated in a written reply that considering the significant role assigned 
to the banks in the rural sector, banks have been advised by the Govern-
ment that the Chief Executives as also other senior. officials should visit 
the rural branches frequently to 'assess the quality of. services rendered at 
the rural branches. The rural custQmers have free. access to the Senior 
Executives to voice their grievances and hav;: the same redressed. 
Normally, when' the Regional Managers visit the branches under their 
charge, they meet a few customers and try to assess the quality of service 
at the branches. Though the customers themselves may not be in a position 
to formulate their complaints in writing, they do approach the  village 
pradhan or other voluntary agencies in the rural areas to lodge· their 
complaints against the branch functionaries. The rural branches of the 
public sector banks have also been advised to observe one day in a week 
as non~pu l  business working day to facilitate the branch managers to 
have personal contacts with the customers to ascertain their r e ~n es 
and. also. to fetch more business. 

3.40 The Committee note tbat Chief ExecutivesiSeniOl" officers of 
public' sector banks visit rural branches ''frequently" to assess the quality 'II 
of service rendered by banks in these areas and that rural branches bave 
been "advised to observe one day in a week as non-pUblic business day to' 
facilitate tbe branch managers to have perSonal contacts with customers 
to ascertain their -grievances". Tbe Committee recommend tbat tbe ill-
tellded visit of, the senior officials should be made kaown to tbe public 
througb a notice board at the bank and. the senior officials should assign 
specified time for the rpraI public to call' on them aDd voice their griet-
8ncl'S, if any. The Committee also r'ecommend that safeguards should be 
initiated by the Chief Executives of Banks to. ensure tbat the advice is 
ettnally implemented _ by all tbeir rural branches in letter and spint. 



-CHAPTER IV 

SECURI1Y' ARRANGEMENTS 

A.Magnitude of Bank DacoitieslRobberies 

4.1 The following table indicates the cases of daooitiesl robberies re-
pcrted to RBI by public sector banks during the year 1982 to 19B 7 >---

Yl"ar 

--

1982 

J983 

1984 

~  . 

~  

1987 
~ 

(Ut'lto 30-i'i-1937) 

, 
~ ----------------------------

~ -------

73 

79 

77 

76 

106 
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Amount 
involved 

. Amount 
recovered 

Amount 
of-I(\ss 

(Amount in lakhs of ruoees) 
------------

J.39.65 'S8. J 8. 81.45 

99.77 2/'i.80 72.97 

130.40 43.00 87.40 

156.79 ':5.34 131.45 

391.38 12.82 378.56 

680.48 41.19 639.29 

4.2 The value of gold ornaments, cheques \tC. in add.ition to cash looted 
from nationalis(.d .l lk~ durin)! the period 19132 to 30th Jlme 1987 was as 
under 

1982 

19B3 

1984 

1985 

1986 

1987 (uDto 30-9-87) 

Details of value -

1. Gold orruunents worth ~ 16_ 51,Iakhs 
2. ] DB'BL gun with 7 cartidges 
3. StlX'ksoftravellers cheques worth Rs. 24,500/-

Gold Omaml"Dts W("ighiIlfZl46Z ~ 

1_ Gold v:Jued at Rs. 2.53lakhs 
2. CheQUes valued at Rs. 1. 56 l k ~ . . 
Gold weighlnr 1002 gms. 

Foreign currellcv valued R""-OS? !akhs jeweIJery valued-at Rs_ 0.8 
.hkh;, gold ornaments weighing 626 ~. and t.ravf'!)Prs chl"QUf'S 
US £ 4S, 690 and £ 13,040. 

Gold .wieghing 4362.70 gins. 

4.3 According to the Ministry "the Bank" may not have to bear the 
entirc loss involved in bank dacoitieslrobberks ~ some of the amount 
may be recovered t:y tb,' Pplice and even -if full amount is n:>-t rC('overable-
with the help of the Police, the banks might be able to recover part or fun 
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amounts from the Insurance Companies, as the banks have a system of: 
insuring the cash in safeslCollnters or in r~ns . Tho: ultimate loss is r en~ . 
off and is not refltcted in the accounts or" the bank. 

4.4 Data supplied by the Ministry indicates that the total amount of 
insurance premia paid by public· sector banks to covcr ·frauds and hank· 
robberiesldacoities during the years 1984 to 1987 was as follows :-

---- . ~ 

Year Totaloremia hicrt'l.\se over 
charged pr,'vious year 

_ .. - ------"- ~ .

·1984 J 4(j.41 h kh. 

J985 J 64.10.lakhs 17. R7la"hs 

)9!Ui ~ 8S .27Iakh. 23.97Iakh. 

1987 2M.OI lakhs 30.741akhs 
- -----.------ .. ----------------.--<.-- ----------

. The subsidiaries of the General Insurance Corporation are stated to 
have increased with effect from 1-1-1987 the rates· of premia charged 
from banks. . 

4.5 In the· recent past various Committees have been· set up by the 
Government of India, Indian Banks Association, some nationalised banks 
themselves rnd tinally by the Reserve Bank of India to look into the· 
security arrangements in bank. 

These Committees suggested several measures to strengthen the. 
Security system. Detajled guidelinesiipstructi()ns have been issued to 
hanks ~ se  on tDes';. recommendations. The exic;ting arrangements in. bank:. 
are stated to be largely the result of action taken on the measures sugges-
ted· by these Cummittees. 

4.6 Each baijk bali set up its own security department headed by a 
Chief Security 01'licer. This department broadly ccnsist:; of a Chief SecuritY 
Officer, Zonal Security Officers, Assistant Security Officers and Watchman! 
armed guQrds .. The individual branches of banks are guarded by an 
armed guard. Other physical security measures areals() taken· by individual 
banks, like building strong rooms, cash cabins with . automatic lo ks~. 

dectronic ahlrm s s~e s  erecting physieal barriers, like co]apsibIc ~s  
e ~ . 

4.7 Banks also have cash vans with armed guards. in selected areas to 
guardr('mittances in· transit. Currency chest holding branches are guarded 
round the clock either by the local police or by bank's own guards. This 
s s ~  has gen.en.:.lly becm followed by most of the nation.ised banks. 

4.g A meeting presided o e~ by 'Deputy Governor of the RBI with 
Chairman of Bombay-based banks on 3-3-1987 considered ways and 
means of strengthening the security arrangeme!tts in banks and recommen-
dedsctting up a HIgh Powered Committee by the RB-I to. review the 
security arrangements. in banks afresh: Accordingly, the Govenlor .of the 



56 

RBI constituted on 13-3-87, a Committee under the Chairmanship of the 
Deputy Governor, to review and ~e ppropr ~ recommendations for 
strengthenillg the present security framework in the banks. The Committee 
accordingly ,examined the subject in detail and submitted its report to 
the Governor of the RBI. The recommendations lIlade by the Committee 
are stated to be under consideration of the RBI. 

4.9 On the \Veightage given to security considerations at the time of 
selection ot sites for opening of branches by nationalised banks, a High 
Power Working 'Group in its Report on 3rd un~  1983 had indicated 
certain guidelines requiring, inter alia, that the site should have natural 
security i.e. it should not be isolated or in a crime prone area, site should 
, be near a police station 1 booth or near market ,a public place in case of rur~l 
areas and' so on. Information as.to number of branches of each nationalised 
bank which did not conform to the guidelines of rnA Sub-Committee of the 
high risk, normal risk and low risk barnches and 'certain cash limits 
the recommendations of the Sub-C6mmittee however, is not available with 
the Ministry. 

4.10 In reply to a question, it has een~ e  that in order to over-
comeo'the deficiences in the security cover becaus,! or th(· location of the 
branches, the l:-anks have been advised to classify their branches into 
high risk,' normal risk and low risk branches 'and certain cash limits 
have been indicated for enabling easier categorisation 0f the branches. 
Depending on the ulner ~  aspect the banks decicc the security-mix 
to be adopted in the branch. Such classification also enables the banks to 
decide on posting of armed gmircis, to the hig'1 risk and normal risk 
branches. 

4.110 According to the data sUJi'Plied bv thl! Ministry, Ollt of about 
36,875 branches of public sector banks, 3,705 branches have been classified 
as currency chesh branches, 4309 as high risk branches and 8415 as 
nonnal risk branches. Besides, the banks have been given the discretion to 
employ armed guarQs 'irrespective of the cash hr)lding-; of the branches 
depending upon the location of the branches, vulnerability etc. 

4.12 The Committee are gravely concerned with the losses which 
amounted to about lb. 13.91 crores (excluding gold ornaments, cheques 
ctc.) incurred by Public Sector Banks as a result of dacoitiesltobberies 
from 1982 to the end of June 1987. They abo consider the Ministry's con-
tention that the Banks might not. have to bear the entire losses involved 
in the dacoitieslrollberies as "some of the  amount might be recovered by 
the pOllce",· or they "might be able to recover part or full amount from 
Insurance Companies" as unfortunate. It is needless to point out that such 
eonteBtioDS only help tile Banks becoming more eomplacement and dis-
(:ourage them in making adequate and tig .. t security arrangements in the 
brnnches. ' 
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4.13 Tbe Committee note tbat the Ministry, Reserve . Bank of IDdia 
aud the Banks bave constituted a number of Expert Cemmittees over the 
~ ean for considering ways and means of strengthening security' 8l'I'IIIIge-
ments in Banks and guidelines based on· the fiadinas of such COIIIIIlittees 
bave been issued from time to time to tbe Banks. However, in view of the 
fact that the amounts involved in the Bank dacoitiesirobberies have 
. rapidly increased from year to year, tbe Committee cannot belp concludiDg 
that'tbe guidelines bave not been followed· by the Banks in letter and 
. spirit. The Committee expect all tbe Banks to follow 'strictly these guidelines 
and in case any thefts, dacoities stUl occur in the brancbes, tbe compliance 
or otherwise thereof by tbe atfectedBrancbes 'should be criticaUy analysed 
and responsibility fixed -apart from taking sucb other action as may be 
deemed necessary. The Committee would also like tbe Reserve Bank of 
Illdia to conduct regular security inspection of tbe Banks by sPtlCially 
trained Inspectors witb a view to ensure tbat thesecority arrangements are 
fool-proof in the. brancbes in view of tlie evercbanging circumstaDces. 

B. Arms ProcuremeDt . 

4.14 It has been stated that arms licences arc issued either in nle 
Aamc of the Branch Manager or in favour of the Hranch Manager by 
designation and the practice 'in this regard varies widely. Whilst majority 
of the States' have giver.. a strict interpretation to the legal provisions in this 
regard and issued licences only against the individual names of the 
Branch Manager, it has been re~r e  that in one state, on the request 
of the banks; arms licences have been issued in favour of Branch Managers 
by designation. The Nodal Officers during discussions with State Govrrn-
. ments have been taking up this ,issue and it is understood that 11 few other 
State Governments have agreed to issue liceng!s bv designation, imteadof 
in the names of. the specific Branch Managers. 

4.! 5 AccOlding ,to the Mhlistry, wherever the arms .licence is issued 
in the personal ilamc of a Branch n~ er  a ~es  licence in the name 
of the nei' Manager will be necessary· and delay in the issue of Ii fresh 
licence. caused difficulties for the Branch. Regarding the average time taken 
in issuing arDIs licences, renewals of such licences and problems for 
obtaining caltidges etc., the Ministry has pointed out that the situatiOtt 
varies from State to State and from area to area as the licensing procedures 
necessitate processing ofappliC3;tions, involving references to Police stations 
etc., which inevitably require some time: Wherever bank security officials 
have been able to establish coordination with the local police authorities, 
unnecessary delay in processing -su ~ applications have been cut down. 
According to the Ministry, the question had also been taken up with the 
Ministry of Home Affairs;· . 

"'At the time of factual verifica.tion; Minist!'y. has furnishf,d a coDY of the in..otructioD 

issued in tbis behalf by the MinistrY of Home Affair!' vide their Order No. Y-II OlY2187 

Anns dat .. rl 8th De-cember, 1987( Annexure pp. 99-·100) 
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4.16 The' Committee are concerned to note that while a majority of 
t:he states. issue licences for guns etc. oaly against the individual names of 
. Branch Managers of banks causing difficulties to banks on change of n~ 

~~n  only one State on request by Banks, issues licences to branch 
IWllIBgers by i1esignation. It is understood that a few other States have also 
since agreed to issue the. licences by designation instead of in the names 
of branch Managers. The Committee recommend that the legal· position in 
this regard may be so revised if necessary, so as to ensure that tbe existing 
problems in tbeissuance of licences when there are changes in incum-
bency of the officer are. obviated. 

4.17 The Committee furthe; note that the time taken by State Govern-
ments in' ~su n  licences varies from State to State but on tbe wbole is 
excessive. The question .of obviating  the delay is stated to have been taken 
up by' the· Ministry of FiAance with the Ministry of Home Affairs. The Com-
mittee recommend that pending amendment to existing legal provi.sioos, a 
swtable working arrangement may 'be arrived at to tide over the present 
bottJenetkS. 

C. Banking Security Force 

: 4.18T}1eCommittee ~e. been informed that the Varadan Committee 
set up by the Ministry 'of Home Affairs (March 1982) had examined the 
question v,l1ether a National Bank Security Force could be set up for bank 
security on the lines of the Central Industrial ~ ur  F'orce (CISF). 
After close consideration of the matter, the Varadan Committee concluded 
that· because of the' posting of Bank Guards in' ones and. twos, it would 
not·be feasible to· set 'up a Bank e~ur  Force on the lines of the ~  

since the requisite command and control required for regular or~ would 
not !:Ie possible. The views of the Varadan Committee are stated to 1!ave 
been endorsed by the High Power Committee set up by the Finance 
Ministry (August, 19&2) which re-examined this question. Subsequently 
in 1986, the Indian Banks Association set up a Working Group on Long 
Range Pl3nning .to consider the existing security systems in banks. The 
Working Group suggested setting up of a separate Force, viz.·a National 
Bank Security Fore\:. The IBA, therefore, called. for the views of indivi .. 
dual banks on the recommendations of the Working Group. The Managing 
Committee of the IBA considered the views of the Member Banks on the 
subject· at its meeting held on 24th April, 1987' and came to the conclu-
'sian that setting up of a National Bank Security Force was notfeasibJe. 
The Managing Cmmittee concluded that some cf the observations made by 
tbe Varadan Committee in 1982,. negating tile setting .up of such a force' 
were valid even in the present conditions. The Managing Committee of 
IBA, however, favoured that a Special Wing in the Police Force could be 
recommended, which could devote itself entirely to Bank Security and that 
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those banks which do not have adequate security personnel could draw 
upon the services of the Specialised Wing of the Police Force." 

4.19 The RBI also set up a High Powered Committee in March 1987 
to take a comprehensive view of all aspects of bank security systems. This 
Committee is also stated to have come of ~ conclusion ~ setting up of 
a National Bank Security Force would not be practicable. 

4.20 Asked during evidence whether the ~  of setting up an inde-
pendent security force for banks was still under the consideration of the 
Government, the Additional Secretary in the Ministry stated :-

" ..... .in Punjab a sizeable number of personnel of ITBP are being 
engaged and a part of the expenditure is being met by the 
banks. Considering the special circumstances of that area, 
some special measures were taken and financed by the banks. 
Generally it is the responsibility of the State Governments to 
provide security forces. We have taken special measures in 
view of the special circumstances. We ltave already gone into 
the idea of having an n pen ~n  security force and found 
that it was Dot feasible because of so many impediments like 
providing aceommodation, supervision, etc." 

4.21 Deputy Guvernor of the Reserve Bank of India added :--

"We are introducing security arrangements as warranted. Cost 
aspect is also kept in view." 

4.22 On his" attention being drawn to the peculiar situation prevailing 
in the north-eastern region also, a representative of the Ministry 
revealed :- . 

"After the incident of highway robbery near Dimapur, we had gone 
into the question of security in Nagaland, Manipur and Tripura 

/' and we came to the conclusion that in currency chest branches 
we should provide CRPF .guards in three States. Road jour-
ney is a very difficult part. As far as possible, we try to 
arrange remittances by air. After February, 1987 we have made 
the system of sending currency by air in Punjab also." 

4.23 TIle Committee find that the idea of setting up of a separate 
security force for banks, on the lines of Central IndD5trial Security Force, 
did not find favour with various Committees which weat into this questioa 
from time to time. The Committee," therefore snggest tbat each public: 
sedor bank should" revan., and augment its own seclll'ity staff 011 aD ade-
quate level so that it is not dependent on other para mDitaly orpuisatioDs 
except in ease of currency chest branches aDd branches in disturbed areas. 
The Committee also suggest that the Security Plamdng Cell of the Reserve 
Bank of India should draw up a time bound plan for revamping and aug-
1435 LSS/88-9 
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mentiag both in number and quality the se ~  staft of· e~ ~ pabUc sector 
baDk andstiingently· monitor.its implementation by the mdividual banks. 

D. Growth Opportunities for Security Staff 

4.24 Ot) the liplited growth opportunities for security staff in banks, 
the High Power Committee on Security Arrangements in ,Banks (! 983) 

had recommended inter alia that ~
"Atpresent there are only two rungs. in the existing security 

Organisations. There are either officers or. guards. While in the 
officers cadre, it is possible to have promotional opportunities, 
in the case of guards there are presently no such opportunities. 
It would be desirable to offer some avenues of promotion for 
the guards so as'to make use of their exrericl1ce as well as to 
avoid frustration amongst their ranks. How"'these promotional 
avenues can be introduced should be considered separately 
in detail by the banks in cODsultation with the RBI and the 

o ern e~  

4.25 The' n ~ r  has stated in this regard that as the security staff 
appointed are persons who have served for many years in Defence Forces 
and arc generally in late 30s or 40s; the career prospects for them are 
limited. Those who join as Watchmen and Armed Guards can become 
Head Watchmen or Havildars within their cadre, If they have or acquired 
the required ,qualifications and the required years of service, they can 
. become clerks on their passing the tests prescribed by the respective 
banks in . terms of their promotion poliCY. n ~ they become clerks, they 
are no longer security staff and the usual career prospects are available 
to them for promotiom within the clerical cadre and alSo in hjgher cadres. 

4.26 The matter re~  to specific steps to improve the promoponal 
opportunities for security staff and to motivate and improve their morale, is 
. required to be decided by each bank. RBI is stated to be contemplating 
to set up a Working Group to look intd service' conrutions of the security 
personnel. When such a Group is set up, it will into the promotional 
prospects also. 

, 4.%7 ~ Committee are unhappy to note that evea though the High 
Power Committee on Security ammgemeats in Banks had in their Report 
in 1983 recommended that the Banks in consultation with RBI should 
~ore . the avenues of promotion for bank u r s~. the Reserve Bank is 
&till only "contemplating" to set ap .• working group to look into service 
cODditions of security pet'SOnnei in banks. The Committee urge that the 
Reseue Bank should set ap the Working Group without any further loss 
of .time fOr exploring better avenues for career growth of· the security sfaft', 
so that necessary incentives. and motivation could be provided to them for 
performiDg their duties more efticiently. 



CHAYfER V 

BANK FRAUDS 

A. Magnitude of B,aRk Frauds 

5.1 . According to the Ministry, the magnitude of frauds perpetrated in 
e on nse .k n ~ and abroad fr:om 1982 to 1986 was as 
follows 

Year No. of frauds Amount involved 

( in lakhs of rupees) 

1982 1497 1548.81 

1 ()S3 1739 1904,90 

1984 1622 , 3181. 00 

lQ85 1546 • 9369.67 

1986 1184 5164.80 

5.2 By and large, frauds have occurred in banks not on account of 
lacunae in the systems and procedures but awing to non-observance of the 
prescribed procedures and safeguards. Banks have reviewed and revam-
ped the vigilanCe machinery, taken steps to tone up the control and.supet-
vision, strengthened management. information system, followed up inspec-
tionlaudit arrangements and reconciliation of branch and other accounts 
on continuous basis so as to prevent frauds in these' areas. The prog-
ress in these directions is being closely watched and monitored' by govern-
ment ana RBI. 

S,3 The Ministry was asked to state specifically to what extent branches. 
of each of the Public Sector Bank have been'inspected, internall and ex-
~rn l aqdits conducted, their inter-branch a<:cOunts reconcileil, books 

. ,balanced, vigilance machinery revamped during the last 5 years and what 
were the guidelines/directions of the Reserve Bank of India in That regard. 
In a written answer the Ministry has stated that an the public sector banks 
have their 'fullfledged inspection departments which conduct inspection of 
their controlling offices and branches as well as Departments of the Bank. 
The frequency of the inspection varied from 12 to 18 months. All -' the 
branches are subjected to inspection and the inspection reports are made 
available to the contrcfJing offices for follow up action. In addition many 
of the banks have adopted a system of inspection by external statutory 
auditors who are appointed by many of the banks for concurrent audit; 
revenue audit, expenditure audit, etc. 
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5.4 As regards statutory audit of branches of nationalised banks, 
BaAks have ~n advised by Reserve Bank of India that in addition to 
main branch and Head Office all branches having advances of Rs. 50 lacs 
and above should have to be audited compulsorily each year and in addi-
tion 113rd of the remaining branches have also to be taken up for audit 
by rotation· so as to cover all the branches at least once· in three years. A 
panel of branch auditors is furnished to each nationalised bank by RBI 
after it is approved by a Standing Advisory Committee (SAC). The banks 
appoint auditors for audit of their branches out of the said panel. In so 
far as State Bank group is concerned, the system prevailing in nationali-
sed banks have been introduCed in these banks also from the year 19831 
in a phased manner and they are expected to fully fall in line with. 
~ on l se  banks within a short time in the matter of branch audit. In 
order to enhence the effectiveness of bank audit, RBI has constituted a 
Bank Audit Committee in April, 1985. 

5.5 The Committee wanted to know whether there were ca;ses to 
frauds in banks arising out of transactions that were earlier subjected to 
audit, inspection,etc. but nOlt initially detected, what was the action taken 
against inspectors, auditors etc., in such cases and whethet any analysis had 
been done to ~n  at what stage the frauds really come to light. In a 
written answer the Ministry has informed the Committee that "it is possible 
that sOme of the frauds perpetrated may not have been detected in the 
earlier audit or inspection. Wherever such cases are noticed, banks try 
10 find out the reasons why these frauds were not reported by The earlier 
fnspectors wherever considered necessary action is also initiated against 
the officials who are responsible for the lapses.. " 

5.6 One of the major contributory causes for delays in detection of 
frauds being arrears in inter-bank reconciliation. the position in tliis regard 
was called from the Ministry. According to the Ministry, die position of 
total entries. and amounts outstandings there ~ ns rel n  to tile period 
upto the year 1985 and outstanding as on 31 st DeCember, 1985 and 
1986 in the inter-branch accounts of all 28 public sector banks· revealed 
that total number of outstanding entries had come down from 408.71 
lakhs to 251.15 lakhs and the amounts involved from Rs. 321701.72 cro-
res to Rs. 195693.94 crores indicating a reduction of 38.6 per cent and 
39.2 per cent respectively. The banks having unsatisfactory position in 
regard to inter-branch reconciliation are stated to be suitably followed up 
by drawing .!he specific attention of the Chairmen of the banks during the 
periodical discussions by Reserve Bank of India, impressing upon them the 
need for bringing about positive improvement in a e~ oun  manner in 
regard to elimination of outstanding entries. 
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5.7 In regard to balancing of books in the banks, according to the 
Ministry, there has been definite improvement in the balancing of books 
over December, ] 985 position in as much as the number oT brimclies with 
arrears in balancing, decreased from 7,232 in December, 1985 to 4,963 
as in Dece1Jlber 1986, and further to 3531 in June 1987. The number 
of branches with period of arrears for 1 year or more decreased from 
3728 to 2557 and further to 2204 during the corresponding periods. 

5.8 RBI is stated to have convened a conference of the Chief Vigi-
lance Officers of all Public Sector Banks on 30th April, 1986. After due 
deliberations at the Conference, the banks were advised on 24th June, 1986 
as under: . 

(i) There is a need _ for constant upgradation of systems and 
prOCedures, prompt disposal of complaints and grievarrc;;;, 
identification of sensitive areas an<.l-tightening of supervisory 
controls, inspection, audit etc. 

(ii) The inspectionlaudit in banks should be made more comp-
rehensive and effective by carrying out test checks ~o that 
non-observance of systems and procedures, kite-flying opera-
tiOlls and other deficiencies o ~  be identinea in time; 

(iii) The personnel pOsted to the inspectioniaudit departments 
should be of high integrity and ability wh9 can handle vigi-
lance matters and produce results. 

(iv) The action taken against delinquent staff sHould be' prompt 
and deterrent. 

(v) Adequate and selective puh':icity should be' given to steps 
taken by vigilande departments as such publicity promotes 
vigilance consciousness amongst staff and removed from pub-
lic mind the impressi9n that banks are slack in taking action 
against staff. 

(vi) Internal vigilance machinery should be geared up and  there 
should be good rapport with external vigilance organisatIons 
like CBI in the matter of preparing "Agreed List" of officer'> 
of doubtful integrity. 

(vii) Serious!important complaints which are capable of verifications 
should be treated as "Starred" cOmplaints and de:llt with 
within a time-frame. 

5.9 In addition, the RBI has invited the attention of the banks on 
24-4-1986 to the Government of India's instructions dated 4tl1 March, 
1986 on the programme for vigilance am! anti corruption work ofCB! 
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ouring 1986. They were further advised to take necessary steps as con-
templated by the Government and keep RBIltheir Boards apprised of the 
action taken in this regard on a h,a:lf yearly basis along with the half yearly 
reviews of vigilance machinery for June and December every year. Accor-
ding to the Ministry, RBI has been perusing these half yearly reviews of 
working of vigilance machinery of public sector banks and also the posi-
tion of implementing the action plan on anti-corruption e su~s drawn 
up by Government in a phased manner. Mter perusing the reviews for 
the half year ended June and December, 1985, RBI is stated fo have ad-
, vised the banks, on 23rd April, 1987 to attend to the task of inter-branch 
, inter bank reconciliations work On a priority basis to reduce the scope for 
indulging in fraudulent activities. 

5.10 The banks have also set up Vigilance' Departments under the 
Chief Vigilance Officers of the ranks' of en~r l Managers, to review'tlie 
position every half year and placing the same before ~ Boards and also 
submitting to RBI. Reserve Bank reviews the position of each public 
sector bank and places the same before the higher authorities. Any defi-
ciency observed in any bank is pointe4 out to it for rectification. 

5.11 A special investigation cell set up by RBI in May 1983 also 
conducts snap inspections to cover systems, proceOures and Control 
arrangements; it has conducted several investigations in regard to major 
frauds involving large amounts of serious irregularities in the woiking of 
banks in specific areas. On the basis of these investigations, the Cell has 
been pursuing the matter with the concerned banks regarding tightening 
up of the internal control machinery etc. with a view ;0 preventing frauds. 
The Cell is also stated to have issued several' circulars on tIie basis of 
investigation bringing out to the notice of banks the modus operandi 
relating to frauds incorporating guidelines to prevent their recurrence by 
strengthening their systems and procedures, as a!lso the ,loopholes in sys-
tems and procedures which have contti.buted to the frauds and suggested 
remedial measures to prevent occurrence of frauds. 

5.12 The Committee have been informed that under the existing 
arrangements, eaeh branch is subjected to nsp~ on once, in every 12 to 
18 months, and a statutory audit once in 3 years for small branches and 
once a year for big branches, head offices and otber accounts. ~ addition, 
a "igiJance machinery, external checks by RBI etc. are also reported to, be 
fuactioniog.Notwithstabding these measures, it is perturbing to note that 
,the internal security arrangements have proved woefully inadequate in as 
much as frauds have been perpetrated 00 the finances of the banks to the 
extent of Rs. 221.69 crores over a period of5 years ending i986. The 
Ministry is not 'in a position to furnish uy data regarding the extent of 
frauds not located during inspection, audit etc. but subsequently noticed 
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though the transactions concerned ought to ~ e been covered by inspection 
and audit. The Committee, therefore, cannot but conclude that there exist 
several cases of frands which ought to have been detected during inspec-
tion and audit but were not detected. The Committee feel that there is an 
imperative need for identification of the contributory factors ~  led to 
failure in noticing the frauds in time by auditing, inspecting staff for fixing 
4!B'ponsibility. Further, the inadequacy in quality and content as also 
periodicity of inspeCtion and audit may be identified and special dorts 
taken to streamline the procedure. 

5.13 Two of the contributory causes for non-detection of the 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 ~.  lakh items for a 
value of Rs. 321701.72 crores in 1985 to 251.51 lakh items for a value 
of Rs. 195693.94 crorcs ~n 1985, arrears in balancing of books have also 
been reported to have come down from 7232 branches in December, 1985 
to 3531 branches in June, 1987. The Comm.ittee note in this connection 
that value of arrears was only Rs. 168565.26 crores in 1983 which has 
unfortunately shot up substantially later. In the circumstances, there can 
hc no escape from the conclusion that the extent of arrears has piled up 
and position has deteriorated. The Committee nee.d hardly re o e~  

that a time hound programme will ban to be chalked out for clearing the 
arrears in these fields. 

5.14 In so far as arrears in reconciliation of inter-office transactions 
1rnd balancing of books of branches are concerned, the Committee re o ~ 

mend that steps should be taken to ensure tbat under no circumstances, 
fresh arrears are allowed to accumulate before the accounts for the year 
are certified by the statutory auditors and for this purpose, periodical 
reeoDciliation system may be enforced and progress monitored and . guided 
from the highest level. 

5.15 Despite the extent of arrears in these fields as also the extent of 
frauds that are detected each year, the Committee find it diffieult to re-
concile that statutory auditors furnish to each bank clean audit certificates 
and do not. qoaIify their reports to indicate how far the arrears vitiate the 
correctness of the accounts. The Committee feel that had the auditors 
bighlighted these arrears in their annual audit certifiCates aU these years,. 
the realities would not have been a hidden faCtor. The Committee, there-
fore, recommend that the role of statutory auditOl'S for supply of clean 
audit certificates may be clearly laid down. 

B. Bank EmplOyees involved in frauds 

5.16 The number of delinquent employees against whom action has 
been taken for their involvement in cases of frauds, as reported by the 
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pubtic sector banks to RBI for the years 1983, 1984, 1985 and 1986 is 
stated to be as under :-

~ .. ~~~ ~

Frlluds (Public Sector Banks). 
-----

1983 J984 1985 1986 

(i) No. of employees cOnvicted 
~ onchar.!Wsoffrauds . 50 12 72 

(ii) No. of employees given majorl 
minor penalties 559 481- 711 6H 

(iii) No. of employees out of[ iii 
abOve dismissedl discharged! 
removed 210 -::!J -64 ~ 

(iv) No. of employees against whom 
prosecution is pending in 
Court NA 525 55.4 57.1 

(vl. ND. ofcIDPloyccsagainst whDm 
, :.r- .. departmental proceedings are 

'pcnding NA 1318 1172 1139 
--------- . ~ . 

5.17 The following' factors generally are contributing for delay in 
finalising the departmental proceedings. 

(i) Collection of required documents from CB.!ICourt. 

(ii) Necessity for inquiring into numerous charges in. the charge-
sheet and complicated nature of cases. 

(iii) Need for examination of large number of outside witnesses. 

(iv) Delays owing to POlicelCBI n es ~n and Court c-ases in 
-connected matteili. 

(v) Stay on inquirylfinal orders by Courts of Law. 

5.18 It ha<; been represented to the Committee that "imniediate sus-
pension and diSmissal of staff in case of frauds is required. Unfortunately, 
even when the frauds is pt"oved, such action is not always taken ..... " 

5.19 Asked whether departmental inquiries against employees involved 
in frauds are stopped as soon as proceedings are instituted in . courts, . the 
Deputy Governor of the Reserve Bank admitted :-

"There is a tendency on the part of many banks that as soon as 
criminal case is filed iri Courts, the departmental inquiry is 
stopped. We had met' the bank people in various forums and 
discussed with them this particular thing. We have been tel-
ling them for· the last 2 or-3 years that where a cIiminal action 
has been initiated against an· employee. . ... they should not 
stop it. This instruction was given to the banks in one SUCh 
meeting." 
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S.2O Table below gives information, to the extent avaiIabJe with 00-
vernment, in respect of senior oflic,ers ~o were (a) dismissed, (b) dis-
charsed and (c) removed from the Bank's service in consultation with 
CentJal Vigilance Commission during the years 1983 to 1986 and informa-
tion about the employees against whom prima facie suspicion for commit-
ment of fraud exists but have not been placed under suspension : 

(a) Dismissed 
(b) Dischaflll'd 
(c) Removed from the Banks' .rvice 
(11) No. of employees against whom prima 
facie suspicon for commitment of fnud 
exists but have not been-placed undelr 

1983 1984 1985 
9  5 10 
1  1  3 
2  5 

1916 
JS 
4 
S 

suspension from the Bank's service SJ 70 59 98 

5.21 or~  to instructions in the Vigilancit Manual of the CeDtnI 
Vipance . Commission, before placing an employee under suspension it 
should be considered whether the purpose would not be served if the 
employee is transferred from his post. Further, if the employee would 
like to have leave that might -be due to bim and if the competent 
authority thinks that such step would not be inappropriate, there mould 
be no objection to leave being granted instead of placing an empToyoe 
under suspension. According to the Ministry, it is, therefore, necessary that 
each and every case has to be examined on its merit before placing Q 
euiplOyee under suspension. Sometimes, therefore, tne Bank instead of 
placing an employee under suspension, transfers him to an innocuous _ ~ 
non-sensitive post. 

5.22 According to the statistics on 'banks' frauds provided by the 
Ministry, a single fraud involving an amount of Rs. 5,985 lakhs is statecl 
to have taken place in a Central Bank of India Branch outside India.m 
1985. Asked to supply full particulars of the case the Ministry has stated 
in a written answer that the fraud was perpetrated at London (UK) 
branch of Central Bank of India during the period 1982 and 1983 by the 
following firms belonging to Mr. Raj Sethia and Mr. Ranjit Sethia: 

Sr. No. Name of the firm Amount involved 
-----------------

1. Esal Commodities Ltdi. Rs_ 5070 lakhs 
1. Loveneo Inti. Ltd. Rs. 780lakha 
3. Drumplace Ltd. Rs. J 35 laths 

RIl. 59851akbs 
-------------------------------- --------------
The:firms mentioned at Sl. No.1 and 2 belong to Esal Group of Mr. Raj 
Sethia and other firm belongs to Mr. Ranjit Sethia of House of Sethia. The 
modus operandilbrief history of the fraud ~ stated to be as under:-
(0 Esal Commodities Ltd. 

(a) large facilities weftI· n~ to th .. finD by the then DOMIOM 
of London office far in excess of sanctioned limits. 

1435 LSSj88-10 



68 

(b) Advances were made against bills drawn on Nigeria, which 
did not satisfy the requirements of letters of credit' under which 
they were drawn and non-despatch of these bills. (c) Transfer 
of funds under irrecoverable  letters of undertaking issued by 
London office which were not backed up by normal banking 
transactions. (d) Violation of terms of sanction in-case of 
facilities sanctioned by Central Office of the Bank. 

(e) .Delayed and' incorrect reporting by London office. 

(ti) Lovenco International Ltd. 
Advances againSt bills drawn on associate concerns in. USA which 

bills are not yet paid but the associate drawee Concern has 

~n declared insoivent. 

(hi) Drumpiace Ltd. 
Advances against non~ enu ne bills . drawn on an associate concern 

of Esal Group in Hongkong. 

5.23 According to the Ministry, the fraud could take place as> two 
.senior officials' of the London branch of the bank extended the facilities 
.tOlhe tum for reward or for illegal gratification and in violation of the 
~  dOWn rUles and norms of the bank. The London branch also delayed 
SUbmission of control returns and concealed the facts from central office 
<if the bank by not disclosing full information about the commitment of 
the party at any. time. 

5.24 An amount of US $ 1.740 million is stated to have so far been 
'received by the bank from Central Bank of :Sigeria in respect of collection 
bills for US $ 2.884 millions held as security under letters of credit opened 
'by Indo Nigerian Merchant Bank, Lagos. The remaining amount due 
, (indudmg the bill amount plus interest) will be paid in 9 monthly 
jnst&jfilents. (As per agreement the amount of bill with interest was to 
be paid in 2.0 monthly instalments and the bank has so far received 9 
instalments) . 

S.2S The Bank is stated to have lodged a claim with New India 
Assurance Co. under Banker's indemnity policy. The Insurance Co. baS 
not so far paid any amount. The extent of loss in this case will be known 
to the bank only after the reali$Rtion of se ur e~ r e  to tne bank. 

5.26' The bank is .stated to have filed a complaint with Scotland ~r  
Police of london. The investigation is in progress. S!Shri Patankar, Valecha, 
Ranjit Sethia were arrested by London Police and later on released on 
ball. Shri Raj Sethia was arrested by CJ3I in India and nas been charge-
Meeted In another case. Departmental action against Shri Va1ecl1a and 3 
other ofBcla1s Of the branch viz. S!Shri R. L. GuPta. o. P. Gupta and 



M. D. Dighe is in progress. Meanwhile the bank has witfiheld tile release 
of annual increments since 1984 to these officials. 

5 .27 When the Committee referred during evidence to certain high 
offiCials in Indian banks abroad being involved in frauds, the Deputy 
Goyernor of RBI explained the background thus :-

"When we first took the decision that Indian banks will operate 
overseas,foreign branches were -expected to be profit 
centres .... '. They were all doing very well. ..... They were 
mainJy depending upon ethnic community and were discount-
ing trade bills. There was also over-exposure to one country ..... 
They depended more on the supervising authority Of the host 
country .... " When we found any irregularity we would biing 
it to the notice of the Central offices of the bank concerned 
for appropriate action ...... We have even closed some banks' 
foreign branches ...... " 

5.28 On the action taken against the high officials, the Additional 
Secretary-in the Ministry re e l~  :-

''We nave taken drastic action against those officials. We _ have 
dismissed some of them .... " Even in the case of a higfi officer 
his ~ns on was stopped. ..... It is unfortunate that many of 
our functionaries who' go abroad indulged in such ~ of 
malpractices and became disloyal to the country  for their 
personal benefits. One major step that was taken in this regard 
was that bank functionaries who are -posted outside, they have 
to car;y official·passports and not the other ones so that in 
any event the passport is valid only for a certain penoo and 
they cannot stay beyond that period _ abroad and they have to 
come back. The private passports are taken back. In tbe 
official passport the validity is always fixed by the _ Government 
and it can be cancelled also ...... " 

5.29 Asked what measures has been taken to prevent the recurrenC.e 
of bank frauds at such high levels, the Deputy Govemor of the Reserve 
Bank stated :-

"Now we have given instructions that it there is a transaction above 
a certain cut off point, it has to be approved by more than one 
person ..... They (overseas branches) have now to submit a 
return every three months ... Theretums (paloo Statement) 
indicates the position of liabilitieSsnd assets, the mismatch 
between assets and liabilities. If a manager (of an overseas 
branch) runs away taking money from _ the chest, Bank can 
. hardly do anything except proceeding 81ainst hf.p-, Sventbe 
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Bank of England, while the going ~ good, was complacent.· 
Now they are have a periodical discussion with the banks, 
They call us for discussion when senior officers .. go to London 
..... In the Bank of England, the control functions have been 
strengthened considerably. Our efforts will be to reduce the 
frauds to the minimum. There is an inspection by senior 
officers-the portfolio inspection-of the International Divi-
sions of all the banks. Instead of sending men abroad for ins-
pec:tion, they get some control reports from their officers ..... .. 

5.30 Asked whether Banks have some eConomic intelligence to fore--
warn them against irregularities in their branches or units abroad, the 
witness replied :-

"There is a system of credit bureaus ~  can get information. 
But in respect of the functionaries we do not think we· can put 
economic intelligence to use." 

5.31 The Additional Secretary in the Ministry elaborated :-

"Our Banking Division per le d<.,'es not have any system. of eco-
nomic intelligence ..... whether it is attached to the embassies 
or the Government of India, whosoever gets information of 
and on about certain operations in some places, that informa-
tion does flow and goes to some places. This is not a subject 
with which we in the Banking Division are concerned ... There 
is some information which we get and which is shared at the 
appropriate places." " 

5.32 The Committee are alarmed at the enormity of frauds beiDa 
eomJDitted year after year in coDDivance with the Bank employees with 
.......,. They strongly feel that onIess all the loopholes in the baDldag 
procedmeare plugged and scrupulous adherence thereto is ensnred, there 
will he DO ead to this menace. As a first step in this direction, the Com-
I8ittee CODSider that the cases pendiDg agaim1 Bank employees for their 
im'oIvement ia the Bank (rands should be processed with a sense .of 
argeacy aDddeterent panishmeat awarded to such employees, if fOlllld 
u l ~ It is really r~ le that in the case of ~ many as 1139 Baak 
ftJIpIoyees blyolved in frands, departmental inquiries were stiU pending at 
the ead of tile year 1986. The Committee see no reason why the Banks 
ate proceedina with soch cases in a lackadaisical manner. The CoiDmlUee 
expKt die Banks coacemed to finalise the departmental inquiries witIIoat 
1lIIY futbei' loss of Cbne and take np the foHow-np action oR' a priority 
basis. 

5.33 TIle CoJDJDlttee recret the Banks' tendency to stop departmenlll 
iIIquIrles against tbetr employees lavolved in frauds as soon as CII8eI 
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thereon are iDstltuted in courts by the parties coocemed, because this 
enables sod bank employees to delay and postpone indefinitely the day 
of their reckoning for the maximum possible time. The Committee 
strongly recommend that unless tbe courts issue spedfic stay 
orders against the departmental inquiries into the fraud cases, the 
banks should proceed with the departmental inquiries and finalise them 
quickly, say within a maximum period of six months. In this connection, 
the Committee further suggest that in cases the parties concemed .. ave 
obtained stay orders from courts, the feasibility of issuing duly amended 
charge-sheets should be considered if the origi!JaI charge-sheets have 
prond to be inadequate I incomplete I inaccurate. . 

5.34 The Committee are surprised to be informed that even in the 
case of a huge fraud to the tune of Rs. 59.85 crores committed as far 
bMk as 1983 in the London Branch of the Central Bank of India, final 
. ~on with regard to the punishment to be awarded to some high officials 
involved . therein . is still pending. Even where the punishment has been 
awarded to some officials, it is of a very minor nature. The Committee 
comider it a question of moral turpitude on the part of the Bank employees 
who are involved in Bank frauds and are strongly of the opinion that 
exemplary punishment should be awarded to such employees irrespective 
of thir status, so that it acts as a deterrent to other employees. The Com-
mittee would like the authorities to finalise aU tlaese cases without any 
fiJrther loss of time. 

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 Com-
mittee, therefore, suggest that the Government should consider the feasi-
bBity of developing a suitahle apparatus for coUecting relevant ecoaomic: 
intelligence and for disseminating the same to the banks which have 
branches!offices abroad so that the possibility of major frauds taking place 
in such bnmches could be averted in time. .. 

C. Bad and Doubtful Debts 

S.36 The Ministry has stated that: 

"The amounts involved in the frauds do not necessarily represent 
the actual losses which the banks generally have to actually 
suffer .... '. The banks generally have some securities to cover 
advances made by them .... " At the time Of finalisation of 
aecounts banks have a system of making adequate proyisions 
towards bad and doubtful debts to the satisfaction of statutory 
auditors. These are secret provistqns _and are not disclosed in 
the Accounts." . 
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5.37 Qn the legal sanction behind losses due to frauds not being. 
exhibited by the' banks 'in their published accounts the Ministry has 
stated in a written reply that the -existing formats of Balance Sheet and 
Profit & Loss Account prescribed in the Third Schedule of Banking Regula-
tion Act,. 1949 which all banks inch1ding the nationalised banks ure re-
quired to folloW .. strictly, do .not provide for exhibition of losses involved 
iIi frauds. 

5.38 The Committee haVe been informed that all commercial banks 
including the public sector banks' make provision every year out of their 
annual income for meeting their liability towards bad and doubtful debts 
to the satisfaction of their statutory auditors and write off the debts which 
. .  .  . '. . 

is considered by their management as ultimately unrecoverable from ouf 
of the provisions so made. According to the forms of Balance Sneet and 
Profit and Loss Account prescribed in the Third Schedule' of the Banking 
~l on Act; 1949, which all banks are required to follow strictly, and 
in accoidance with the practices ~  usagescustomaiy among the bankers; 
the banks are given statutory protection from disclosing the quantum of 
bad and ooJlbtful debts for which the provision. is made to the satisfaction 
of their statutory auditors, as well as the amount of bad debts written 
off. ) -: view of this legal position the Ministry. has asserted that the informa-
tion (;esired by the Committee on the quantum of debts gone bad and written 
off "cannot be divulged." 

5.39 The· Ministry has further reyealed that the Ghosh Committee 
which submitted its Report in April, 1985, has suggested that "under the 
· Indian conditions existing at present, time is not yet opportune for full 
· disclosure df,secret reserves and loan loss provisioning." ~ Committee 
has however suggested that the correct income should 'be reported in the 
Profit and L9ss Account so as to reveal the true trend thereof. The Com-
mittee  has further suggested revised formats ·for Balance Sheets and Profit 
& Loss Accounts, on~ s n  of summnry ~rs ns of Balance Sheet and 
· Profit & Loss Accounts supported by Schedules. The Committee has attemp-
ted to bring .eout uniformity and standardisation in the presentation of 
accounts to the extent possible to facilitate inter-bank comparison. The 
recommendations made by the Committee are stated to have been examined 
by Reserve Bank of IIffiia and Government ·and they' have been '·'aj!cellted 
with. certain minor modifications." Government of India are stated to be 
taking necessary' steps for bringing suitable amendments to the relevant 
statutes for modifications in the formats of tbe Balaoce Sheet and Profit 
and Loss Account. 

5.40 Asked during evidence why even after nationalisation of banks 
no . column ~ been provided _ for bad debts in the format of published 
balance sheets of banks, the Deputy Governor of the Reserve Bank who 
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Was also the Chairman of the Committee which went into·tlie matter ai:ul 
submitted its Report in April, 1985, stated :-

" ..... There is a column for doubtful dt:bts not provided for. lithe 
banks satisfy the auditors that there is full provision for baa 
'.and doubtful debts, it is not necessacy for the accountant to 
show it ....... The Committee which was appointed. (in the 
matter) has suggested some amendments in Balance Sheet ana 
Profit &; Loss Account formats.. Today banks can transfer 
Income to Reserves without sho\\ing it separately in Balance . 
Sheets. In the process total income is not shown in profit and 
loss account. 

We should gradually move towards full disclosure and nOi 
at one go. Otherwis(f it may not be in our larger. interest," . 

5.41 On suggestion by the Committee thr.t the witness was opposcil to 
the tull revelation of b'ld debts because in the ours~ of ~  examinatiun 
of the matter, he found their magnitude so alarming tQat its disclosure 
would be deterimental to the interests of bank.>, the witness argued :-

"1 cannot conclude that the position of bad debts is very much 
alarmirig. But a bank is a delicate credit institUtion. Writing 
off of bad debts varies from. year to year. And baddc1>ts 
written off 'in . a year do not occur in that particular year. 
TakiIig aU these aspectll in view and that banks have inter-
national operations, we came to the conclusion ~  bad debts . 
of banks should not be disclosed immediateIJl." 

5.42 Suggested further by the Committee that bad debts had accUmu-
lated over the years due to improper monitoring, the witness explainea :-

"Bad debts occur du.e to internal and' external factors. That is why 
we have issued guidelines to the banks regarding writing off. 
arid also for action against the erring employees." 

5.43 Asked why each bank had its own separate set of regulations on 
bad debts etc. as had come to ·the notice of the Committee during theif 
visit to some banks, and why rules for bad debts and their write-off should .. 
. not be uniform for all banks, the witness replied:-

,iA form has been prescribed under the Act and the bad debt has 
to be dealt With as per the form prescribed by the Act ..... 
There are guidelines for writing off the· bad debt. These enable 
u's to find out whether a parti9u1ar bad debt is recoverable or· 
not .. ;, .......... ". 

o 

5.44 The Conunlttee are concerned to note that the extent 01 bad IDd 
d01!btful debts accnmulated over the years is not mentioned by the puh.lie 
sector bauksln· their annual' accounts in view of the statutory protection .. - .", 
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prodded by the Banking Regnlation Act, 1949. TIle CollUllittee do not aaree 
llith the stance during evidence that "time is not yet opportune" and "It. 
may not be in our larger interest" for the public sector. banks to dIsdose 
their bad debts through their publisbed accounts immediately. The Com-
mittee consider it as a sacred right of the people to know what is happen-
ing to their hard earned moneys deposited with the Baub. In any case, 
the position has undergone a great change after nationallsation of the 
Banks. The Committee do not feel that an overall disclosure of the bad 
debts affects the customer-bank confidentiallty as per the provisions of the 
present Act in any way. The Committee therefore recommend· that BanIdq 
Regulation Act 1949 and other concerned statutes should be amended, 
if Deed be, at the earliest with a view to make it obligatory for all banks 
including public sector banks to faithfully re8ect the quantum of bad aad 
doubtful debts including losses on account of frauds and dacoities, the 
amounts thereof written off as also their extent of overdue loans and 
advances to be recovered in their Annual Accounts for e~  laid on {be 
Tables of Parliament. 

NEW DELHI; 

April 14, 1988 

C/ulitra 25, 1'10(5) 
CHANDRA TRIPATHI, 

Chairman, 
Estimates Committee 
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Statement of Recommendatiotu/Observations 
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-Sl. Pam. No, 

,No. 
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1. 1.19 

14lS LSS/88-11 

Recommendations/Observations 

3 

The Committee note that during the last five years 
vacancies in u~ o Sector Banks have frequC1ltly existed 
in the offices of r n~ n n  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 Chainnan-cum-Managing 
Director and Executive Director have alSO simultaneously 
existed in the Central Bank of Iud ia for more than 2 
months i.e. from 19.2.85 to 28.4.85 and for more than 
8 months, i.e. from 24.9.1984 to 13.6.1985 in Andhra 
Bank. The Committee further note that as on 5th De--
cember, 1987 while only 14 Nationalised Banks had 
workman Directdrs, none of the Nationalised Banks 
had non-officiaI!non-workman director on its Board 
and that widespread litigation was going on regarding 
the manner of nomination of non-workman directors. 
Aho directors representing the interests of working class 
had not been appointed -in any bank so far. The Commi-
ttee consider this situation as most unfortunate and are 
firmIy of the view -that for effective functioning of any 
organisation, and in particular Nationalised Banks, 
which ~ to the people at large day in and day out, 
there ought not to be any vacanci!es in the top manage-
ment for long periods. The Commi.ttee also find that in 
t.erms of Nationalised Banks (Miscellaneous Provision) 
Scheme 1970 and 1980, while the Government has ·assu-
med powers to appoint or remove at will both whole 
time and other Directors on the Boards of on~l se  

Banks,)t has:found it.convcnien(to:pull on with truncated 
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2. 1.20 

16 

3 

Boards of Directors on most of these Banks lending 
, credence to the representations to the Committee that with 
non-appointment of many whole-time and other Direc-
tors on these banks, Ministry was usurping powers be-
longing to the Boards of Directors through over-centraIi-

sation. The Committee strongly recommend 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 posts of whole time Directors on these B8.nks ' 

are filled' in due time and vacancies do not, in any case, 
remain unfilled beyond one month and that the posts of 
both Chairman-cum-Managing Directors and Execu-
tive Directors in the same bank are at no point o'f time 
allowed to remain vacant simultaneously. The Commit-
tee further recommend that urgent steps should be ini-
tiated to appoint workmen directors in the remaining 
6 Nationalised Banks and to appoint directors repre-
, senting the interests of non-workmen employees in all 
these BankS. 

The Committee further note that during the last three 
years, while, the tenure of Chief Executives of three 
Nationalised Banks was initially e en e ~  for one 
or two months only pending approval of their regular 
term, at present also the Chief Executives of two such 
banks are on "extended tenure" pending a decision 011 
their tenure. The Committee feel that in such cases Chief 
Executives are 'in effect appointed initially on a short 
term basis for one or two months only pending a decision 
about their approved tenure. The Committee are of the 
view that this manner of appointing Chief Executives is 
bound to create uncertajnty in the minds of incumbents 
and affect their morale and. efficiency of their work. The 
Committee, therefore, recomritend that appointment of 

e~ e u es in public sector banks should be planned 

sufficiently in advance and a scheme of "understudy" 
officers shoUld be worked out to familiarise the incoming 
Chief Executive or Executive Director, with the functions 
to be performed by him. Initial appointments should as 
far as possible, be for the full approved term. 

----------------------
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17 
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The Committee commend the branch licencing policy 
of RBI for the period 1985-90 under Sich branch ex-
pansion in urban a!1d metropolitan areas will continue 
to be restrictive and new branches will be o~e  only 
in unbanked and under banked pockets, as metropolitan 
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, relocatillg 
and restructuring branches in the metropolitan/urban 
arc:as as suggested by the National Institute of Bank 
Management on the ground that the demand for banking 
services in those areas is expected to "go up withimpro-
ved activities and economic development". The C0-
mmittee are convinced .that there are a number of over 
banked pockets in metropolitan/urban areas and public 
sector banks should indentify such areas· therein :and 
rel~ e  restructure and prune such branches as suggested 
by NIBM, to improve efficiency as well as customer ser-
vices in such branches. 

The Committee are infornied that the productivity 
,norm per employee is at present fixed at Rs. 16.84 lakhs 
business per employee. This is not considered adequate 
and scientific. The Committee recommend· that time 
and motion study for all major functions ina bank should 
be undertaken and scientific norms for staffing and pro-
ductivity should be eVOlved. 

The Committee note that public sector banks have 
surplus pockets of staff, particularly in certain metro-
politan and urban branches ~ n  their efficiency and 
productivity, whereas in some other branches there is 
justification for increase of stair on account of increase 
in work load. While earlier, banks were projecting their 
vacancies on the basis of ~ r p:ojected business, from 
January, 1987 banks have been issued guidelines pro-
viding inter-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 December, 1986 and those 
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6. 1.39 

7. 1.40 

•• 1041 

78 

3 

with average productivity per employee above the in-
dustry average can resort to fresh recruitment upto 1.5% 
of their total stat! strength. Banks have further been direc-
ted, to undertake an indepth assessment of their staff 
requirements, identify the excess staff 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 initiatbl by all 
the public sector banks to study in depth tlteirstaffpo-
sition, identify the branches having excess staff and re-
deploy the sante in needy branches by a time bound pro-
gramme with a view to avoid mal.-!istribution of staff 

affecting efficiency and productivity. 

Tbe Committee further recommend that the assess-
ment for recruitment should be realistic to cover a parti-
cular pcrioc and once the Recrui.ment Boards select 
candidates for a particular number of vacancies in a 
certain Bank/Bank Group, all the selected candidates 
should be appointed before fresh vacancies are adverti-
sed by the Recruitment Board for the same Bank/Bank 
Group. 

The Committee regret to note the· inordinate delay 
in determination of norms for recruitment in banks, 
as also the non-availability of the data on average pro-
dUctivity 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 Re-
ports on the working of Public Sector Banks whkh are 
laid on the Tables of Parliament every year. 

The o~ e  are distressed to find that on the basis 
of estimated productivity per employee for 1986, as many 
as 16 ofthe 28 public sector banks were below the indus-
try level average. The Q·mmittee are anguished to DOtt: 
that leading public sector banks like State· Bank of Inaia 
and its seven associates should be lagging behind the indus-
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try level average not withstanciing the· business of Govern-
ment and public sector!autofl(,mous boCies which is 
heavily'concentrated in them, The Committee recoIDll)end 
that· in aU tht:se 16 banks an iridepth examination 0.' 

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 po-
ssible. The Committee further recom:nend that the pu-
blic sector ~nks who top the productivity scale in re-
lation to industry level average-, should be honoured 
su ~ l  . through, say, a presLgious bank award as a 
'motivation for better performance ,ana emulation by 
othePs. 

A, mo,t of the functions performed in a bank are 
group functions, the Committee recommend that sui· 
table incentive s~ hemes should be provided to r{-ward 
staff whose pt od uctivity ouring.a spe.:i1ied period is above 
the average nom.. laid down. 

The Committee are of the considered view that the 
problem of attitude and motivation of bank staff in 
relation to satisfactory 9Ustomer 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 formal Bipartite Settlement dated 17th September, 
1984 between the Unions and Banks to improve house-
kee'ping in branches to ensure cfficknt cordial and speedy 
customer service, management-union relations in some 
public sector banks leave:> much to be desired. While 
welcoming bonafide tril.de union activity and provision 
of facilities antecedent thereto, the Committee feel that 
such activities should be more responsive and construc-
tive 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 whore an agreement on a code of conduct has bOOn 
eatered into by the Management and employees of 
the Bank. The Committee recommend that this step 
should be emulated by the other public sector banks 
also. The Committee also consider the active involvement 
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of leaders of the employees' unions in the motivation of 
the st.a.ff for putting in their best in -the work allotted to 
them as an essential ingredient for a cordial· manage-

ment-employee J;elationshiP: 

11. 1 .60 The Committee are unhappy to note that ~ Mi-
ni&try is not monitoring the shortfall/backlog in the training 
facilities for public sec.1.or ~ nk officers/staff in terms 
of the number of training institutions, their ai:mual 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 specially at-clerical level and 
shortage of training ns u~ons en res for thfm 
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 Standing Committee of ~ B  

should take greater interest in augmenting the training 
programmes, and institutions made available for the 

~ l 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 traIDlDg courses, refresher. 
course at suitable intervals should be devised for all cate-
gories of Bank employees, to update their skills and 

improve the quality of service. 

12 1.64 The Committee ~e re  that the recommendation 
of working group on customer servif;:es relating to pro-
motion 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 im-
plementation. "The Committee would like that these _ 
two public sector Banks should be asked to implement 
the recommendation without any further delay. 

13 1. 65 The Committee note the Ministry's reply that public 
sector banks "have included customer service/public 
relation as one' of the parametres for judging the per-
formance of their executives". The Committee wonder 
why the parametre has been fixed ·for bank executives_ 
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only. The Committee recommend that the parametrc 
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 se~ es. The Committee therefore 
desire the Ministry to initiate  appropriate measUres 
in this regard. 

14 2.6 The Committee regret to. note that more than a 
decade has passed after the Working Group on customer 
services submitted its final Report in 1977, and still all the 
121 recommendations finally accepted by the Government' 
have been implemented by only 7 out df 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 cus-
tomer oriented services to the satisfaction of customers, 
the Committee ,expectthe Reserve Bank ofIndia to moni-
tor their implementation more vigorously. The Coriunittee 
feel that actual implementation should be accorded a 
very high priority during inspections and on-tile-spot 
visits to public sector banks and the branches of banks 
found dilly dallying in the implementation of any of the 
recommendations accepted by Government, should be 
brought to the notice of competent authorities in the 
Bank as wei! as the Ministry'so that appropriate a.c:tion 
can be taken to bring round recalcitrant banks to imple-
ment the recommendations. 

15 2.7 The Committee als0 recommend that as far as ~ss le  

tho basic requirements to be complied by banks &'s 
customer service maf be noti1ied in the form of rules and 
regulations under the relevant Acts .. 

16 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 cOlUldhave be,en a little more rational 
ana less harsh. . The Committee recommend that the 
new costing Committee should have a fresh look into the 
service charges raised in 1985, takiil8 into account tho 
amounts spent on the concessions granted to bank 
. employees the element of service expenditure that &ots 
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to determine the difference between borrowing and 
~en n  r~s of banks and the problems of bank 
custoDiC'ts with regard to specific service l e~. 

2.24 With regard to remitta,nces through Drafts, MTs, 
and TTs, the Committee agree in principle with the 
Ministry's rationale behind the revised charges being 
at the lowest level lesser than the CQst, and at higher levels 
higher than the cost. The Committee, howeVer, feel the 
present hike should 'not have le~  to the peculiar situation 
wherein it is wiser for a customCf to pur ~ 20D.D.·s 
of Rs 5000/-each against a D.D. fdr Rs. one lakh, 
to minimise the bank charges. The Committee therefore 
recommend the need for a review of e~ charges afresh, 
as the nature of service to be rendered for all D.D. '5, 
M.T.s, T.T.s etc., irrespective of the amount, is uniform. 

18. 1,..25 In view of the fact that bankiQl instruments are 
transmitted actually,in bulk the postal tariff now charged 
by tIte banks, especially for ordinary post and telegrams, 
, appears to be on the hr,gh side even taking, into considers-
tion the reasons advanced by the Ministry justifying their 
increase. The o ~e reCommend that the new 
costing Committee should also review present  postal 
tariff '4barged ' by the banks. 

19. 2.26 Though the Committee agree with the need for 
standardisation and uniform adoptidn of Folio charges 
by publIc sector banks, the Committee feel that the parties 
having heavy and numerous r n~ ons have been put 
in a disadvantageous position. The Committee note 
in this regard that as per information "available with 
RBI" 13 of 21 foreign banks do not levy fol:o charges 
in India or home country while folio charges of some 
of the other banks are more moderate than the revised 
rates of public sector banks. The Committee find no 
justification for folio charges, because the very basic 
function of banks is to transact businesses of cUstomers 
and folio charges' shouJd be considered normal expenses 
of the banks and not of special nature to be charged extra. 



2 

, 20 2.33 

• 

21 2.34 

143f r.sS /88-h 

83 

3 
-_.. . <-

The finding of the Banking Division of the Ministry 
~el  that some of the bank branches 'do not display the 
time norms indicates that the puhlicsector banks do 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 ~ke  

by Regional-Managers and Irtspectors on their visits to 
the -Branches, there have been _ persistent complaints 
from prominent segments of bank customer& that the 
norms are not being displayed arid adhe1ed to by most 
of the public sector banks. The onus for displaying of 
and complying with the norms. is stated to rest with the 
branch managers. The Committee-, therefore, feel that more 
effecive measures should be taken by the banks to ensure 
display of time norms in all the branches and both the 
Blancb Manager and Counter staft'should be held perso-
nally responsible for adherence to the time norms.-

The ~ B  study on remittance services indicates 
that while 20 % to 30 % of customers were non-committal. 
5 % to 14 % of customers were explicitly dissatisfied with 
these services in public sector banks. The Committee ai'e 
ofthe view that customers who chose to be non-committal 
in the s u ~ did have some reservations on the quality 
of these services but did not opt to comment due to SOme 
inexplicit reasons. In any case the Committee do Dot 
think that this percentage of us o er~ can be construed 
to' be satisfied with the service simply because they did 
not express dissatisfaction explicitly. The delay .in remit-
tances through D.O. and M. T. in rural and urban areas 
(except metropolitan and big cities) has been attributed 
to the Bank{ dependence on Post and Telegraph Depart-
ment. BaSed on their personal experience the Committee 
have however, reasons to believe that the despatch bran-
ches 'in the banks themselves tend to delay despatch of 
letters. The Ministry having on~ deficiency in the 
area of remittance services in all areas. the Committee 
strongly recommend that banks must, ~n the first instance. 
have control over its despatch wing and Courier Services 
and other faster means of remittance can also be intro-
duced by banks. if it can be .established that delays are 
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actually with the Post and Telegraph Department. The 
Committee a1ao recommend that id.entified cases of delay 
maybe taken up with Department of Posts for appro-
priate action. 

2.3S The Committee is very much concerned to note 
that certain public sector banks in some pmcesrefusc 
to render certain basic banking services like (a) issuance 
of Demand Drafts'against cash; (b) acceptance of soiled 
notes from public; (c) acceptance of Advance Tax Pay-
ments, though authorised by the Reserve Bank of India; 
etc. The Committee feel tRat such instances are not 
confined to one or two places alone but are also prevalent 
elsewhere. The Committee recommend identification of 
pockets where such maladies are in existence 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 
services to their customers and suitable Instructions! 
directives should be issued in this regard by the Reserve 
Bank ofIndia and compliance with the instructions ensured 
through nspe on~ by the Reserve Bank of India and 
Banks themselves. 

2.43 The Committee note that inspite of instructions 
issued by Reserve Bank of India to public sector banks in 
July, 1987 f01 not insisting on succession certificates 
, where the amount to the credit of the deceased depositor 
does not· exceed Rs. 2SOOO... and to observe the usual 
safeguards in settling such claims including obtaining 
ind,emnity bond wherever required, a very large number 
of instances have come to the notice of the Committee 
during their tours where these instructions arc being 
fonowed more in breach than in practice. The Committee 
Itttwd like these instructions to be observed in letter 
and spirit 80 th&t the nominees/legal heirs of tho deceased 
depositors do not feel harassed. Adequate discretionary 
powers should be vested in Branch Managors to achieve 
this end. . 

. --- ----
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Chairman, Indian Bank Association has admittecl 
during evidence that large amountS of deposits made ~ 
account holders who have made no nominations are beinl 
held up in banJcs as dormant accounts which ultimately go 
to Government and are lost to the legal heirs of depositors. 
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 accounts of the deceased 
settled. The ColQmittee recommend that norms of con-
fidentiality should be relaxed and Banking Acts/Regula-
tions amended, if necessary, in this regard. 

The Committee are distressed to note that recent 
RBI survey has revealed no improvement in the matter 
of compliance of Reserve Banks instructions to Banks 
for granting immediate credit of outstation cheques for 
.the value not exceeding Rs. 2SOO 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 COllection 
delayed beyond 14 days. Now 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 ins-
tructions by Banks would be regularly assessed and 
ensured through periodic sample surveys, on the spot· 
visits of branches by RBI Executives and special Ins-
pections by the Banking Division of the Ministry. The 
Committee also feel that provision of timely credit and 
aft'ording of interest are legitimate 'matters of account and 
not mere administrative instructions and hence recom-
mend that the auditors, both internal and statutory, 
are instructed to bring to notice, cases 'ofviolation in their 
reports to management. 

2." The CoJDJQittec note. the Ministry's contention 
that introduction of TeDer System in a bank branch i. an 
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operational decision and Teller System normally works 
out favourably only in cases of large branches where small 
payments predominate and the volume of transactions is 
heavy enough to create delays if handled in conventional 
manner. From the data supplied by the Ministry with 
regard to the number. of branches of each Bank where 
Teller System has been introduced it appears that several 
banks functioning in same areas under similar circums-
tances have not introduced the Teller System, though 
others have intrqduced the system. The. Committee 
therefore would like the Ministry/Reserve Bank of India/ 
Indian Bank Association to conduct a study of larger 
branches of these banks with a view to examine the 
feasibility of extending the T.eller System in as many 
branches as possible and in any case, in all branches 
of all banks functioning in similar conditions in same 
areas. 

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 e r~ e  by handing over the transfer 
documents in a sealed cover ·to the customer himself to' 
enable him to get his account opened at new place/branch 
immediately on reaching there. During visits of the Co-
mittee 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. 

The Committee are surprised to note that the 
GovernmentfReserve Bank of India have introduced 
MICRcheque technology in banks solely -on the basis of 
operational convenieJlC(l without bothering ~o consult 
Indian' Banks Association and prominent associi1tions 
of bank customers which should have been taken into 
confidence before altering the strtlCture of such a popu-
181:. banking instrUJ)lent lI.& cheque. The ~ ee are 
convinced, that \;Vith the ,MleR e ~e as it is,' the custo-
men have been put to iJnmense inconvenience for want of 
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counterfoit, adequacy of space, convenience of posting 
in postal envelopes an9 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 feao;ibility of providing 
counterfoils and adequate space in MICR cheques with a 
view to provide relief to the- banking public from the in-
convenience caused by use of theSe cheques. TheCommii-
tee are, however, strongly opposed to the cost of cheques 
bdng borne by custotners who have already been hit by 
the §teep hike in' service charges effected by banks in 1985. 

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

The Committee note that out of 28 public sector 
banks 22 have beep entrusted with and have actpally un4er-
taken the payment of pension to Central/State Govern-
ment pensioners ana of the remaining six banks nationalis-
ed in 1980, ~ banks namely Vijaya Bank, Corporation 
Bank and Andhra Bank have actually undertaken pay-
ment of pension to State Government pensioners only. 
As the other 3 banks pamely Oriental Bank of Commelce. 
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. 

The Committee are, however, distressed to note 
. that some State Governments/Union· Territories Adminis-
trations like Assam, Chandigarh, Delhi, Jammu & Kash-
mir, Sikkim, Arunachal. Mizoram, Mabarashtra and 

. Tamil Nadu have not so fat adopted the scheroe of pay-
, ment of' pensions -through public sector banks. The 
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Comn:1ittee are not able to realise the difficulties in Union 
Territories like Delhi for adopting the scheme. The 
Committee recommend that more vigorous efforts should 
be made by the Government and Reserve Bank of India 
in persuading the aforesaid State/Union err ~r  
Governments to opt for the scheme as early as possible 
for convenience of their pensioners: 

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 that 
the banks should come in a big way to meet the needs of 
the public for lockers, not as a case of businessploposi-
tion, but as a service to the Community at large. For this 
purpose, the Banks should make a s¥Stematic assessment 
of the total demand for locker fac.i1ity in the country in 
relation to the installed capaciW in publio 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 reOOmmend that the guidelines for 
hiring of lockers viz .. 80 % of lockers to be hired on first 
oome filst served basis, should be firmly implemented. 

The Comrnittoo note that credit card scheme has 
been introduced by orily 4 Public Sector Banks. namely 
Andhra Bank, Bank of Baroda, Central Bank oflndia and 
Canara Bank. The Ministry's contention that introduc-
tion of such a scheme 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 clien-
tele as those catered to by the aforesaid four banks who 
ha.ve 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. 

Notwithst&uding the detailed procedures evolved 
. for &CI11tiny. sanction or rejection of loan applicatiODl, 

~
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the Committee have received several complaints on delays 
and irregularities in bank's functioning in processing of 
loan applications, not only in regard to loans to industries 
in normal credit areas but alr-o in regald to loans in prio-
rity sector. The Committee realise that the complaints 
could in some cases be due to individual grievances which 
cannot be adequately met with by the banks with due 
regard to prescribed norms. However, the Committee 
believe that there are several cases wherein delays in pro-
cessing of applications, releaf>e of loan after sanction, 
and rejection of applications are not necessarily based on 
genuine grounds and that a lot of e n l ~ is allowed 
to play for even oxdinary mistakes or slips in applications, 
much to the inconvenience and embarrassment of the 
customers. The Committee l'ecommend that in. respect 
of each bank, a sample survey of the processing of loan 
applications may be conducted critically and at the same 
time, the public should be allowed to meet the lDspecting 
officers to air their problems, so that an objective review 
of the performance of the banks could be ~ne. 

The Committee have reasons to believe that the 
arrangements in Public Sector Banks for publicity, 
Customer Education and Counselling in both rural and 
urban areas are more impressive on paper than to the 
satisfaction of the mainstream of banking clientele. The 
Committee therefore, recommend that arrangements in 
Public Sector Banks for Customer education/counselling 
shouldlbefreviewed at a sufficiently high level with a view 
to augment and bring them up to the mark not only of the 
mainstream cliCJltele of banks like traders. industrialists, 
exporters/importers, foreign exchange dealers and 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 dept'Slt ~o l s on 

as well as for disbursement of credit in the Priority Sector. 

The Committee further recommend that the Joint 
Publicity Committee and the individual Bailks should lean 
more heavily on the medium of regional lanauages in the 
matter of pUblicity and customer education throuJh pub-
lication of brochures, booking of adverlisements in 
printed and electronic media and through exhibitionh etc. 
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. 37 3.13 The Committee agree that the customer service 
centres which have been started with laudable 
objectives, can perform only a limited role in the present 
system. The o e~  bowever, feel that the service 
centres should be looked upon as in!.titutions available 
for undeltaking an overall view on ploblems 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 profitable footing. 

38 3.14 the Committee also recom'mend that the customer 
service centres can profitably undertake the job of educat-
ing the customers on their respective rol~s in their deal-
ings with the banks in respect of various types of trans-
actions, including credit facilities, by alTanging periodical 
workshops, guidance classes etc. in coordination with 
local Chambers of Commelceand customer organisa-
tions. 

39 ·3.20 The Committee note that though Ministry had 
reported implementation of the Working Group's re-
commendation Nos. 168 and 169 for providing com-
plaint Boxes and Registers in each Branch, by all the 
banks, it has found during the 1986 Review that "in some 
branches complaint boxes were not maintained nor were 
the addresses of Regional/Zonal Managers available to 
whom customers could appeal displayed." 1n:.tructions 
are stated to have been issued after the Review to aU 
the banks to organise a system of inspection to ensure 
the implementation all customer service measures includ-
ing 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 
appropriate follow-up action taken. 

40 3.26 The Committee :trust that Customer Service Com-
mittees have been actually set up in all the branches of 
public sector banks as claimed by the Ministry. The 
. Committee hope $Lt these Committees would meet at 
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least ?nce a month as stipulated in the Report of the 
Working Group to take stock of the Customers' com-
plaints and suggestions for follow up action. The Com-
mittee also feel that customers should be associated with 
the customer Sen'ice Committees, as far as possible, in 
all the Branches of Public sector bank with a view· to 
make the Committees more vibrant and meaningful. 

3 .37 The observation that the representation of cus-
tomers at the monthly interface with Bank Executives ' 
on 15th of evl"ry month had now almost ~ n le  to 
oiJF in all banks, shows that the system over a period of 
time has become stale a bit too fast and fails to be a pro-
ductive exercise. The Committee also do not expect 
that cuStomers who deal with. banks, for encashment of 
cheques, purchases of DD, M.T., T.T. etc. and such 
other functions, would find it ~on en en  to come out of 
their avocations and meet the bank officials on the pre-
scribed date. On the other hand, Committee feel that 
the meet can be made meaningful if a cross section of 
customers, selected at random is inviteii periodically to 
express their views on banks' services. The Committee 
hence recommend . that the feasibility of substituting 
present practice by a more meaningful utilitarian system 
may be explored and appropriate action taken. 

3.38 The Committee are of the firm view that ,Bank 
Executives meeting with the representatives of trade 
and industry should be held at regular intervals, say 
qUarterly at Head Office level and at Bank'!> initiatIve with 
a view to personally assess customers grievances and 
suggestions. The Committee further recommend that 
while priority should be accorded by the Bank Executives 
in these meetings to discuss problems peculial to various 
se en ~ of trade and industry, theil representatives 
should not be barred from raising the customers bonafide 
individual grievances also for their amelioration. If 
needs be, customers having specific problems, can be 
invited for a separate meeting so that he Can be properly 

counselled. 

1435 LSS/88-13 
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The Committee note that Chief Executives/Senior 
officers of public sector banks visit rural branches "fre-
quently" to assess the quality of service rendered by ~ nks 

in these areas and that rural branches have been "advised 
to observe one day in a week. as non-public business day 
to facilitate the branch managers to have personal contacts 
with customers to ascertain their grievances. ;, The 
Committee recommend that the intended visits of. the 
senior officials should be made known to the public through 
a notice board at the bank and the senior officials should 
assign specified time for the rural public to call 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 lettel 
and spirit. 

The Committee are gravely concerned with the 
losses which amounted to about Rs. 13 .91 Clores (ex-
eluding gold Olnaments, cheque" etc.) incurred by Public 
Sector Banks as a result of dacoities/robberies flOm 
1982 to the end of June 1987. They also conSider the 
Ministry'!> contention that the Banks might not have to 
bf"ar the entire losses involved in the dacoities/robbelies 
as "some m the amount might be recovered by the police", 
or they migltt "be able to recover part or fun amount 
from Insurance Companies" as unfortunate. It is need-
le .. s to point;out that such contentions only help the Banks 
becoming more complacent and discourage them in 
making adequate and tight security arrangements in t1]e 
branches. . 

The Committee note that the Ministry, Reserve 
Bank of India and the Banks have constituted a number 
of Expert Committees over the years for considering. 
ways and means of strengthening security arrangements 
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 amounts 
involved in the Bank dacoities/robbefies . have rapidly 
increased from year to year, the Committee can not help 
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concluding that the guidelines have not been followed 
by the Banks in letter and spirit. The Committee expect 
all the Banks to follow strictly these guidelines and in 
case any thefts, dacoities still occur in the branches, the 
compliance or otherWise thereof by the affected Branches 
should be critically analysed and responsibility fixed 
apart from taking such other action as may be deemed 
necessary. The Committee would· also like the Reserve 
Bank of Itidia to conduct regular ~ur  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 ever changing circumstances. 

46 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 n~u

beney, only one State on request by Banks, issues licences 
to branr.h managers by designation. It is understood that 
a few other States have also since agreed to issue the 
licences by designation instead of in the names of blarch 
Managel s. The Committee recommend that the legal 
position in this regard may be so revised if necessary, so 
as to ensure that the existing problems in the issuance 
of licences when there are changes in incumbency of the 
officer are obviated. 

47 4.17 The Committee furtbeI note that tbe time taken 

48 4.23 

1435 LSS/88-14 

by State GovernmeJlts iJl issuing lic.ences varies from State 
to State, but on the whole is excessive. The question of 
obviatiflg the el~  is stated to have been taken up by 
the Ministry of F;nance with the· Ministry of Home 
Affairs. The Committee recommend that pending ~ en

ment to existing legal provisions, a suitable wOlking 
anangement may be arrived at to tide over the present 
bottlenecks. . 

The Committee find that the idea of setting up of 
~. separate security fOice for banh, on the lines of Central 
Industrial Security Force, did not find favour with various 
Committee which went into this question from time to 
time. The Committee, therefore suggest that each pubio 
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HeCtor bank should revamp and augment its own security 
staff on an adequate level so that it is not dependent on 
other para military organisations except in case of curreooy 
chest branches and branches in distrubed areas. The 
Conimittee· 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 indi-
vidual banks. 

The Committee are unhappy to note that even 
though the High Power Committee on Security arrange-
ments in Banks had in their 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 "comtemplating" 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 careet growth 
of the security staff, so that necessary incentives and 
motivation could be provided to them for performing 
their duties more efficiently. 

The Committee have been informed that under 
the existing arrangements, each branch is subjected to 
inspection once in every 12 to 18 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, extemal checks by RBI 
etc. are also reported to be functioning. Notwithstanding 
these measures, it is perturbing 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 of Rs. 221.69 crores over a period 
of 5 years ending 1986. The Ministry}s not in a position 
to furnish any data regarding the extent of frauds not 
located during inspection, audit etc. but subsequently 
noticed though the transactions concerned ought to have 
been covered. by inspection and audit. The Committee 
therefore, cannot but conclude that there exist several -----_._------
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cases of frauds which ought to have been detected during 
inlpeotjon and audit but were not detected. The Committee 
feel that ihere is an imperative need for indentification of 
the contributory factors that led to failure in noticing the 
frauds in time by auditing, inspecting staff for fixing 
responsibility. Further, the inadequacy in quality and 
content as also periodicity of n~pe on and audit 
may be identified and special efforts taken to streamline 
the procedure_ 

51 5.13 Two of the contributory causes for non-detection 
of frauds have been stated to be delay in settlement of 
inter-offioe transactions and in balancing of books. While 
in respect of inter-offke 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 value of Rs. 195693.94 crores in 1985, wrears 
in balancing of books have also been reported to have 
come down from 7232 branches in December, 1985 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 substan-
tially later. In the drcumstances, 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. 

52 5 _ 14 In so far as arrears in: reconciliation of inter-office 
transactions and balancing of books of branches are 
concerned, the Ccmmittee recommend that steps should 
be taken to ensure that under no circumstances, fresh 
arrears are allowed to accumulate before the accounts 
for the year are eel tifted by the statute'ry auditors and for 
this purpose, pel iodical reconciliation system may be 
er,forced and progress monitored a..,d guided,  from the 
highest level. 

53 5 _ 15 Despite the extent of arrears in these fields as 
also the extent of frauds that are detected el'.oh year, 
the Committee fird it difficult t.:) reconcile that statutory 

-------------
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auditors furnish to each bank clean audit certificates 
and do not qualify theit reports to indicate how far the 
arrears vitiate the correctness of the accounts. The Com-
m'ttee feel that had the auditors highlighted these 
arrears in their annual audit CCI tificates all these years, 
the realities would not have been a hidden factor. The 
Committee, therefole, recommend that the role of statu-
tory auditors for supply of clean audit certificates may be 
clearly laid down. 

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 menace. As a first step in this 
direction, the Committee consider that the cases pending 
against Bank employees for their involvement in the 
Bank frauds should be processed with a sense of urgency 
and deterent punishment awarded to such employees 
if found guilty. It is really regretable that in the case of, 
as many as 1139 Bank employee involved in frauds, 
departmental inquiries were still pending at the end of the 
year 1986. The Committee see no reason why the Banks 
are pr«eeding with such cases in a lackadaisical manner. 
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. 

The Committee regret the Bank's tendency to 
stop departmental inquiries against their employees 
involved in frauds as soon as ca,ses thereon are instituted 
in courts by the parties concerned. because this enables 
such bank employees to delay and postpone indefinitely 
the day of their reckoning for the maximum possible time. 
The Committee strongly recommend that unless the 
court s issue specific stay orders against the depart-
mental inquiries into the fraud cases, the banks should 
proceed with the departmental inquiries and finalise them 
quickly, say with a maximum period of six months. 
In thi s connection the Committee .further suggest that 
in cases the parties concerned have obtained stay orders 

---------------------
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from courts, the feasibility of issuing duly amended charge-
sheets should be considered if the origird chai'ge-sheets 
have' prove d to be i nadequate/i ,complete/inaccurate. 

The Committee ale surpris:d to be informed that 
even in the case of a huge fraud to the tune of Rs. 59.85 
crores committed as far back a s I ')83 in the London 
Branch of the Central Bank of lildia, final action with 
regard to the punishment to be awarded to some high 
officials involved therein is still pending. Even where the 
punishment has been awarded to some officials, it is of a 
very minor nature. The Committee conl'ider it a question 
of moral tUiopitude on the part of the Bank employees 
who arl" involved in Bank fIauds and are strongly of the 
opinion that exemplary punishment should be awarded to 
such employees irrespective of their status, so that it 
acts as a deterent to other employees. The Committee 
would like the authorities to finalise all these cases 
without any furthel loss of time. 

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 dUIing evidence that the Banks do not have 
the beRefit of adequate economic intelligence which couId 
fore-warn them against shady developments in their 
branches abroad. The Committee, therefore, suggest that 
the Government should consider the feasibility ofdeve-
loping a suitable apparatus for collecting relevant eco-
nomic intelligence and for disseminating the same to the 
banks which have branches/offices abroad so that the 
possibility of major frauds taking place in such branches 
could be averted in time. 

The Committee are concerned to note that the extent 
of bad and doubtful debts accumulated over th e years 
is 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 Committt"e co not 
agree with the stance during evidence "that "time is not 
yet opportune" al)d "it may not ~ ill o~r larger interest" 
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fol' the public sector banks to disclose their bad debts 
through their published accounts. immediately. The 
Committee consider it as a sacred right of the people to 
know what is happening to their hard earned moneys 
deposited with the Banks. I n any case, the position has 
undergone a great change after nationalisation of the 
Banks. The Committee do not feel that an overall dis-
cl(lsur e 0 f th e ba d debt s afi'c!ct s the customer-ban k confi-
dentiality as per the provisions of the present Act in any 
way. The Committee therefore recommend that Banking 
Regulation Act, 1949 and other concerned statutes should 
be amended, if need be at the earliest with a view to make 
it obligatory for aU banks including publk 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 overdue loans and advances to be recovered in 
their Annual Accounts for being laid on the Tables of 
Parliament. 



ANNEXURE 
(Vide para 4.15) 

No. V -llOI3/2/87-Arms 
Government of India/Bharat Sarkar 

Ministry of Home Mairs/Grih Mantralaya 
New Delhi, Dated 8th December, 1987 

ORDER 

S. O. No ........... Whereas the Central Government is of opinion 
that it is necessary and expedient in the public interest to exempt certain 
industrial or other establishments, companies, banks and firms from the 
operation of certain provision of the AIms Act, ] 959 (54 of 1959); 

Now, therefore, in exercise of the powers conferred by section 41 of 
that Act, the Central Government hereby exempts from the operation of 
the provision of sub-section (2) of section 3 of the said Act, the firearms, 
required for safeguarding the property and personnel of any company, 
firm, bank or industrial or other establishment subject to the following 
conditions, namely:-

(i) the licensing authority shall after taking into account the size, 
nature and location of the establishment and such other factors 
as such licensing authority may consider relevant and after consi-
dering the views of the establishment determine the number of 
firearms that may be acqui;ed or possessed by such establishment; 

(ii) a licence shall be obtained from the licensing authority for each 
such firearm in favour of the person in charge of the security of 
such establishment or wl-tere there is no such functionary the 
person in charge of the management of such establishment, by 
designation; 

(iii) upon such determination and issue of licences-every such establi-
shment in posse:>sion of fire-arms in excess of the number for which 
licenses have been granted shall forthwith surrender such excess 
firearms to the officer in charge of the nearest police station or 
with a Jicensed dealer in the manner laid down under section 21 
of the said Act read with rule 46 of the Arms Rules. 1961. 
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Explanation-For the purpose of this order :-

(a) "bank" means the Resel'Ve Bank of India constituted under the 
Reserve Bank of India Act, 1934 (2 of 1934) and the scheduled 
banks as specified in the Second Schedule to the Reserve Bank of 
India Act, 1934 (2 of 1934); 

(b) "company" means company as defined in the Companies Act, 
1956 (I of 1956); 

(c) "establishment" includes, where such establishment has more 
than one branch, each of its branches; 

(d) "firearms" means arms and ammunition specified in columns 2 
and 3 of Category III of Schedule 1 to the Arms Rules, 1962; 

(e) "firm" has the same meaning as in the Indian Paltnersltip Act, 
1932 (9 of 1932); 

(f) "industrial or other establishment" means such establishment as 
definci in the Payment of Wages Act, 1936 (4 of 1936). 

", 

No. V-llOI3/2/87-Arms 

Sd/-
(T. K. RAVINDRANATH) 

Under Secy. to the Govt. 
of India 

New Delhi, 8th Dec., 1987 
Copy to the Chief Secretaries of all State Govts./U. T. Admns .. 

SO spare copie:.. Sd/-
(T. K. RAVINDRANAnI) 

UlU'kr Secy. to the Govt. of India 

MOIPRRND-1435LSS;88-II-D -11-7-88-950 
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