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1. Backgrovnd 

SU::iN\ARY OF REPORT ON 
OaGN'lISATIONAL STRUCTURE 
OF RESERVE BANK OF INDIA 

1.1 An inter-departmental group of six officers was 

constituted by the Management Services Department (MSD) 

in July 1979, with the approval of the Governor, to review 

the organisational structure of the Bank. Considering the 

developments leading to its appointment, the Group had the 

following tasks : 

i) Review the role and responsibilities of the RBI in 

the context of changes they would go through in 

next f iv e years or so; 

ii) Review the existing structure and division of 

functions and suggest appropriate changes to cope 

wi th the present and potential demands on the RBI; 

iii) Identify other are~s inhibiting optimal performance 

of the RBI and in~icate the measures to be 

ini tiated; 

iv) Reco~:mend creatic'n of appropriate Implementation 

Machinery for th·..: Group I s recommendations. 

Broad dimensi ons 

1.2 Unlike the other (Jublic sector undertakings, the 

RBI is free from direct parliamentary control. Therefore, 
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the C:C011P had to bring to bear on its job, critical 

assessment normally expected of an outside body. 

Organisational performance is dependent on 

a nur'ber of inter-connected factors, viz., leadership, 

admi~istrative practices, systems and procedures, 

corporate planning and finally the structure. The Group 

had to contem~Jlate on their complex relationship along 

with the proposed structural changes. 

Since the ultimate objective of the RBI's monetary 

and credit poli.cies :i.s to subserve the -national economic 

policy, the orqanisation of the RBI has to be sensitive, 

dynamic and quick to perceive any change& and translate 

these into appropriate reviews of its mul ti-farious 

activities. 

The scope of the study thus covered three aspects, 

viz. organisational structure, planning and control system 

and management development. 

2. Indicators of rol~ of RBI 
in next five years ___ _ 

2.1 The Group assumea th~-: the RBI's role and 

responsibilities basicalJ'.! w'"" :ld. r2IT'2in unchonged during 

the next five years excer:: t t>:' '::-it- 'T?-.'y" have to concentrate 

more on some of the ;:<:-ol":c-·,:_~."1':)l. 2nd developmental tasks 

like, creation of I Dct~. ;~cr,k', r')::o:notinCJ genuine bill 

market, bringing indigenous bankers within monetary 
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discipline, setting up institutional framework for 

manpower planning, training and development of bank 

personnel, designin0 costing norms, etc. 

2.2 Projections in r2gard to few key economic 

indicators revealed thet during the next 5 years 

i) The numb?r of com(:-lI~rci?l bank branches 

would increase by 11000 to 41500. 

ii) bank do.posits 2nd cr~dit will double 

to Rs.53,55 0 and 37,000 crores respectively. 

iii) there wi 11 be incre;:t s'~ of ?')out 50"~ to 

75% in respect of outstanding public debt, 

government transactions put through RBI 

and number of cheques cler"red through 

RBI clearing houses. 

iv) pieces of currency notes in circulation 

and of soiled notes received would increase 

by ov€r 60% to 12,500 and 17,300 millions 

respC?ctively. 

2.3 19805 would sec intensific~tion of many structural 

ch~ng2S, viz., shift in branch b~nking in favour of rural 

and semi-urban ar~as, lending to small and decentralised 

sectors and involvement of banks in currency management, 

Government transacti'ons; exchange control etc. 
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2.4 Some of the R3I's major problems and those 

which are likely to assume serious proportions in the 

years to come are : 

i) Curr8ncy MSI..!l.aC1 ement 

The system is virtu?lly on the v~rge 

of a breakdown. Some immediate steps have 

to b2 taken like (a) organisation of 

peripatetic teams for destruction of notes 

on decentralised basis; (b) increasing the 

percentage of notes destroyed under Moaified 

Procedure; (c) enhancement of note destruction 

capaci ty. 

Some of the long term solutions to be 

tried are: (a) increasing storage capacity 

at the RBI vaul ts and chests; . (b) rationali-

sing work norms and systems; (c) constructing 

more inciner~tors; (d) deleg2tion of work of 

destruction of notes upto Rs.5/- denomination to the 

larger chests on a selective basis;(e) replacement oi 

Re.l/- notes by rupee coins of lighter weight; 

(f) delegation of more powers to the banks 

for exchanging mutilated/defective notes; 

(g) opening of more Issue Offices, if necessary, 

to rationalise workload. 
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ii) Reta~ling Functions 

In regard to tho three main areas of 

our retailing functions, viz. handling 

Government transactions, servicing of public 

debt, and exch~ng~ control administration, the 

RBI will h2'ie to usC? "the V2:st commercial 

banking net~ork and t-ke steps for further 

de18gation of po··~crs to banks. \·lJhile doing 

this, aspects stich as convenience of public, 

compliance of st2tutory obligations and safety 

of public interest etc. should be taken into 

account. 

iii) Supervision and control of banks 

The RBI should make its inspection 

complementary to the internal inspection of the 

banks. It shoulG c0ncentrate more on the banks' 

interne,l system of checks and control, supervi­

sion over branches, enunciation and execution 

of policies in ~lignment with RBI guidelines, 

systems ~nd procedures rationalisation etc. 

so that the RBI inspections become quick, 

incisive and more useful to the banks. For 

this the philosophy, scope, contents and 

methodology of inspections will require a 

dras tic review. 



2.5 The staff strength of the RBI in 1984 would 

go up from 32000 to 39800 (approx.), if the past trend 

is maintained and there is s~gnificant rationalisation 

of work ~nd delega tion of authority to banks in "retailing It 

areas. 

3. Princir Les of Reorganisation 

i) Central Office depCl.rtments should only 

deal with strategy, policy formulation 

and control functions. All operational 

decisions should, as far as ~ossible, be 

taken at the branches. 

ii) Branches would become focal points and, 

therefore, they reQuire to be upgraded 

and vested with more powers. 

iii) Central Office departments should be compact, 

viable, task-oriented and encompass activities 

of allied nature. 

iv) Management control may be exercised through 

initiation of Planning and Appraisal System. 
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v) Productivity, cost consciousness, systems 

review, research and statistics - all these 

play vital role in the overall org~nisational 

performance, and therefore, have to be given 

their due im~ortance and place in the organisa­

ti on a 1 set up. 

vi) Organisational effectiveness depends on 

excellence of managerial cadre. Therefore, 

the organisational set up and administrative 

practices should be conducive to management 

development. 

4. Branch set up 

The organisational set up of the Branches requires 

to be revamped to restore to them the final authority on 

almost all the operational matters an~ achieve integration 

of various functions performed at the qra~ches. The main 

features of the proposed model will ;:, C : 

i) Manag er will be overa 11 chief and 

co-ordinator of all the functions at the 

Branch. He would be relieved of direct 

day-to-day responsibility re12ting to some 

functions attended to by him at present, by 

providing separate posts of senior officers 

to head the Banking Department, Personnel 

Department etc. at the Branch. 
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ii) Decisions on operational matters would be 

taken at the local level ~it~er by the 

concerned dep~rtmental in-charge or by the 

Manager (in very few cases). 

iii) SUbstantial deleg2tion of powers on functional, 

financial and administrative matters may be 

attempted by each Central Office department 

to enable the Branches to discharge their 

enlarged role. 

iv) Manager at each Branch should be provided 

wi th II Staff;' support in the form of specialists 

from various fields like Economics and 

Statistics, 0 & M, Planning and Budgeting and 

Legal Advice. 

v) Manager should be accountable for all aspects 

of work at the Branch and report to EDs/CGs 

in respect of the work under ~heir respective 

jurisdiction. 

vi) Participation of Managers in policy 

formulation may be attempted by a system 

of monthly D.O. letters (free style) to be 

written by the Manager to the Governor; 

quarterly meetings with the EDs/DGs for 

appraisal and review in connection with the 
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annual work pI an; and through other forums t 

visits, meetings, and conferences. 

vii} Instead of four Local Boares at metropolitan 

centres, each Branch may have an 

Advisory Council consisting of 4 or 5 

acknowledged experts representing the Chambers 

of Commerce and Industry, Professionals, 

Agriculture, Small scale industries and 

Commercial, Cooperative and Regional Rural 

Banks. The responsibili tyof the Council 

will be to aid and advise the local Manager 

on the development of the area under his 

jurisdiction within the overall policy and 

development programme outlined by the Central 

Office. 

viii} Status of Manaqers may be rai~ed. For 

offices like Delhi, Bombay, ;"";?lcutta and 

Madras status could be comp?ratively higher. 

ix) Designation of Manager may be changed to 

reflect his enlarged role and responsibility. 

x ) Suitable background training for officers 

in the initial year/s may be necessary; 

a cadre of Managers may have to be selected 

in advance. 



xi) Status of Currency Officers, Tre2surers and 

other departmental heads at the Branches 

requires to be sui tably upgr~(,ed to cope 

wi th the increase in the vol ~. and complexi ty 

of their responsibilities. 

The strengthening of the Branch set up will result 

in sUbstantial improvement in customer service and greater 

degree of area-input in the policy formulation function of 

the various departments. It will also help the Bank to 

develop and groom officers for topmost positions. 

5. Central Office DePartments ~~t up 

5.1 The Group feeJJ that the existing large and unwieldy 

departments create a sense of alienation and hamper their 

functioning. Relatively small functional departments would 

have many advantages like, unity of command, clari ty in 

roles and objectives, optimum s~ope for specialisation 

fixing of responsibilit~ etc. Based on the principles 

outlined, following changes in the dep~rtments in Central 

Office have been recommended. 

Credit Planning and Banking 
Development Cell 

5.2 Appropriate to its role and i~portance,this Cell 

may be given the status of a department and called Credit 

Planning and Policy Department. The work on banking 

policy regarding the regional and sectoral deployment of 



funds may be transferred from DEOD to this department. 

The work of compil?tion of BSR tables may be transferred 

to the proposed DePartment of Dat~ B~nk. 

Department.of B~nking 
.Operations and Development 

5.3 The department may be reconstituted into 

3 departments : 

i) Industrial Credit Depa.rtment 

It will look after the Credit 

Authorisation Section, Committee of Direction 

Cell, Sick Industrial Units Cell and Export 

Credit Cell of DBOD as well as the work 

attended to in ACD on credit authorisati0n. 

This is being separated from IBOD to give 

thi s task clear focus and the attention it 

deserves. 

ii) Regional Rural Banks Department 

The work of oper~tions ~nd inspections 

of regional rural banks will n0 attended to 

by the Rural Planning and CreGit Cell to be 

re-christened as the ME Depart:r:ent. Th·e 

work of the District Credit Plans may. 

however, be transferred from RPCC to D30D 

as the latter department already deals with 
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the lead Bank Scheme which is closely connected 

with the District Credit Plans. 

iii) DepClrtmeilt of Bankinq Q:>eratio[1s 
and Development -

This will attend to the remaining 

functions. It will have 3 \~ngs, viz., 

Development, Operations and Inspections. 

Agricultural Credit Department and 
Agricultural Refinance and Development 
Corporation~ ______ __ 

5.4 No change is recommended in view of the proposal 

for setting up of a National Bank for Agricultural and 

Rural Development. 

Department of Accounts & Expenditure 

5.5 This department may be reconstituted into 

4 departments as under : 

i) Publid Debt Management Department 

The work of CDS and i tQ~(.::; of work 

relating to Debt Management attended to by 

the Secretary IS Departm,ent II,Jill stand 

transferred to this department sO that policy 

and operational work are integrated. 

i i) Currency ~.1anaaement Department 

The present Currency Section of DAE 

will stand converted into a department and 
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exercise control over the Issue Departments 

at 2111 centres. Separate department for thi s 

function is long overdue in vie'll of the 

complexities and importance of this very 

crucial task of RBI. 

iii) Department of International Accounts 

The Foreign Accounts Section will get 

converted into a department to give it more 

operational and administrative freedom. 

iv) Department of Accounts and Expenditure 

This will attend to the remaining work 

of the present DAE, lilke expenditure control, 

accounting, establishment, Government accounts, 

etc. Also, the '.'Jork of ways cnd means advances 

and investment of Government surplus funds, 

attended to by the Secret~ryts Department,may 

be transferred to it as the s~me is more 

allied to its activities. 

Research Departments 

5.6 One of the crucial determinants of the functioning 

of a Central Bank is the extent of research input in its 

policy formulation process. To secure harmonisation of 

research effort with the oper~tional work, it is necessary 

to provide for an organisational set up which permits 
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freer and frequent inter-action. r~~~a facie, it would 

seem that the two r2search ~eoartm .~~~ of the RBI, viz., 

Economic and Statistics DepClrtments, '-'e qrown so much 

with the sUbstantial increase in da-c: -.athering and data 

processing activities th?t the func-~i,):ls relating to 

basic research and prov iding nucleus:=- or operational 

research to other departments tend to receive compara­

tively less attention. To rectify this situ~tion, two 

reforms have been proposed 

i) segrega tIon of data ga thering and data 

processing activities into sep?rate departments, 

vi Z., "Department of D8t(=! Bank il and iI Computer 

Services Department" respectively to restore 

to the research departments advantages accruing 

from a compact size and officer-oriented 

staffing pattern. 

ii) involving activel~' th2 experts from these 

departments into policy 2nc~ ::,'.;.l1ning activities 

of the operational department; 8nd Branches by 

constituting separate cells for the purpose. 

In'due course, decentralisation of the 

Ec onomic Department accordin<.=! to the ;'/or Id 

Bank or Government of India Ministries pattern 

may be contemplated so that the research input 
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is available to the operational head at his 

door-step, so to say. The Econumic Department 

can then concentrate wholly on basic research 

and h~lp in tle effective discharqe of the 

Bank's role as an advi s er to the Governmen t 

on monetary, banking and financial matters. 

Department of Administration and Personnel 

5.7 Some of t:le obvi,,)1l5 reasons for the present 

malaise in regard to motiv2tion and industrial relations 

are our antediluvian administrative practices, precedent 

oriented structure and outmoded and slow responses to 

emerging expectations and demands from the staff and 

officers. Simultaneously, the work of maintaining and 

improving personnel relations has come to acquire a degree 

of complexity, sophistication and finesse that calls 

forth c qualified cadre of officers and staff in this 

discipline. Further, the task of administration also has 

to be given re-orientation to bring to bear on the 

administration ~~partments' actions, a developmental and 

promotional outlook. The task of managing men Is now 

being viewed as one of developing human resources and is 

freed from the traditional concepts and practices. 

The Group, therefore, suggest that the present 

DAPmay' be bifurcated into twodepartments,viz.,Human 
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Industrial Finance Department 

5.14 After the transfer of work relating to the 

administrc.tion of Credit Guarantee Organisation and the 

proposed setting up of an Apex Institution for Decentrclised 

and Small Scale Inoustries Sectors, this dePartment 

will serve as a 'window' of the RBI on development and 

promotion efforts for small scale and decentralised 

sectors as also help generally to oversee and coordinate 

functioning of varlOUS term financing institutions in 

this field. Its nomenclature however, may be changed 

to "Department of Small Scale and Decentralised Sectors il
• 

Inspection Department, 
Dep artment of Non-Banking Comp anies, 
Deposit Insurance & Credit Guc.rantee Corporation 

5.15 No major organisational ch2nge has been proposed 

about their set up. But some internal reorganisation and 

certain changes relating to systems, follow up work and scope 

of departmental activities, etc. have been emphasised. 
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6. Top Management set u~ 

The roles .ind' responsibili ties of top management 

cadre require elaboTation so that there is clari ty about 

the type of cases which should normally move up the 

organisational hierarchy and all operational decision­

making powers are restored to tre heads or the department. 

i) E~ecutive Directors 

His role is e~visaged as one of a coordinator 

(and arbiter on operatjonal matters onlv in 

exceptionally few items). He can ens1.1re day-to-day 

coordination of departments dealing with somewhat 

allied acti vi ti es. the Executive Directors are 

expected to act as catalytic agents 'in bringing about 

fusion of operational and policy matters. It is also 

not ne ces sary to have ei ther one ED for one departm.ent, 

or both an ED and a DG for every department. In 

suggesting redistribution of port-folios,. the Group has 

followed 3 principles, viz., 

a) depa~tments dealing with work of allied 

na ture should :-report to one cOmmon ED; 

b) departments wherE'" poltc"lT, secrecy and statl1s 

are closely inte~lirrr,('rJ. wtth operational 

dG.cisions/cases, JTla v rrport directly to 

a DGr; aY'ld 

c) there sheuld be equitable distribution of work. 
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ii) DFPuty Governors 

They may be fr eed completely from th ei r day-to­

day operational responsibilities and provided with 

sufficie~t time to concentrate on pla~njng, policv and 

control fllncti ons and for coordination ",f th-

outside agencies. Since they are tbe prfme 

motivators and leaders, they may o~en up mo~e 

informal contacts with their se'1.ior offi'cers and the 

ranks. 

i11) Goy§rngr1s Officq 

The Governor may not b~ made a party to day-to-day 

decisions so that he is in a position to act 'as a final 

a.rbi ter, guide and consultant whenever needed. To 

renew and maintain contacts wit'1 the genera~i:ty of 

officers and staf~ there ~ay have to be more and 

more visits and informal contacts. The items of work 

general11.T overseen by him .... Ttll be rplating to broad 

strategies a'1.d policjes, planning and product:ivitv, 

industrial relations, liaison with Gover~meTlt and 

i nterna ti onal aP.'e,'""ci es, appointmpTJ.t of Managers/Heads 

of Department,etc. 

iv) Top Manageme~t Committp8 

A formali sed sys+-.€''11 of Group decision-making may 

be atte'l1pted by constituting a 'Top Management Committee' 

consisting of all Deputy Governors and Executive 
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Directors and heade.dbytheGovernor. The Committee 

will attend to matters 'whi-ch Cl1t across the 

departmental lines, which ntlv r:esult in major shift 

in existing policy, whi chrnay affect relationship 

with the Unions and Associations and the image and 

working of th,e Bank. ~he Secretary may provide the 

link between thi~ Corr'ittcG and other departments of 

the Bank. The comr;;itt,8E system of decision-making 

will EYJ..sure that th-.e collective wisdom of all the 

EDs/DGs is brop$ht to 1Jear on thpir problems, altho1 

thE responsibility for taking and implementtng the 

decisions will bp that of the concerned Deputy 

Governor. This Committ~p will also @osure that the 

activities a~d policies of the Bank are inconformity 

wi th the expectations of the people as commun}ca-ted bv 

the Uovernmp>,,\ t • 

v) Plannlng and Prodllctivity Function 

Under t~e existing set up, the activities for 

increasing productivity, cost effectiveness and 

systems review and rationalisation are attended to 

b f d t t . ~'SD your epar men S V1Z., ,,'1 , Inspection Department, 

DAE aYJ..d DAP. There is a need for coordination and 

integration in the activi t;ies of the-se departments to 

avoid any overlap and conflict. It" is, therefore, 

proposed that the responsibility relating to the 

omnibus function of planning and productivity 
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may be assigned exclusively to an Exe~Jtive Director 

to whom the heads of MSD, Inspection Department, 

Corporate Planning Department and DAB (expenditure 

control and manual revision functions) will report 

in future. Such group of departments should 

facili tate development of specialised skills and 

expertise amongst the officers of these departments. 

It is expected that there will be free rotation of 

officers amongst this group Qf departments carrying 

out work of allied and inter-deppn~ent nature. 

7. Planning and Control System 

There is need to introd',ce management planning and 

control system in the Bank. Such a svstem will provide for 

'Sensory' mecha~ism to look into the future, fix 

responsibilitv for performance of specific tasks aYld ensure 

.etter co~mitment to objectives. The salient features of 

the svstem would be as under: 

i) The top management may indicate what the Bank wishes 

to achieve in vario1ls areas over a period of next 3 

to 5 YEars and outlinr-· strat..e.g.1es to be adopted for 

fulfilling the respo~sibilities. These gUidelines 

will, of course, be in cOnsonance.with the prevailing 

political and socio-econom1c rnvironments and could 

be reviewed to the extent necessary. 

ii) These gUidelines will serve as the base for prepa­
ration of Annual Work Pl~ns by various departments, 
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which would be sub-sets of the long range plan 

outlined by the Governor. 

iii) These Work Plais will have to b~ approved by the 

Deputy Governor concerned and the Gover~or to 

ensure that they are in alignm~nt with the 

expectations of and guidelines given by the 
top manageme'1t. 

iv) The Work Pla"1. may be divided into the divisional 

and sectional plans to the extent feasible. 

v) A system of quarterly appraisal and reviEw of the 
plan and performance may be provided. 

The MSD has done some work in this direction. 

However, it is confi~ed to informing, persuading and 

convincing the departments about the need, rationale a'1d 

mec~a'1ics of planning. A tjme has come now to build up 

a suitable infrastructure for planning. The Group, there­

fore, suggest4creation of a Corporate Planning Department 

at the apex level manned by officers of proven ability from 

operational and research departme~ts, ~uch as, ACD, DBOD, 

RCD, ED, D8, MSD,etc. This departmc'1t vTill be the apex 

unit for planning and monitoring activity and serve as a 

resource to the top managemEnt, which should be headed by 

a separate departmental head and delinked from MSD. To 

e~sure coordination and effective control? fUnctions 

relating to planning and productivity may be assigned 

exclusively: to an Executive Director. Apart from the long 

term plan, this departme"1.t will monitor and review annual 

work plans of each department. Simultaneollslv, in every 
major Central Office departme'1t a'ld Bra~ch, Planning Cells 
may be similarly constituted wit'.., multi-disciplinary input 
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from research, operations and 'staff' departments. 

8. Management Development 

The present st2.te of the moo.,~ attitudes and 

present a dismal picture. Some 0f rc .. ~~ "lS for this sorry state 

of affairs could be traced to ou+, ambicclCe. While the top 

mana emen t has been conscious of the· rr,Q. :-Ci.ise and made efforts 

to improve the morale ,. motivation andpr{)dllC tivi ty, no 

pErceptible iopact has been felt of many an important measure 

owing to countervailing force of remaining elements, inertia 

and acceptance of the situation as something jnevitable and 

a necessary evil. Therefore, the Group has sugeesteo a 

package of measures, structural , administrative and relational 

action on which may be_ ini tiated simuitane'ously so that 

beneficial impact of one reinforces the other. These are: 

i) Future orientation 
..... ..--.......- ............... -==~. ~-.~.-.-=----~ 

Government and bankers feel that the R8serve Bank 

officers are thorough, painst aking and acknowled.scd 

experts in their ovm line. But they seem to only react , 

and thZlt too sloJ.Vly, to th.e c"~an;~C3 -Caking place rapidly 

in the world of fin511ce and :::;anLil1g;. there is little 

of anticipatory and pro-active thinking in Reserve 

Bank's policies and ac·tions. There is need for a 

systema tic orL'2.nisationa·1 set ·up which keeps the 

Reserve Bank fully alive to environments, makes it 

aware of the opportunities and t~reats pos~d by sllr.h 
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environments and 11elps pre1.)aration of a blue -

print for each of its Jj.1a:jor tasts and 

responsioili tie s, cotermir:.l~s 1..ri th tbe 5-Year ?lan 

objectives and targets. 

ii) Initiative 

Owing to prolifer,-,tion of hierarchical 

levels and lack of delegation) officers at lower 

levels, espec:ia lly the younger elements, feel 

constricted. There has to be substantial 

del~2ation and skipping of levels to ensure 

expeditious disposal and gi7e job satisfaction 

at various levels. 

iii) ACS.9Jm~?-bilJ-.iY-

Owing to multil)le le-;'-s·:i.s,·lact of responsi­

bility specification and 2~!s8nce of any quantitative 

tar.:;;ct setting~ accountG.')ility in teres of results 

or achiever.lent is almo3-t t':."·, '~.lly absent. While it 

will not -je :)ossible to ha~recuantita.tive indicators 

for mnny of' our acti'Tities, ic is still possible 

to lay 0.0\111 broc'd objectives E;...11.d targets along 

with specifications of "1.ualit.ltii,Te parameters 

wi thin which jobs have to be I)8 r formed. Th e 

system of planning and appraisal would, to some 

extent, take care of this aspect. 
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iv) .IJ.e~ard and_ ~'¥1-ishrreE.t 

Over the years, the rr.anagemcnt1s rigbt to 

reward and punish both by finlncial and non-financial 

incentives/disincentives has :j!~en eroded. One of the 

potent wC3.pons still left witL the management is 

grant or denial of promotion. The naL'1.k may have 

to GO in for merit-selection instead of confining 

itself to seniority-cum-suitability as the sole 

determinant for selection. ~lile, for the present, 

there is no dearth of ap~arently eligible personnel 

to man top grades, the position may ca~se concern 

if an attempt is made to apply rigorous selection 

criteria for eligibility. 

The ima€;e and performance '.)i' Reserve Bank 

ha,Te suffered somewhat due to the tendency of its 

officers who live in their Ovln CiJ.coon and the 

marked reluctance on their p:::.rt to eX.l:JOS8 themselves 

to external environlJent 2nd stir,-lli. To correct 

this, there should be exch<JIl.:;e ol' officers between 

commercial banks and Reserve Bant on the one ha..'1d and 

between the Government and the Reserve Bank on the othe~ 
reciprocal 

On. a Lbasis. While the commercial banks are on thusiastic, 
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the Government expressed so:-.: re~,,=rvations 

owing to marked difference i! salary structures 

in the Reserve Bank and GOV8 'Y~8nt. 

vi) ,&iminis tratile practicE!§ 

A lot of irrit:ltion, a:r~l"lOJrance and 

demoralisation is caused by c,)sole te and outmoded 

administrative practices and/or application of 

rules according to the letter of the law rather 

than the spirit behind it. There is need to 

follow an open door policy in administration 

departments and divisions and throw the opportu­

nities open to qualified personnel from all 

functional departments and areas. A step in 

right direction would be to se~regate 

adminis trative function from personnel rel,'ltions 

function. 

9. ImPJ..E!E1~D t ~l9.IL !·1e,g1l§.p;Ls lQ 

The Group has made recof;imcndations relatinr; to 

changes in the structure, introC:;uctJ_~"n of Corporate Planning 

and initiation of steps for Man2.~,8rr(;j1t Development as a 

package of measures to improve the orc;anisational health 

and performance. As a matter of strategy, the entire 

packaGe has to be takenup for implementation immediately 

and simult~eously. If the top management is convinced of 
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the need for change, the rationalo :JC!~lnd it and the 

recommendations made by the Group ~ L:. rr.:..y not be necessary 

to go through once a ain the tortuoLls process of thrOWing 

open the report for discussions, espc::cially because at the 

embryonic and early stages, these were discussed at 

various levels, with a large number of officers in 

convenient groups at different centres. There is also need 

to ensure that in an attempt to compromise the conflicting 

interests,a truncated or watered-down version of the 

recommendations is not handed down for implementation. 
O--n.. 

For ensuring speedier implementation'LExecutive Director 

with suitable supporting staff, may be assigned the job of 

working out the modalities for i~plementation and directed 

to submit monthly progress reports to the Governor and 

Deputy Governors who could ensut'e that all impedilJl8nts are 

removed in the initial stage itself. 



CHAPTER - 1 r--,.... . __ - ..,.,-.....,... 

.9]:[ESIS AND METH9DOLOG,X 

Genesis of the team's aPl?<?intment -.-.- .. _---
1 .1 Early in February 1978, the ManaGe mont Service s 

Department (MSD) prepared a background notG, highlighting 

some of the ailments of the Reserve R~nk of India (RBI) 

and their symptoms and pointed to the need for a 

comprehensive review of the Bank's orgar~sational 

structure. Arguing that such a thorough review had never 

been undertaken since the inception of the Bank despite 

the manifold increase in volume, variety, and complexity 

of the functions of the Bank, the note had brought out the 

following specific features: 

i) Lopsided development of the Bank's organisation, 

with the Central Office departments over-growing 

as compared with the branch offices. Over­

centralisation manifested in rising problems 

of co-ordination and communication amongst 

departments and offices, in multiplicity of 

cross references, and in growing complaints of 

delays. 

ii) Absence of motivation, mounting feeling of 

frustration and alienation amongst the staff, 

especially the officers' class. 

A chart depicting some of the obvious ~ilID8nts of the Bank 

~nd their symptoms is ~t Annexure I. 
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1.2 This note was discussed initially in March 1978 

at Governor's monthly meeting with the departmental heads. 

The departmental heads were also asked to highlight more 

problem areas and suggest solutions. Subsequently, intra/ 

inter-departmental groups were set up for attending to some 
of the problems. However, after about a year's experience, 

it became evident that not much headway had been made to find 

solutions to the major organisational problems afflicting the 

Bank. Accordingly, in July 1979 the MSD was asked to take up 
a comprehensive organisational study. The MSD then organised 

an inter-departmental group for the task consisting of the 

following officers. 

1. Dr. Y.B.Damle 

2. Shri B • J • Mandhyan 

3. Shr i B. K. Pal 

4. Shri A.I.Rasquinha 

5. Shri S.D.Rajhansa 

6. Dr. S.L.Shetty 

Terms of reference 

Director,MSD 

Deputy Director, MSD 

Deputy Controller, 
Exchange Control Department(ECD) 

Deputy Chicf Officer, 
Department of Banking Operations 
and Development (DBOD) 
Assistant Chief Officer, 
Agricultur&l Credit Departtl~nt(ACD 

Deputy l)ircctor, 
EconOmic Department 

1.3 Considering the genesiS of its appointment, the 
Group had clearly the following tasks before it: 

i) Examining the present role and responsibilities 

of the Bank and indicating the quantitative and 

qualitative changes therein likely say, in the 

next five years or so; 
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11) Reviewing the existing structure and the basis 

for division of fUnctions amongst various 

departments and offices and suggesting appropriate 

changes for facing the present and potential tasks 

before the Bank; 

iii) Highlighting other areas which inhibit an 

efficient discharge of the Bank's responsibilities 

and suggesting possible measures to be initiated; 

and 

iv) Recommending suitable mechanism for the 

implementation of the Group's recommendations. 

Broad dimensions of the 
organisational study 

1.4 The role and responsibilities of the RBI are 

unique. Its wider area of operation, namel~monetary and 

financial poiicy, is a highly sensitive area. It touches 

practically every aspect of economic acti v'i ty and it has 

a powerfUl influence on the working 0: the economic system. 

There is an allround recognition of the need for some 

degree of secrecy, autonomy, and independence in its 

operations and fUnctioning. Hence, there is no direct 

parliamentary control over it unlike in the case of other 

public sector undertakings. In such unique Circumstances, 

the Group's task is a delicate one as it has to bring to 

bear on its deliberations and findings not only the 



knowledge of the internal working of the Bank, its 

constraints and limitations but also the critical 

faculties of an outside study team, ,.,rhich would obviously 

consider the fulfilment of wider national goals and tasks 

as the touchstone in delinGating its role and responsi­

bilities and in prescribing a compatiblG and commensurate 

structure. 

1.5 Also, in studying the organisational health of 

an institution like the Reserve Bank of India, a whole 

lot of issues get inter-twined; excellence of persons and 

their motivation; leadership qualities in the upper echelons 

of the hierarchy; administrative practices, systems and 

procedures; corporate planning and finally, the 

organisational structure. It is well-nigh impossible to 

arrange them in any order of importance; each is important in 

its own way. Since an inappropriate and outmoded 

structure can frustrate the efforts of the best of leadership 

and limit the organisational performance to a sub-optimal 

level, the Group felt that structural change in itself can 

provide the initial thrust and momentum which would in 

due course of timG reinforce efforts in the remaining 

directions indicated above. 

1.6 There is yet another dimension to the Group's 

task. All the functions of the RBI - developn:ental, 

regulatory and a:-ency - converge on its main responsibility, 
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viz., formulation and execution of monetary policy. This 

in turn has to assist and aid in achievement of the 

objectives of the national economic policy. For securing 

such an alignment and coordination, the organisation of 

RBI has to be sensitive, dynanuc and quick in translating 

any changes in the national goals and policies into 

appropriate review of its spectrum of multifarious activities. 

Thus, it is by the Bank's swift responses - or even by 

anticipatory actions - that the RBI can play an active and 

purposeful role in economic advancement. 

1.7 The study undertaken by the Group against this 

backdrop, had to ensu~ that the proposals that emerge, when 

implemented, should not only enable the RBI to improve its 

work performance and efficiency but also equip it to respond 

adeqUately to the expectations that society has from a 

Central Banking Authority in a developing country. The 

Group, therefore, did not confine itself to mere structural 

frame work, but also covered the aspects of Planning System 

and ~anagement Development. This was considered necessary 

because, for excellence in performance, proper organisational 

structure, dynamic and purposeful leadership as well as 

sound administrative practices are essential. These 

aspects are inter-dependent inasmuch as optimality in 

each area depends upon a sound and scientific structure. 
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The scope of the study thus covered three ~spects,namely, 

organisational structure, planning and control system, 

and management development. 

M~thodology 

1.8 The study compris(;d the following steps: 

i) Study of relevant data and literature on the 

growth of RBI and its performance over the 

years against the backdrop of the RBI's past 

and present rOle; 

ii) Rapid scrutiny of studies prepared by the 

Management Services Department over the past 

decade on various organisational matters; 

iii) Projections about quantitative indicators of 

the Bank's fUnctional areas; 

iv) Issue of a comprehensive questionnaire on the 

subject to a selected cross-section of officers 

of the Bank and a close study of the responses 

received; 

v) A serios of discussions ,.,rith -

a) the officers of various offices ~1d 

central office departments of the Bank 

in about 65 sessions to elicit their views 

and to get reactions to the Group's 

tentative thinking (vide Annexure II); 
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b) eminent econOmists, administrators an(~ 

ex-Deputy Governors and an ex-Governor; 

c) Executive Directors and De:pnty Governor5 

seeking ti.~eir reactions to t,he Group's 

tentative proposals; 

d) bankers and senior Gov::;rnment officials 

eliciting their expectations from and 

for 

experience with the RBI(vide Annexures III & IV); and 

vi) Organisation of a workshop for the Departmental 

Heads of the Bank to formally discuss the 

proposals for re-organisation. 

Reporting sequence 

1.9 The subsequent chapter scheme of this Report 

follows the following sequence: 

Chapter - 2 

Chapter - 3 

Chapter - 4 

Chapter - 5 

Chapter - 6 

Chapter - 7 

Chapter - 8 

Chapter - 9 

Chapter- 10 

Role of RBI and some quantitative and 

qualitative indicators. 

Reorganisation - Concepts and Principles 

Branch Set-up 

Central Office Departments Set-up 

Top Ma.nagemen t Set-up 

Planning and Control System 

Management Development 

Implementation M~chanism 

Acknowledgements. 
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CHAPTER - 2 - .. 

RO L2 OF RB:;: AND SOME QUANT ITAT DJ E 
.8llQ...QUAL:rTATIVE INDICATORS 

2.1 A ~ev~ew of the organisational structure would 

imply an in-depth C'lnd cri tical study of the role and 

functions of RBI and taking a view on the potential changes 

required in the years to come. This could have even been 

interpreted as a very comprehensive enquiry into the role 

of the RBI in various spheres somewhat on lines of Radcliffe 

Commi tteeon U.K. monetary system and, where necessary, 

suggesting reori~nt~tion in the objectives and tasks. 

Considering however the tasks assigned and its genesis, 

the Group felt that such a critical evaluation is beyond 

its purview. Instead, the existing obj ectives and tasks 

enjoined on the RBI by statutes or otherwise, ere taken 

more or less as given and the study directed to propose 

modification to the organisational design ~lich would 

opti8isp performance relatinq to these objectives and 

tasks. Even so, it vIas o::WiOU5 dl;ri:1c the stlJdy that the 

RB I may have to C:irec t its attention much :r.ore pu::-.) os efully 

than hitherto on the following few important tasks of a 

p'romotional or developmental nature : 

a) ,Promoting an effi.cient system of ' Data Bank' 

for monetary, banking, and financial sectors; 
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b) Developinq a genuine bill market in India; 

c) Bringing indigenous banke~s within the fold 

of monetary discipline; 

d) P.cti visin<;) the s ecuri ty mark et and using 

open m8rket operations as a more effective 

instrument of credit and monetary control; 

e) Undertaking on an on-going basis, field 

surveys on the impact of bank-lendings on 

production potentials and levels of living 

of the borrowing households and units; 

f) Helping in establishment of an institutional 

set up for manpower planning in banks, 

functional and executive training for bank 

personnel at all levels and development of an 

inventory of senior executives for manning 

top positions in commercial banks; 

9) Studying organisational problems of banks as 

also those relating to systems 2,d p~o~edures, 

management informetion system, ~tc.,and 

finding suitable solutions; an~ 

h) Desiqning of scientific norms for costing 

of banking services and for critical evaluation 

of profitability of individual banks. 
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2.2 It will be necesS2ry for the Bank to have a 

su i tab Ie s 'Jt-t!i~ -!:: 0 !-,r('vi d ~ the infr2 struc ture required to 

carry ou t th,? ah c f2 td.S" S 3nd to tre,in and develop 

future. 

2.3 It would also, at this stage, be worthwhile to 

take a view on the shape of econo~ic ~nd financial 

environments likely to emerge in the next five years or 

so. Therefore, an attempt has been made to project, based 

on trend analysis, the likely dimensions of a few key 

f"inancial and economic indicators which would directly or 

indirectly reflect the growing organisational responsibili-

ties of the RBI : 

Present 
Indicators position 

MClrch/June 

1 

A. Financial and Economic 

i) Aggregate deposits of 
scheduled commercial 
banks (outstandings) 
(Rup ees, crores) 

ii) Aggregate bank credit 
(outstanding) 
(Rupees, crores) 

iii) Number of ~ranches of 
commercial banks 

Of which : Regional 
Rural Banks' branches 

1979 
2 

27,94D 

19,280 

30,460 

1,970 

Proj 2ctions Percentage 
( March/June, increase 

1984 ) ( (3) over 
(2) ) 

3 4 

53, Son 91.5 

37,OOD 91.9 

36.2 

5,000 153.8 
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1 

iv) Number of branches of 
Co-op~rative'Banks -
(excluding LDBs) 

v) ;ublic Debt(outstandings) 
(Rupees, crores) 

a) Intern~l Debt of 
Gavt. of India 

b) Internal Debt of 
Sta te Governmen ts 

vi) Government transactions 
(Annual) (Value of 
cheques, challans, etc.) 
(Rup ees, crores) 

a) Receipts 

b) Payments 

vii) Number of cheques 
cleared through all 
Clearing Houses(Annua1) 
(Number in thousands) 

Of which, those through 
RBI - managed Clearing 
Houses. 

viii) Foreign Trade 

(Rupees, crores) 

Value of Imports 

Value of Exports 

B. Currency 

i) Pieces of currency 
notes in circulation 
(In millions) 

ii) Value of currency in 
circulation 
(Rupees, crores) 

2 

8,900 

20,320 

3,440 

12,720 

14,430 

13,630 

10,140 

7,740 

10,210 

3 

10,000 

31,300 

4,750 

20,300 

23,200 

24,000 

14,000 

10,400 

8,200 

12,500 

15,500 

4 -

54.0 

38.1 

59.6 

60.8 

76.1 

38.1 

53.8 

45.1 

61.5 

51.8 
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1 2 3 4 

iii) Number of cu:.~rency 

chests 2,7S0 3,SOO 27.3 

iv) i\Jumber 0·:: piec cs of 
SO~..LeG not es rec ei ved 
annually for eXdmination 
in RBI (In millions) 10,700 17,300 61.7 

v) Number of ~'):~ : c ~:. :)~ 

notes ') ~I' ""'I f"~ ..... """"~-"; 
i..~. , :::,! _.J.. .... : ....... .... . ' 

cancelled annua~~y 
( In millions) 4,700 7,SOO S9.6 

vi) Supply of --=resh Notes 
by Government Printing 
Presses ( In millions) S,200 8,000 53 .• 8 

2.4 It is visualised that during the next five yaars, 

the number of commercial bank branches would increase by 

over 11,000, while bank deposits and credit wcu-ld get 

nearly doubled. In respect of public debt outstanding, 

Government transactions put through RBI, and the number of 

cheques cleared through all Clearing Houses, the increases would 

approximately range from 50 to 75 per cent. The comparable 

growth in key indicators re12ting to currency management 

such as, pieces of currency notes in circulation and pieces 

of soiled notes received in RBI i~ likely to exceed 

60 per cent. 

2.S Obviouslv, it is very difficult to establish any 

statistical relationships between 811 of these indicators 

and the volume of work and staff strength of RBI. for the 
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relationships are complex. Some of the indicators, as in 

respect of note examination, may have some direct bearing 

on the staff strength because of work norms currently in 

vogue. Some others, like expansion in or:!lnch b;:lnking. 

would imply increased work 10?d on the RBI in rcC"ard to 

bank inspections and control. Howaver, th~re are hardly 

any identificable work norms in this ?rea. Therefore, the 

scope and content ?s well as the philosophy of bank 

inspections may h2ve to be mOdulated to suit the changing 

needs. In any case, the increase in staff strength could 

not be directly related to the quantitative indicators cited 

above; the impact would be much more in terms of a qual:­

tative difference in the approach to the task. 

qualitative indicators 

2.6 In the same vein, we take cognizance of the fact 

that besides the quantitative expansion, the expected 

changes of a qualitative nature in many areas would have 

far-reaching implications for the RBI's organisational 

preparedness. In this respect, we foresee that the 

eighties would see a further intensification of many of 

the structural changes such as a shift in branch banking 

in favour of rural and semi-urban areas and enlargement 

of the role of the grass-roots level institutions like 

RRBs for the purpose; the re-orientation of bank lendings 
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in favour of myriad small and decentralise--d uni ts and 

individuals; sophistication required in regulating 

crecit and control over banks. Also, it may be necessary 

to increasingly involve co~mercial banks in currency 

management, handling of government transactions and 

release of foreign exchange. The responsibility devolving 

on the RBI for effective monitoring and supervision would 

call for a qualitative change in skills of its staff. 

Major problem areas 

2.7 It would be worthwhile to list some of our major 

problems and those which are likely to assume serious 

proportions in the years to come. The dimensions of these 

problems are being sought to be reflected according to 

the perception of large body of officers and experts with 

whom we have had some inter-action. Obviously, it would 

not be possible for this Group to offer ready solutions or 

a blue print for action. Nevertheless, based on the 

distilled views and suggestions of the experts and those 

who are deeply immersed in these activities, we venture 

to offer, alongside the problems, present and future, an 

outline of action, that should be taken to overcome these. 



15 

Currency management 

2.8 The first and foremost problem to which we have 

to direct our energies and find quick but lasting solution 

is thC1t of currency manag ernen t. There is a hue and cry 

from all currency chests and offices about inadequacy of 

storage faciliti~s. non-lifting of soiled notes, failure 

to supply fresh notes of required denominC1tions in time 

and lack of clear-cut guidelines and authority about 

passing of slightly defective notes. Much more. than the 

official agencies and our staff, the poor public is left 

high and dry. There are stray reports to indicate that 

fresh notes of smaller denomination are sold at a premium 

at some centres especially mofu5sil areas, during festival 

and marriage seasons. Also, even seemin·gly good notes are 

not exchanged by banks and resultantly, slightly defective 

notes are encashed by shroffs at heavy discount and 

theref ore, the tribe of middlemen and unscrupulous elements 

~ proliferating. It would not be an exaggeration to say 

that discharge of the Reserve Bank's primary statutory 

1 1: II t' ro e 01. opera 1.ng currency· •••••••••••••..••.••••..•••••• 

systerr! of the country to its advantage" leaves 

a lot to be desired. A blue print for 



16 

solving the problem has been with the Bank for some time. 

\~ile solutions seem to elude us owing to implacable 

attitude of our staff on rationalisation of examination 

and cancellation system and work ~orms, any further 

continuance of this stalemate might result in a complete 

break-down of the system. Po~"ever, onG thing ':~h2t ought 

to be appreciated is that the exapAnsion in currency and 

the staff engaged in that work h~ve not shO'Nn compC'rable 

growth; nor, for that matter, is it desirable. At the 

same time, our. systems and work norms have remained the 

same. 

2.9 This problem needs to be tackled on war footing 

particularly the segment relating to note canc~llation. 

'Ve learn that over 5600 milli on p iec es are awai ting ...,..~ m.oVC1.L 

QQlltr!Jctjon whereas our storage c2pacity is limited to 

around 3600 milli:Y1 piec2s, and thus unless something is 

done quickly the syst.erl1 w::"ll break down soon. ''Ie would 

suggest the following steps : 

Short-term 

i) Orqanisation of. peripatetic teams for 
destruction of notes on decentralised basis 

To tide over the crisis and solve the problem of 

destruction of notes lying at the currency chests we 

suggest that peripatetic teams consisting of representives both 

of RBI and the chest concerned may immediately be appointed 
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and the notes dest.:oyed at r-:?spective centres Or at some 

convenient centrol plC1ce(s) where either the incineration 

faciliti2s 2~J a!r~3ciy av&ilable or could be ar~anged 

without much difficulty. Of course, due safeguards have 

to bl~ observed like percentage ch(:cks, s·election of chests, 

reshuffling the composition of such teams ,etc. The details 

of the composition of the teams and the method to be 

followed by them will have to be worked out carefully. 

It should also be ensured that the operations retain an 

element of surprise as well as urgency. 

ii) Modified procedure teams 

The proportion of notes destroyed under the 

MOdified Procedure at different centres will have to be 

stepped up by increasing the number of teams for this 

purp osee 

iii) Note destruction capacity 

The notes destruction capacity 8t br2.nC~leS 'Ifill 

have to be enhanced substantially either ~y resorting to 

alternative modes of destruction like pulping and 

shredding or somehow improving the capacity of the existing 

incinerators. 

Long term solutions 

i) increasing the storage capacity by constructing 

more vaults in Reserve Bank offices, opening 
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mars currency chests and incrc8sing the 

storage space avai12blc a+. th.:! '2::isting 

chests 

iii) reducing bulk ciirGct ten6.c·"s of .~ot~C' <1t ~~21 

from Railw3ys, Post and Tllegraph Jnd othcr 

public bodies 

iv) increasing the capacity of note destruction 

by constructing more incin0rators and introduction 

of electrical incinerators 

v) Reserve Bank may consider further decentrali­

sation of the process of destruction of notes 

by authorising, on a selective basis, some of 

the larger chest offices having an impeccable 

record and sufficient infrastructural f2cilities, 

to destroy notcs of denomination of Re.l/-, 

::ts.2/- and Rs.5/- under the supervision of its 

nominated representatives and the safeguards 

and stipulations provided by it. 

vi) replacement of ,::;'2.1/- notGS by rupee coins 

of lighter weight. ~31 has to take steps to 

popularise the use of coins. This will help 

in reducing substantially the pressure on 
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examination, cancellation and destruction 

mechanism as nearly 40 per cent of the currency 

notes in circulation are accounted for by 

Re.l/- notes. After this measure is successfully 

implemented we m~y eventually consider issuing 

coins of larger denominations. 

vii) There is yet another area that calls for action, 

viz., exchange of soiled/defective/mutilated 

notes. There is a lot of delay in the exchange 

of these notes as a result of which the public 

is greatly inconvenienced. The RBI image is 

being seriously affected and undesirable practices 

are being perpetrated by unscrupulous elements. 

Some corrective measures have, therefore, to be 

taken urgently. Considering the volume of such 

notes and th~ convenience of the public it is 

suggested that the public sector banks, who have 

at present only limited po~ers regarding exchange 

of ilotes, be delegated more powers. These banks 

may also be given detailed guidelines to equip 

them to undertake thi s job eff ecti vely. It 

may also be desirable to train their staff specially 

for this function. Sfmultaneously, the public may alsO 

be informed and educated about their privileges 
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and flcilitius available at these banks. 

We also fenI that there is a need for a relook 

viii) r~3r2 is n~od tu ~ationalisG the system of 

resource and r trieval operations of RBI 

Issue Offices. It is felt that the jurisdi­

ctional areas of operation of the Issue Offices 

would have to be re-arranged so as to ensure 

spatial contiguity, equalisation of workload 

in regard to resource operations and optimising 

the number of Issue Offices. In the process 

and working upon a rough and ready norm that 

no office should normally have more than 

200 or so chests under its jurisdiction, if 

necessary, the Reserve Bank may considgr 

opening more Issue Offices. 

Other"Retailing Functions ll 

2.10 .Another problem area is our perf0r:m~ce relatin[ t.o 

Reta i1ing Functions' b"f which ,'Je mC2~ I, 'C"l'~~ areas s Nh Gre 

we serve public directly. These a=e : 

a) accepting and paling moneys on pehalf 

of Governman t; 
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b) releasing of exchange and travel permission 

to individual members of public, and 

corporate bodies; and 

c) servicing of public debt. 

2.11 At present some of these functions ?re being 

performed pa.rtly with the help of the agencies and 

treasuries appointed by us and partly by ourselves through 

our offices and branches. There is an uneasy truce and 

a certain degree of vagueness about the future shape of 

things to come in these areas. We get to hear divergent 

views on the need for further delegation or extension of 

agencies on the one hand and on the other, about more 

stringent control and selectivity in extending this 

delegation. 

2.12 1~/ith the qU2nti t2.tive expansion in the volume of 

work under th~S2 functions, and our inability to introduce 

m~~:1~(~1::;:-t::on and r~tionalise work systems, we are 

handicapped in this function. One view seems to be to 

pass off as much of this work as possible to banks, 

essentially to take adv2ntage of the already established 

wide network of bank branches. Tnis view derives its support 

from the concept that the Central Bank should now deal mostly 

with banks and financial institutions and may not have 

much dealings with members of the public. 



22 

2.13 Another view is th?t the problems in regard to 

these retailing functions should not lead us to look 

around for conveniently palming them off. We have to take 

quick and hard decisions about systems ration~lisation 

and, where absolutely necessary, go in for sta:f augmenta­

tion. Staff increase should not be the determining factor 

in handing over these functions to the banks. We must 

specially remember thc·t as the banker to Government 

and as its agent for administering exchange control and 

managing public debt final accountability is that of the Bank. 
J 

2.14 We have considered this question in ~epth and feel 

that as a long term strategy the Bank will nave to use the 

vast commercial banking network for retailing functions 

and we have to take steps for further delegation in these 

areas. Of course. there tannot b~ wholesale hiving off 

of any of these functions. Also. while delegating further 

authority to banks, the watchword should be convenience 

and service to the public while ensuring strict compliance 

with the statutory obligations of the Reserve Bank. Since, 

there cannot be passing off of ultimate accountability, 

we must simultaneously not only educate the beneficiaries 

(viz. public) of what they can expect, insist and demand, 

but also keep our control mechanism effective to ensure 



that the delegation does not result in any dilution of 

efficiency, security and quality of service to the public 

and Government. 

Supervision and control of banks 

2.15 Yet another problem ~rea V.rhere i..".? h3ve to take 

some strategic decision soon rel2tos to the responsibili­

ties vested with the RBI under the Banking Regulation 

Act,1949 to ensure banking system's health and functioning 

on sound lines. With the rapid expansion of the branch 

network of banks on one hand and with ~n adherence_ to ~gc-ola 

methodology and philosophy for inspection of banks on the 

other, it is difficult for the RBI to do justice to this 

function. Centre-wise inspection of banks has been 

recently discontinued and other steps are being contemplated 

to revamp the inspection function. However, this problem 

is going to aggravate with rapid increase in the branches. 

We have therefore to change our approach radically. The 

emphasis has to shift from inspection £Qr ~ to develop­

ment of systems and procedures, internal inspection 

machinery of the banks to optimise supe:cvision and control 

of the banks over their branches. 

2.16 There is no statutory obligation reQuiring the 

Reserve Bank of India to conduct inspection of banks. 

Section 35 of the Banking Regulation Act, 1949 is only an 



21 

enabling provision which empowers the Reserve Bank to 

carry out an inspection vlhenever it thinks it necessary 

or when oirectN': by the Government of India. Whether, 

therefore, inspecti'ms should be carried out at intervals 

of three, five or mor8 years is purely a matter of 

administrative convenience. Since it is the fina~cial 

inspections which enable the Reserve Bank to assess the 

financial position of banks and to determine whether or 

not the real and exchangeable value of their paid-up 

capital and reserves conforms to the standards laid down 

in the Banking Regulation Act, 1949 and the Reserve Bank 

of India Act, 1934, it is necessary to continue this type 

of insp ection and also ensure that the interval between 

two inspections of a bank is not unreasonably long. Also, 

it is necessary to strengthen the internal inspection 

machinery of banks and give ita proper direction so that 

in the interval betwe?n two successive inspections of the 

Rcsa~vQ lank the internal inspections can fill the bill. 

For this purpose,proper guidelines may be iss~e~ for 

the use of internal inspection teClms oE banks anc. the 

Reserve Bank may ensure th?t the inspection rcpor-:s are 

comprehensive in all respects. In deserving cases, 

Reserve Bank may consider deputing its exp~ricnced 

officers for a suitable period for putting their internal 
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inspection machine.-~'y in proper sh2pe. It should also 

be possi510 to ink?grate the internal inspection with the 

Reserve Bank's financial ins)8ctions in such a way that 

the latter confine to only those areas which are vitally 

important to and are best looked into only by the Central 

Banking Authority. 

2. J7 Th.e annual appraisal of banks introduced in the 

year 1978 also needs to be given reorientation to make 

it really eff ective. The inspection staff of Department 

of Banking Operations and Development has been doing the 

traditional type of financial inspections for close to 

three decades now and has, in the process, developed sound 

procedures, techniques and tools required for the purpose. 

These techniques and tools, however effective they might 

have been in the past, can no longer adequately meet the 

demand for assessment and improvement of highly technical 

areas of systems and proc2dures and man~gQmcnt control. 

Inspections in the form of annual appraisal t=lr',3 a 

diff.erent category al tog st:1er and wOLlld, th ~ref ore, need 

not only a different approach but also a differ~nt 

orientation if such inspections are to yieln worthwhile 

results. Since the inspection staff ought to receive a 

substantial re-orientation, the immediate need would be 

to select a band of, say, 50 officers from the various 
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offices, regardless of whether they are ir Grade 'E', 

'D' or 'C' and expose them to a select~d few concGpts and 

principles of organisation, general m0~2gemGnt and 

financial management to ?dequat~ly oqui~ them. 

Staff projections 

2.18 We have attempted to project our staff strength 

over the next five years on the basis of growth pattern 

observed during last seven years and the assumption that 

controlled and regulat8d growth of staff, implicit in it, 

will continue to operate in future also. Therefore, 

assuming there is significant rationalisation in our 

systems of work and intensification of our delegation 

effort during the next five years, the staff position in 

1984-85 would be somewhat of the following order • • 

Staff Strenqth Projections 

Present As on 
31. 3 .1979 1.1.1984 

Class I 6000 8500 

Class II & III 18600 21900 

Class IV 7400 9400 

Total 32000 39800 

2.19 We have thus identified the quantitative and 

qualitative asp~cts of major p2rameters under which we 
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will be operating in next five years or so. i"Je have also 

detailed urgent problems facing us today and have identi­

fied areas where we ought to be active. Keeping these 

in view, we have tried to work out proposals for reorga­

nisation. 



28 

CHAPTER - 3 

.REO~GANI3ATIOU - CONC~PT,s ANn PRINCIPL:§,§ 

3. 1 Let us take stock of the main elements of our 

work organisation -

i) The Bank has at present a Central Office at 

Bombay headed by Governor, 3 Deputy Governors 

and 3 Executive Directors. The Central Office 

is fUnctioning through Departments/Cells. The 

division of work has broadly followed an 

amalgam of 4 bases, viz., 

a) Functional specialisation, e.g.,departments 

for exchange control, administration, 

premises. 

b) Specific client relationship, e.g., 

departments for cooperative banks, 

commercial banks. 

c) Area approach, e.g., state-wise 

jurisdiction of various branches. 

d) Process of work, e.g., divisions for data 

processing, publications, etc. 

ii) The Central Office departments have policy 

as well as operational responsibilities relating 

to their specific functions. 

iii) The Bank has 21 branches/offices spread over 

14 States. Though the branches of all Central 

Office departments work administrative1y under 
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the control of the local Manager, operationally 

they function under the overall control and 

supervision of their respective Central Office 

departments. 

iv) There is marked centralisation, and effective 

operational authority really vests with 

Central Office departments at Bombay. 

v) The fUnction of policy formulation is 

commonly viewed as the preserve of the 

Central Office. Of course, consultation 

wi th and participation by branches is 

provided for through periodical meetings and 

conferences, exchange of visits between 

Central Office and branch fUnctionaries, 

issue of Central Office circular instructions 

etc. By and large, however, in the formulation 

of policies, explanation of its rationale and 

communication of informed feedback on regular 

basis, the branches are not called upon to 

play an active role; it is mainly perceived as 

one of administering and implementing Central 

Office decisions. 

vi) There is no systematic flow of information and 

communications to ensure rational and realistic 

formulation of policies and plans. To use a 
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jargon, the integrated "Manat;,ement Information 

System ll concept has not been used for control 

and central Office - Branch relationship. 

Further, within each department whether in 

Central Office or branch there is rigid 

hierarchial flow of work. Level skipping and 

lateral consultation with other departments 

are conspicuous by their rarity. 

vii) There is near absence of perspective planning 

and periodical review. 

frinci~les of reorgan~sation 

3.2 We would now attempt to determine the principles on 

which reorganisation has been proposed. Basically, the 

struc ture has to enable us to pcrforr.l the work optimally, 

conduce to developing sound adlllnistr~tive practices and 

help develop leadership_ Owing to tr!e nature of our 

functions and responsibilities, concl'ptually the Bank 

should have a strong Central Office and well organised 

branches armed with sufficient authori ty and freedom to 

operate independently in the area under their jurisdiction 

within the overall policy framework. The Bank should have 

a well developed control system based on futuristic 

oriente.tion. The individual branches/departments should 
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h~ve clear cut responsibilities in terms of their work 

plans and backed up 1-Jit.h proper authority so that the 

accountability for the function can be fixed. We have, 

therefore, followed the undernoted criteria and principles: 

i) The Bank's Central Office departments sho~ud 

only deal with matters of broad strate3Y formulation 

and review of policies and exercise of control over 

the branches. Also operational decisions should, 

as far as possible, be left to the branches 

fUrther, to ensure that the policy formulation 

is based on operational information and feed-back, 

an effective information system has to be 

or::;anised; 

ii) the branches of RBI with appropriate status and 

enlarged pO\lerS, ",ould really ~)ecome focal points 

in our orerati:Jna: set-up. Even _inor semantic 

interpretations of policie.3 ':oJd be attended to 

at branches, and, where nece 3sary Central Office 

should be kept informed. To this end, the 

organisational set-up of our branches has to 

be revamped; 

iii) the Central Office departments, being primarily 

charged with the policJr fUnction, should be task­

oriented or responsibility-oriented. This would 

imply that each department deals only with 
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a set of functions which ar':: l omogeneous in 

nature. Further, in terms of its present size 

and potentic:tl for growth, o ... ,;h department should, 

as far as possible, be of a compact and viable 

size. HopefUlly, such c ompactnes's and tnsk­

orientation, would facilitate greater involvement 

and participation and, therefore, development of 

skills and expertise; 

iv) the management control should be through planning 

and appraisal system. It is necessary to create 

an infrastructure in the organisation for 

insti tutionalisation of short and long-term 

planning and periodical appraisal procedure; 

v) productivity, co:::;t effectiveness, systems review 

and allied areas playa vital role in t~ 

organisational development; so does the research 

fupction in a Central Bank. The set-up should 

give due weightage to these aspects; and 

vi) the organisational effectiveness will in the 

final analysis depend upon tile excellence of 

its personnel. Steps have therefore to be taken 

to En sure proper management development within. 

The set-up has to give utmost attention to this 

aspect. 
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Based on these principles and concepts, we give in the 

subsequent chapters our proposals for restructuring, 

grouped under following broad areas: 

1. Branch Set-up 

2. Central Office Departments Set-up 

3. Top Nanagement Set-up 

4. Planning and Control System 

5. Nanagemen t Develop!rent. 
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4.1 Branches of RBI at present are headed by Managers, 

who are in lEI/IF' Grades and who, for administrative 

purposes, report to the Chief Manager. Each of the 

major Central Office departments has its regional set-up 

located at Branches where these departments are headed by 

officers in grades In' or 'E'. A system of direct reporting 

exists between the Central Office departments and their 

respective counterparts at various centres. For all practical 

purposes, barring Banking and Issue Departments and 

personnel functions, the branches of various operational 

departments are "islands unto themselves". ,The Manager 

effectually acts as an administrative head and estate 

manager at the centre. In other worls, he is supposed 

to be "leader of men, but not of all f'.lnctions" at the 

centre. Such an arrangement has contributed to a kind 

of dichotomy in the Manager's responsibility. To all 

intents and purposes he is supposed to be - at least in 

the eyes of public and Government - responsible for smooth 

functioning of all the departments of the Bank. Yet, he 

does not really have much say in the internal working 

of operational departments like Department of Banking 

Operations and Development, Agricultural Credit 

Department, Exchange Control Department, Industrial 

Finance Department,etc. 
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4.2 It is necessary to bring about a more effective 

integration of functions at each Branch for the following 

reasons: 

i) The system of parallel reporting without 

providing a point of covergence at local 

level bas led to inculcation of fissiparous 

tendencies and militated against projecting 

of a unified, wholesome and cohesive image of 

the Bank. 

ii) Responsibility and authority should be co-extensive. 

If the Manager is responsible for the smooth 

fUnctioning of the entire office, he should have 

commensurate authority to command compliance 

from others. Such an arrangement is also 

desirable from the principle of unity of command. 

iii) In a number of developmental and other areas 

viz., Lead Bank Scheme, District Credit Plans, 

ACID programme, Rehabilitation Programme of 

Co-operative Banks, Branch Licensing, Inspections, 

etc., there is need for close collaboration 

between DBOD, ACD, RPCC, Economic Department, 

etc. Further, a regional bias requires to be 

bestowed on the problems of the area in the 

context of the Government1s objective of ensuring 

balanced growth with progressive decline in 
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regional disparities. This c'n best be 

attempted throu~~h an integrat,;d effort under 

the guidance of the Local ~Ia,r~~,.ger; otherwise, 

there is likelihood of each department toeing 

the departmental line, and, in the process, 

ignoring or duplicating the efforts and feedback 

of another department in the area and thus 

"missing the wood for the trees". The Manager 

can activise the development process of the 

area by playing the role of a catalytic agent 

with relation to outside a 6encies and all 

departments of the Bank, including Research Cell 

of EconOmic Department. 

iv) Since ~mnager is the seniormost officer of the 

Bank available at the centre, willy nilly, he 

has to "face the music" in case of agitation, 

strife and periods of tension. It behoves the 

Bank to commensurately equip him with more 

powers so that his ego needs as well are 

satisfied. 

v) Though we have been talking a lot about 

delegation and decentralisation in the recent 

past, really not much headway has been made in 

that direction. Quite often, lack of perspective, 
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maturity and status of the in-charges at the Branches 

to whom delegation is cont8m"":':Lated, are 

considered to be the inhibiting factors. Then 

again, in matters where certain element of 

calculated risk is involved in exercise of 

discretionary powers, there is advantage in 

having a Manager of a much higher status than 

that of the in-charge of the concerned local 

department to provide the necessary outlook, 

perspective, maturity and status. 

vi) With the introduction of common seniority and 

inter-group mobility, we would have Managers, 

in the near fUture, with varied background of 

work - they need not be identified as representing 

only one kind of experience and a tti tude. On 

the other hand, there is also need to groom 

officers of promise and potential for occupying 

pivotal positions at the top where cross-fertili­

sation of various streams of experiences is a 

must. Thus, the post of }fumagcrs could provide 

good opportunities for groOming officers for 

manning positions of Executive Directors and 

Deputy Governors. 
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4.3 On these considerations, and also with a view 

to making the Branches a focal pOint in our operations, 

we woUld recommend a new model for our Branches as under: 

1te . Mo_d~el 

i) Let Manager be in actual practice and effect, 

made an overall chief and coordinator of all the 

functions at the Branch. He should be relieved 

of his direct responsibility relating to Banking 

Department, Personnel Management and Estate 

Management by creating separate posts of senior 

officers of sufficient status to head Banking 

Department, Personnel Department, etc. 

ii) All the local departmental heads at Branches 

shoUld be considered repositcries of final 

authority in respect of pow8rs vested in them by 

their respective Central Office departments. Central 

Office departrrents may, hO'·le~.-Jr, provide for 

re ference to the Manager in a fevl exceptional cases. 

iii) Since in the anticipated shape of things to come, 

Branches are to be the focal points in operations, 

decisions on operational matters should be taken 

at the local le7el either by the concerned 

departmental in-charge or by the Manager. 

Wherever deviations from rules and policies 

are required or where it is not considered 
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advisable to make unilateral interpretation of 

policy, reference to Central Office department 

may be made directly by the c0ncerned in-charge 

of the department and the l~lager kept suitably 

informed. Appropriate infori~ation system may be 

designed along with the scheme of delegation 

indicated at item (iv) below. 

iv) Each Central Office department may appoint a 

team of senior officers to prepare a scheme of 

substantial delegation to the Branches on the 

lines indicated at (iii) above. Out of the 

powers delegated to the local office, a further 

sub-classification must be attempted as between 

the Manager and the in-charges of the departments 

so as to avoid possible conflict or misunderstanding. 

Such teams will work with the active involvement 

of the respective heads of the departments. In 

the proposed scheme, prinCiples to be followed 

should be: 

a) All oporational matters should as far as 

possible be dealt with at the Branch. As a 

general rule, 80 to 90 per cent of the cases 

should be disposed of at the local office. 

b) Managers should not be burdened with day-to-day 

affairs, nor should authority of regional heads 

be undermined in any way. 
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c) Extent of authority delegated in each 

functionary at the Branch should be 

commensurate with their comparative status 

in the organisation. That is, the authority 

should go with the responsibility implicit 

in a particUlar grade. We have applied 

ourselves to the task of broadly identifying 

areas in different functions where substantial 

delegation can be effected. These are detailed 

in Annexure V. The list is merely illustrative. -
v) The :Hanager at each Branch should be provided with 

sufficient 'staff' support in the form of 

specialists from various fields like EconoWics 

and Statistics, 0 & M and Planning, Legal Advice 

etc. In the Branches where some cells already 

do exist, or are proposed- to be opened as 

appurtenances of their respective Central Office 

departments, their strength cotud be suitably 

augmented to equip them to provide 'staff' service 

to the Manager in regard to his newer/additional 

responsibility. Where no such cellS exist, the 

number of officers from the disciplines indicated 

above should be regulated and related to the 

actual Branch workload. 

vi) The Manager would be accountable for all aspects 

of work at the Branch. He will be responsible 
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to Executive Directors/Deputy Gov()Inors at 

Central Office in respect of \vork under their 

respective jurisdictions. 

vii) Having been identified as an important unit in 

tho Bank's Horking, a formal ,ed.chinery for active 

participation of 11anag0rs in tile policy formulation 

and review function has to b~ worked out. For 

this purpose following measurGS are suggested -

a) Manager may, through montt.J.y D.O.letters 

(free style) to the Governor, report and 

comment on the important developments taking 

place in the area under his jurisdiction which 

in his opinion would have impact on Bank's 

policy and administration. 

b) Manager may make suggestions for review and 

modifications of policies affc·;ting sectors 

and region under his jurisdiction on the basis 

of problems identified by him through the 

information gathered from official and non­

official sources. 

c) Manager may meet once a quarter the Deputy 

Governors/Executive Directors for the purposes 

of performance appraisal and review. Details 

have been worked out under the Chapter 

'Planning and Control System'. 
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viii) Since Local Boards have little executive 

authority and it is the intention to vest vast 

powers wi th tho local Manager (whose status at 

the four centres in question ,,,ould be raised to 

that of "Chief Accountant/Pri:.:1cipal Adviser"), 

we recommend abolition of the Local Boards. 

statutory changes to this effect may be considered 

in the Reserve Bank of India Act. To ensure that 

financial and other powers vested with the Local 

Boards are exercised locally, Central Office may 

consider constitution of a Senior Management 

Committee comprising Manager and a few 

departmental neads at the Branches to take the 

required decisions. For the purpose of getting 

expert advice, tendered at present by the Local 

Boards, we recommend creation of Regional 

Advisory Councils at all offices headed by the 

Manager. This council may consist of four or 

five acknowledged experts representing one or 

more of the following fields. 

a) Chambers of COmmerce and Industry 

b) Professionals like Chartered Accountants, 

Economists and Management experts 

c) AgricUlture 

d) Small Scale Industries 
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e) Commercial Banks 

f) Co-operative Banks 

g) Regional Rural Banks. 

The function and responsibility of this Council 

will be to aid and advise the local Manager on 

the development of the area under his jurisdiction 

within the overall policy and development programme 

outlined by Central Office. The Council will have 

no executive authority or statutory backing. 

Meetings may be called at least once a quarter 

or more often as deemed necessary by the Manager. 

ix) The status and grade of the vanager will have to 

be raised; let him be in Grade IF' at least. For 

offices like Delhi, BombaY, :'a.lcutta and Madras 

his status could be equivalen';:; to that of Chief 

Accountant/Principal Adviser. Incidentally, the 

~anager of BombaY Office at present is in charge 

only of Banking and Issue Departments and 

branches of erstwhile specialised departments come 

under the administrative control of their 

respective Central Office departments in Bombay. 

Once the branch set-up proposed by us is approved, 

the Bombay Manager too would be the overall Chief 

and co-ordinator of all the departments like his 

counterparts at other centres. 



x) The designation of Managers should be suitably 

changed to reflect his enlarged role and 

responsibilities. 

xi) A select cadre of 'Managers' will have to be 

tra:1red. Sui table back~round training may also have 

to be given in initial year or two; thereafter, 

rotation policy can take care of the need to groom 

officers with reqUisite background and vision. 

xii) Central Office department heads should as a 

matter of policy be at least officers in Grade 'F'. 

xiii) Currency Officers and Treasurers at present are 

rather over strained, especially in bigger centres 

where in addition to their con~iderable functional 

responsibilities they are called upon to supervise, 

control and coordinate a sizeable section of staff 

in Issue Department. We SUgg~3t as under -

a) upgrade posts of Treasurers and Currency 

Officers at 4 metropolitan centres .• 

b) provide for creation of posts of additional 

Currency Officers and Treasurers so that there 

is effective division of work and responsibility • 

. xiv) We woUld also recommend review of the.grades of 

in-charges of various operational departments at the 



Branches so that their status is commensurate 

with the importance of their job and the size 

of staff they have to generally oversee. 

4.4 With the strengthening of the Branch set-up we 

envisage a substantial improvement in the customer service 

rendered by the RBI as also greater degree of zonal/area 

input in the policy formulation fUn~tion of the various 

departments. This would also go a long way in helping 

the organisation to develop a cadre of top management. 

4.5 The. scheme, when implemented will mean upgrading 

of certain posts. In financial terms the impact is 

marginal as there is not much difference between the pay 

packets of different categories of senior executives. 

It will on the other hand throw open promotion opportunities 

which will have a welcome impact on the ranks. The main 

problem however is finding officers with required 

aptitude and experience to be able to stand up to the 

challenges of the enlarged job requirements of the posts. 

Therefore, proper selection on basis of merit will have 

to be made, followed up by rigorous institutional and 

on-the-job training. We have dealt with this aspect in 

greater detail in Chapter 8 but would emphasise here 

that with proper planning it would be possible to develop 

the required band of officers in about two or three years. 
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CENTRAL OFFICE DEP ARTl·r:2H TS SET TTp 
_ .. __ .r-. • ............--ro:-~ . - - - - ===_ _. ~.:; 

~ 1 Based on the broad objectives and principles 
). 

enumerated in Chapter 3 of the report, '.ve recommend 

reorganisation of Central Office sst I)P as per chart at 

Annexure VL Basically it is the considered view of the 

Group that the existing large and ill1wieldy departments not 

only conduce to creation of a sense of alienation all 

along the line but also hamper harmonious functioning. 

We strongly feel that relatively small, compact and 

functionally homoteneous departments would have many 

advantages,namely, 

i) better unity of command, control and 

coordination, 

ii) better clarity in goals and objectives, 

and therefore more commitment to these goals, 

.ii) optimum scope for specialisation in skills and 

expertise, 

iv) induction of the principle of accountability, 

and ab ove all, 

v) avoidance of alientation all along the line. 

The salient features of changes recommended and 

the reasons therefor are as under: 

C r~_gj.1... Plannin,gJ1ld PoliSX: De,I!art me nt 

5.2 The Credit Planning and Banking Development Cell, 

as it exists toda~was carved out of the functions of two 
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Departments - policy formulating function of the Economic 

Department and refinance/rediscount function of the 

Department of Banking Operations and Development. It must 

be said, without minimising the importance of other 

Departments, that the tasks of this Cell are very crucial; 

they embrace the foremost responsibility of formulating, 

executing and monitoring monetary and credit policy. 

Credit planning,to be effective and meaningful, involves 

not merely monetary target setting and credit budgeting 

and rationing, but involves a series of inter-actions 

with banks, with Government -Departments including the 

Planning Commission, and with bulk users of credit (i.e., 

industrial interests, FCI, JCI, CCI,etc.). The whole 

exercise becomes a multi-dimensional and iterative process 

involving a series of operational tasks, particularly 

through the system of quarterly budgeting undertaken by 

each of the commercial banks and discussions thereon. 

Secondly, the task of providing re-discount and refinance 

accommodation extended to the_individual banks periodically 

is intrinsically linked to this credit planning exercise. 

Above all, this whole process of credit planning and 

policy formulation even at the macro level requires not 

only officers experienced in research but also those 

with operational experiences particUlarly in the fields 
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of commercial and cooperative banking and functior.ally, 

in agricultural credit, in credit for small-scale 

industries and decentralised sectors, and in finance for 

medium and large scale industries and trade. 

5.3 For these reasons, we sugbest first, that the 

existing Credit Planning and Banking Development Cell 

needs to be given the status of a full-fledged department, 

which may be called Credit Planning and pOlicy Department, 

a title which befits the department's functions. 

5.4 Secondly, in addition to the tasks currently 

being performed by the Cell, the department should have 

other tasks which would make ita focal point in the Bank 

for providing leadership in formulating mId prescribing 

priorities in credit dispensation. P~l dimensions of 

credi t planning at the macro-level - sectoral, ref:ional 

and institutional - may be attended to by this department. 

Hence ,that part of the policy work c.;. the Banking policy 

Section of DBOD which relates to deter!;rt.ning the credit 

targets for priority sectors and targets of credit-deposit 

ratios for rural and semi-urban branches of banks may be 

entrusted to the Credit Planning and Policy Department. 

This would, incidentally, ensure grouping together of the 

tasks of credit planning and monitoring of performance in 

this respect under one and the same department, although 

policy formulation would have to be in consultation with 
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Economic Department, DEOD, ACD and RRBD (proposed). 

5.5 Thirdly, the process of cr8_;~ pla~ning and 

policy formulation even at the macrc-level requires the 

association and involvement of offic..:':;rs e:A'"J)erienced not 

only in research but also in operationw. vlork in different 

fields. At present, the Cell is assisted by officers from 

ACD and DBOD (besides those from Economic and Statistics 

Departments). By the nature of its tasks, this mix of 

staff deserves to be qualitatively strengthened. 

5.6 Fourthly, the Cell is currently handling work 

relating to processing of data based on Basic Statistical 

Returns (BSR). This work may stand transferred to the 

proposed Department of Data Bank. The rationale for such 

transfer is explained in paragraph 5·48. 

Department of Banking Operations and 
Development/Rural Planning and CrecH t 
.9.el1-fJ!).9-E§~X.i,¥_J1!lal1~~=~n~!'_t.!ll§rLt_._ ~ 

5.7 The Department of Banking Operations and 

Developr.1ent es"en tially concerned \vi ~h the regulation of, 

and surveillance over, commercinl banking, is engaged 

in certain distinct tasks not all of which are wholly 

inter-related. The Department is, thErefore, sought to be 

re-constituted into separate units as under. 
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~ 8 The system of prior authorisation of crecit limits 
;/. 

above a stipulated cut-off point lias cO:lceived as an 

instument of regulating institutionai creC'tit in conformity 

with Plan priorities. vlith the reCClilf:lendations of Tandon 

Study Group on Follm,,-up of Bank Credit particularly in 

relation to inventory norms, assessment of credit needs, 

style of lending and information system, the system of 

prior authorisation and follow-up undertaken by the 

Reserve Bank can be said to have come to stay. The whole 

exercise of authorisation, enforcement and follow-up of 

the new system of lending has little in common wi~ other 

regulatory, supervisory and developmental tasks of DBOD; 

such an exercise also requires a special expertise. 

Specialised knowledge of industrial priorities and finance, 
and 

project evaluation and scrutiny of cash flows L assessment 

of .... ,orking capital and means of financing, are areas 

peculiar only to the Credit Authorisation Scheme (CAS) of 

DBOD. The whole ~amut of activities associated with the 

CAS forms a homogeneous and distinct category by itself 

and this work is bound to attain greater importance and 

significance in the years to come confornung to the credit 

policies of the Bank. It deserves to be converted into 

a full-fledged department under the name of Industrial 

Credit Department. 
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5.9 Since the Credit Authorisativ-:;. Section of DBOD 

also attends to functions of the CO!."_: ttee of Direction 

insti tuted in terms of the recommen- cL~,-ms of the Tandon 

Study Group, as also 1,vith matters r(-:: __ 1.. ~ng to sick 

industrial undertakings, these t,vo i'~,;" 13 of 'vork also should 

be taken over by the proposed Industri~l Credit Department. 

5.10 The Export Credit Cell functioning in the 

Department of Banking Op8rations and D2velopment was set 

up in 1975 to serve as a secretariat for the Standing 

Commi ttee on Export Finance instituted by the Gover-l1ment 

of India and headed by a Deputy Governor. The deliberations 
GWl PTOJG!Ct:. EI(~ .... t; 

of th". Working Group"cover an important area like lining 

up bank credit required either at the pre-shipment stage 

or at the post-shipment stage. Since the limits required 

by exporters handling project exports, etc.,are 

substantially large, the matter ultimately comes to the 

Credit Authorisation Section of DEOD. The ~{port Credit 

Cell may, there fore, be integrated 'dit~, the Credit 

Authorisation Section to form the pro~,osed Industrial 

Credit Department. 

5.11 In addition, the new Department may also take 

over the Crecii t Authorisation Sec!tion of the Agricultural 
. 

Credit Department so that a uniform treatment is meted 

out to borrowers in the industrial sector regardless of 
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whether they are financed by commercial banles or 

co-operative banks. TI1e Department incidentally will 

have no recional counterparts. 

Department of Small-Scale 
and Decentralised Sectors 

....:. __ ...,...-_.____ 'r'""_ ......... _. _. 

5.12 The focus of the present Industrial Finance 

Department (IFD) has essentially been on the financial 

needs of the small-scale industries and decentralised 

sectors. Functionally, the Department at its Central 

Office is divided into three wings: 

i) the Credit Guarantee Scheme Division, which 

administers the specific Guarantee Scheme for 

the registered small-scale industries; 

ii) the Planning Division whose task is to 

undertake promotional work for the development 

of small-scale industries; and 

iii) the SFCs Cell, which attends:o financial 

accommodation to the state FLlancial 

Corporations (SFCs), and the grant of loans 

and advances to IDBI from out of National 

Industrial Credit (Long-term Operations) Fund, 
and related matters. 

5.13 There are four regional offices of the Department 

at Bombay, Calcutta, Madras and New Delhi for administering 

the Credit Guarantee Scheme which accounts for the bulk of 
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the Department's activities. Of the present tota: 

sanctioned strength of about 588, as many as 554 attend 

to the Creait Guarantee work and 34 staff oembers attend 

to the tasks assii:~ned to the other two wings (which are 

only in its Central Office). 

5.14 With the transfer of work relating to the 

administration of Credit GUarantee Scheme to the Deposit 

Insurance and Credit Guarantee Corporation (DICGC), the 

Department would be le ft vii th only promotional work and 

work relating to financial accommodation for SFCs and 

IDEI. Some part of the promotional wOrk relating to 

small-scale industries was taken over by IDEI long ago. 

In regard to the financial needs of decentralised sectors 

(inclil.ding 'tiny sector'), the concerned Horking Group 

(under the Chairmanship of Shri W.;::)'I'a~be) has rec')mmended 

the establishmE:nt of a. new apex institut~on for 

refinancing, monitoring and promotic-;ll ta.sks, called 

Developrrent Bank for Decentralis8d In~u3tries, which would 

function as an associate of the Reserve Bank of India. 

The Working Group Report, which the present Group had an 

occasion to study, has specificGlly emphaSized the 

importance of the new institution's role "in the 

developmen t and promotion of the decentralisGd sector"; 

even 'its direct financing and refinancing activities 

will, in a sense, be subordinate to its development role'. 
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The Working Group Report is of COlITse yet to be accepted 

and implemented. 

5.15 Yet another area of promotional wOJ:'k reportedly 

within the jurisdiction of the IFD relates to the District 

Industries Centres (DICs). Here, again, the IDEI has 

already taken initiative in setting up a separate Small 

and Village Industries Wing in the wake of the emergence 

of the DICs, to evolve appropriate policy framework, 

identifY immediate action areas for promoting the growth 

of village and tiny industries and monitor the entire 

range of credit facilities offered by the various 

agencies for this sector. 

5.16 Thus, the developmental and promotional tasks 

left for the RBI, l"hile they exist, would nevertheless 

be minimal insofar as the small-scale and deccntralised 

sectors are concerned. In addition to formulating credit 

policies including the terms and norms of bank lendings, 

the work for RBI would essentially be one of maintaining 

liaison with the series of apex promotional agencies for 

the small-scale and decentralised sectors, and of 

monitoring the performance particularly of commercial 

banks. HOl.-lever, considering the fact (a) that the new 

apex institution for decentralised sectors is yet to take 
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shape, (b) that the RBI would be c~ntinued to be called 

upon to playa role in various Committee/Boards/Working 

Groups/Study Teams, etc., connected \ofi th small-scale and 

decentralised sectors and some expertise in this respect 

has been built up in the existing IFD, and (c), that the 

Industrial Credit Department (ICD) proposed earlier would 

itself be of compact size and would undertake work which 

is not very a~Qn to the work done in the present IFD, the 

balance of advantage would lie in retaining the existing 

IFD as a separate independent department for such of the 

functions as would be left over after transferring the 

Credit Guarantee work to DICGC and for such of the 

potential coordinating, monitoring and promotional tasks 

enj oined on it as a c redi t policy plai'lnc r wi thin the RBI 

for the small-scale and decentralised sectors. However, 

befitting the tasks expected of the department, the same 

be christened as Department of Smal].-scale and Decentralised 

Sectors. 

Re gis>nal Rural Banks IbP,9I'tmcn.!.., 

5.17 Our recommendations rc ·~ardinG the set up for 

Regional Rural Banks Department are based on the assumption 

that the fUnction relating to the development and overseeing 

of the Regional Rural Banks would ramain with the RBI. In 

case the NABARD comes into existence as recommended by the 

Sivaraman Committee and takes over the Regional Rural 
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Banks, then the position may have~o (;e r~viewed. 

5.18 At present, some developmcnt'--}_ 'verk relating to 

Regional Rural Banks and their stru2 L'ral design and 

operations is attended to by the RUlc_ Planning and 
(RPCC) • 

Credit CellL The inspection and regL~ation functions, 

however, are attended to by the Department of Banking 

Operations and Development. These banks number 56 at 

present with nearly 2000 branches. It is expected that, 

in the next five years, their number would be about 100 

with over 5000branches. ~1ile DnOD specialises in client 

relationship with commercial banks, Regional Rural Banks 

require a different way of handling and guidance at least 

in the initial years. A separate department looking after 

the class of Regional Rural Banks in its entire ty may be 

created so that the development and regulation including 

inspection of these banks becomes the soL; responsibility 

of one unit. The fUnction of the Rural Planning and 

Credit Cell as it exists today may bG :'ecast so as to 

make it ir charge exclusively of Regional Rural Banks, 

and the Cell raised to the status of a fUll fledged 

departrrent under t~1e name of Regional Rural Banks 

Department, ivi th its own contingent of inspection staff 

to carry out the inspections which ought to be distinctly 

different in character. Such an arrangement is in 

consonance with the rationale that clientele relationship 
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is the right bam s for division of 1wrk concerning banks 

(we have already two departments: DBOD for commercial 

banks and ACD for cooperative banks). 

5.19 The remaining work relating to District 

Credit Plans ,currently being attended to by the RPCC, would 

not be the fUnction of the ReGional Rural Banks Department, 

and it would be more appropriate for the DBOD to handle it 

mainly because of the following reasons: 

i) District credit plan is essentially the function 

of Lead Banks and control over these two areas 

is best exercised by one agency. 

ii) Since the Lead Bank Scheme is being administered 

by DBOD, the area of District Credit ?lans also 

should be handled by that De}'1artment. 

iii) Supervision of, and surveillaJl. ': over, banks 

being the responsibility of DEOD, directions and 

guidance to banks in thi s arE' c. should emanate from 

that Department. 

iv) Licensing of branches of banks is a fUnction of 

the DBOD and this being the b2sis of Lead Bank 

work, all the allied functions ought to be handled 

by that Department. 

v) The District Consultative Committee meetings are 

being attended by officers from DBOD and it 

provides secretriat for State Level and Regional 
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Level Consultative Committees. Since it is through all 

these meetings that the RBI moni tor~ tL.e implementation 

of the District Credit Plans, the en~~_'_re activity could 

best be overseen by that Department. 

Department of Banking Operations 
and Development 

5'.20 .As indic ated earlier, the follO'l.ling fUnctions of 

DBOD would stand transferred to other departments: 

i) Sectoral/regional credit tasks attended to by 

the Banking Policy Section; 

ii) Credit Authorisation Section together with 

Committee of Direction and Sick Industrial 

Undertakings; and 

iii) Release of interest subsidy attended to by 

Export Credit Cell as also the Cell's other 

functions like organising meetings of the 

Standing Committee on Exports and attending the 

meetings of the 1-lorking Group on Deferred 

Payment and Project Exports. 

On the other hand, l,JOrk relating to District Credit Plans 

which is closely related to t.he Lead Ba.::1k Scheme and 

implementation thereof will revert to the DBOD. This 

Department should, however, ensure that representatives of 

the Agricultural Credit Department and Regional Rural Banks 

Department are consulted in periodical meetings called for 
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the purpose, on issues having a bearing cn planning and 

moni toring of programmes which ought to Lave a parti.cipative 

and multi-disciplinary approach. 

5.21 With the separation of the ta:::>- re:lating to credit 

authorisation (and the associated fu- ictions) \.,hich is 
. one 

largelyLof disciplining of indu~trial credit, DEOD would 

emerge as a compact and well knit entity attending solely 
and promotion 

to regLllationLof commercial banking. Conforming to its 

name, the Department will be in charge of not only the 

operations and inspections of commercial banks but also 

developID8ntal fUnctions including Lead Bank Scheme, branch 

licensing, manpower planning in banks and training of bank 

personnel. 

5.22 In the interest of achieving a planned spread of 

offices of banks, DBOD would continue to i~andle the 

licensing of brancnes of Regional Rural Banks until 

such time as an improvement in the branch net \-TOrk calls 

for a departure in this procedure. On the other hand, 

compliance by the se banks \-li th the liquidity and other 

statutory reqUirements of the Banking Regulation Act may 

be taken care of by R-11.BD. So fc;r as the reserve 

requirements of Section 42 of the Reserve Bank of India 

Act are concerned, RRBD may transmit to DBOD consolidated 

figures relating to Regional RLlral Banks for incorporation 
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into the weekly press communique on the lines of the 

procedure being follm1ed by ACD in relation to the state 

Co-operative Banks. 

5.23 DBOD,as reconstituted, may internally be divided 

into the following three distinct wings each to be headed 

by Additional Chief Officer/Chief Officer: 

a) Development vJing consisting of branch licensing, 

Lead Bank Scheme and District Credit Plans, 

manpower planning in banks and t.raining and 

development of bank personnel; 

b) Operations Wing taking care of appointments, 

directives, periodical returns, banking legislation, 

etc; and 

c) Inspection Wing covering programnung, editing, 

follow-up,complaints and other allied areas. 

5.24 The branch net work of banks n '.3 expanded so 

extensively in the last decade or sc ~::'2.t banks are actually 

hard put to line up the right type of :0~rsonnel to man the 

incr(-~asing number of offices. It is il1 consequence of 

this that banks are beco~ing painfully conscious of the 

need for imparting sui table training tc their staff. 

It is true that very useful work is being done by the 

National Institute of Bank Management in preparing 

teaching material and in providing buidance to the 
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teaching staff of various training CE.:dt-res set up by 

commercial banks. Similarly, the BaL!-ers Trainin6 College 

of the Reserve Bank of Ind.ia is alsc .~ 'mducting training 

programmes for middle ~evel and Seniol Jfficer Staff of 

commercial banks, providing both functicnal and management 

inputs of a high order. However, there is no indication 

as to how best these facili ties are availed of by banks and 

the training centres established by them. Although certain 

work in this regard is being done by DBOD as part of the 

follow up exercise on the findings of the periodical 

inspections of banks much more needs to be done in a 

systematic way if only the process of training were to be 

given proper direction and the right impetus. The 

Development Wing of the DEOD should be so strengthened and 

equipped as to provide a permanent machinery not only for 

the purpose of assessing at periodical intervals the 

training needs of banks but also to 2.:: sist them in securing 

from the apex training institutions appropriate packages 

of training to s Lli t their specific req L"irements. The 

Development Hing should initiate and maintain a constant 

dialogue "!'vith banks, botl1 indi',"idually and in sector-wise 

groups, for fulfilling the twin tasks of manpower planning 

on the one hand and training and development of bank 

personnel on the other. Since manpmver planning, 
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recruitment of staff and training of bank personnel are 

to be related to licensing of new brulches, it is 

imperative that co-ordination of tl18S2 inter-linked 

activities is taken care of by the 12 eJ.opment Wing 

of DEOD. 

5'.25' The Operations Wing is fc:ce.-} vli~h the perennial 

problem of delay in the receiJJt of rc "~lrrns and statements 

from banks - those prescribed under the various statutes 

and others prescribed by the Reserve B~~k for specific 

purposes. This delay, it has been diagnosed, is due mainly 

to the following: 

i) Lack of proper training to the branch officials 

whose responsibility it is to compile and submit 

the statements. 

ii) The plethora of returns and statements required 

to be submitted by or8.nchcs to their Head Office 

on the one hand and to the He·~erve Ban 1,: on the 

other. 

vfuile the training aspect would be taken care of in the 

manner already indicated, it \-li].l be necessary for the 

DBOD to i1ave a fresh look at the mass of information 

required of the banks with a view to seeking avenues to 

reduce the avoidable burden on banks and their branches. 
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5.2 0 While commercial banks do COL::':,:;'e the need for 

periodical inspection by the Reservf '.:--nk of India, it is 

the protracted process of financial .i. _~:tJection and the 

consequent delay in the finalisatior _' the inspection 

report that is being resented. Consi .. "ring the very 

usefUl role played by statutory auditor3 as also the 

internal inspection squads of banks, there is a case for 

revamping the Reserve Bank's inspection system by weeding 

out unnecessary procedures and retaining only the bare 

essentials of the inspection machinery. We have already 

dealt with this aspect in detail in Chapter 2. 

Agricultural Credit Department, 
Agricul tural He finance and Development 
C(),r,poration-l at1<:l_ Ru:ral_.J>~La.pp.;i.!l,K ~ _9.r.~9.1.t .. Q.,eJ-J. __ 

5.27 \fuile considering the or~anisntion of the group 

of departments connected with agricultural/cooperative 

credi t, it ",ould be appropriate to take cognizance of 

the recoml'I18ndations of the Commi ttce ·c J Review Arrangements 

for Institutional Credit for AgricLll~,_._~2 and RUTal 

Development,which in its interim repc:::.':' has, J.nt.§r~alia~ 

recommended establishment of a ?Jationc.l 3ank for 

Agricul ture and Rural Development Or.ASL8.D). 

5.28 The period of the In-House Group,undertaking 

the exercise concerning reorganisation of RBI,coincided 
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with the work of Sivaraman Committee and its 

submission of an interim report recommending the 

establishment of NABARD. The Group 110..3, therefore, 

desisted from examininG the merits of l1a-.ring an apex 

insti tution for agriculture and rural development. 

5.29 The NABARD would, among others, undertake 

functions like developmental policy, planning and 

operational matters relating to credit for agriculture, 

allied activities, rural artisans and industries; 

refinance to cooperatives and RRBs, refinance to 

commercial banks against term lending, etc. The NABARD 

\-[ould thus be the refinancin.:; body to the entire rural 

credit system) monitor the end use of funds and inspect 

cooperative banks and RRBs. In case the recommendations 

of the Committee for establishment of the proposed bank 

are accepted then most of the abovementioned promotional 

and developmental functions \-TOuld be transferred to it. 

The residual functions with the RBI would be restricted 

to providing finanCial assistance to NABARD, administration 

of National Agricultural Credit (Long-term Operations) 

Fund, National AGricultural Credit (Stabilisation) 

Fund, inspection of cooperative banks and work 

relating to urban cooperative banks. So far as 

inspections of cooperative banks are concerned, 
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the Committee llad suggested that NAB.A.R.L Hould 

insp8ct these banks on atency ba::.:· Sllo. RBI, ilej.ng 

a lender of funds to N.ABARD, Flay )c :~equired to keep 

a watch on the health of banking i:1~ .. '-i tutions which 

can be ensured by occasional test Ll:;pection. Further, 

RBI has to satisfy itself that the operations of 

co-operative banks are being carried out in 

conformity with the provisions of Banking Laws. The 

Comrni ttee at the same time has observed that IJABARD 

being an institution within the RBI complex, the 

statutory inspection of cooperative banks and JI'lBs 

may be taken up by it as an agency function. As regards 

commercial banks, who ,\'1ould also be borrowing from 

NABARD, the inspections would continue to be undertaken 

by RBI. Thus, so far as cooperative banks are 

concerned, NiillARD will be interestud :'lot only in their 

financial soundness but also in nJoni :c.~in.?, the field 

level developments and end-use Oi' cr:.c.ii-c; at the 
it 

same timeLwould leave both these (ls:-:,,)cts to RBI so far 

as commercial banks are concerned. 'ille aspect as to· 

how an independ!:~nt body like NAB.A,.qD ",ould be in a 

position to issue statutory inspection reports relating 

to cooperative banks will have to be examined in 

detail. 
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Even considering that varicus legal hurdles are 

cleared about the statutory inspections to be conducted by 

NABARD, RBI will :lave to have a department to look after 

the residual fUnctions and conduct test inspections of 

cooperative banks with a vie\ol to ens urinG thcJ.. t their 

operations are being carried out in conformity with the 

provisions of Banking Laws. In addition to this function,RBI 

will be vitally concerned with the loan policies and procedurro 

followed by NABARD and issuing necessary instructions and 

guidelines to banks whenever required. Even after the 

establishment of NABARD, RBI would continue to be concerned 

about the agricultural development and ensuring that credit 

flow is maintained throu,~hout the country especially to the 

weaker sections and regional imbalanc~s are corrected. The 

Agricultural Credit Board would continue to provide guidance 

to RBI in formulating policies concerning agricultural credit. 

5.31 ACD presently oversees the l\ulctions of urban 

cooperative banks and undertakes statT':;cry inspections. The 

new bank is primarily c oncGrned lilith a::,:cic~ll tural rural been 
develo:Jment and as such the urban coop::::. ... J.·i:.ive banks haveLkept 

out of its purview. Thus ACD would continue to handle 

this function after the establishment of N.ABAIm. 

5 ·32 Special Study will require to be undertaken to 

decide upon the staff strength, organisation, reporting 

relationship etc. of the ACD, after detailsof work to be 

transferred to NABARD are finalised 
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Department of Accounts and Expenditr.;_ce 

5.33 At present, this Depart!nent ; t-:Jsnds to a variety 

of tasks like the maintenance and SL0(rvision of Bank's 

Accounts, Government Accounts and cO'lpilation of the Weekly 

and Annual Accounts and control over ex~enditure (including 

budgetary control). It elso deals with all currency matters, 

the Bank's Remittance Facilities Schem2, agency arrangement 

in respect of the business of the Central and State 

Governments, management of foreign reserves, and maintenance 

of accounts of the foreign central banks and other insti­

tutions such as the IMF and the IBRD. The various Fund 

Accounts such as Provident Fund, etc., of the Bank's 

staff are also maintained in this department. Further the 

department has now been called upon to look after the 

recently added function of Dopartmcntalisation of Government 

Accounts. 

5.34 With the growing volume of trvns2ctions and the 

complexities of each of the above tasks, it is well nigh 

impossible for an-' single individu?l to"' devote the 

desired attention to the various areas and do 

justice to all the functions supposed to be attended to 

by this department. It is our view t;1C;t some of the 

key functions of the department stand on their own on 

considerations of their importance to the Bank's function­

ing, the magnitude of the activities, the complexity of 
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4-
the problems involved, the homoge~ity of functions and 

the skills and expertise required to handle them and as 

such may be carved out under separate c:ep2rtments. 

These are ~ 

i) All matters relating to currency management; 

ii) Management and control over ~8reign Exchange 

Res erves; and 

iii) Public Debt Management. 

We suggest, therefore, that the department may be 

divided into the following four departments. 

Department of Currency Management 

5.35 The seriousness of the problems relating to 

currency management, its dimensions and the shape of this 

important area of Bank's functioning have already been 

highlighted in detail in Chapter 2. Our study reveals 

that a good part of the malady or the predicament of the 

Bank on this front is on account of lack of proper and 

adequate steps to combat the problem at the right time. 

This area of the Bank's functioning appears to have 

been neglected and has not received the desired 

importance and attention. We have not been able to 

keep pace with the growing volume of the work. The 

various infrastructural facilities required for 

discharging this function are totally inadequate. 

In the interest of efficient discharge of our statutory 
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responsibility relating to currency management, it is 

necessary to create a separate Department of Currency 

Management at Central Office. The proposed department 

will look after the planning aspects as also the policy 

and procedural matters relating to the design, printing 

and issue of currency notes, the minting of coins, their 
of 

distribution, openingLcurrency chests, removal of notes 

from chests and their eventual destruction. This will 

also help us in bringing the concepts of uni ty of command 

and accountability which are very imP9rtant from 

functional point of view. 

Department of International Accounts 

5.36 Likewise, considering the quantum of our rising 

reserves, the potential for their better and profitable 

deployment, the nature of skills, acumen and expertise 

required and the need for an in-built information system, 

we feel that the Foreign Section re~uires to be delinked 

from the Department of Accounts and Expenditure and 

converted into a separate department. The proposed 

department will provide wider scope and ini tiative in 

managing the foreign reserves in line wi th the changing 

times, activate the foreign exchange markets, the inter­

bank market and facilitate authorised dealers' recourse 

to the foreign markets. It is felt that the RBI's present 

practice of dealing on the basis of previous day's 
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closing rates in London needs a change. The Bank should 

have its· own foreign exchange deeling room and should effectiveJy 

enter the inter-bank market, de~ling 2t rates prevailing 

in major financial centres around the globe at the moment of 

putting our de21s throuC;h. Likewise, there is a need for cEvoting 

more attention to the buying and selling of foreign 

currencies by the Bank and the m2intenance of the accounts 

of foreign banks with our offices. It is necessary to have 

a small Foreign Balances Section in the four major offices 

of RBI, viz., at Bombay, C?lcutta, New Delhi and Madras 

to handle all foreign exchange deals and other inter-

national transactions. 

5.'37 In order, that the country is able to take 

advantage of even the slightest fluctuations in inter­

national money market, the Bank m8',' con3ider opening small 

cells abroad at important centres. Suc~ an arrangement. 

would of course imply that the officE~ ~osted to head 

these cells are of sufficiently senior status in whom 

the requisit·e authority for deployment of resources can 

be vested by the Bank. 

Department of Public Debt Management 

5.38 Another important area of our functioning which 

needs a better and integrated approach is the management 

of Public Debt of the Central Government, the State 
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Governments and certain autonomous b odi es. At pres ent·, 

thep61icy work relating to the floatation of loans viz., 

the· terms and conditions of the new lo~ns, their amount, 

timings and methods of issue and the co-urdination of 

loan floatation of the various State (,overnments are 

attended to in the Secrotary' s Dep2rtrn9nt whereas the 

work relating t~ consolidation and co-ordination of the 

Public Debt accounts of the Central and State Governments 

is handled by the Central Debt Section which is a part 

of Department of Accounts & Expenditure. TI1e actual 

transactions connected with Public Debt are however, 

handled at the regional Public Debt Offices. With the 

increasing recourse to market borr~vings by the 

Governments, both Central and States, for raising 

resources for bridging the budgetary gaps. it is necessary 

to integrate policy and operational funct~ons relating 

to the same task so that a sinole di:-tinct unit becomes 

responsible for the task of managing public ~ebt. We 

sU'-'gest, therefore, that a separate department called 

Department of Public Debt l1anagoTflent . may ,bo created by 

merging some of the functions of the Secretary's 

Department and the Department of Accounts & Exp_endi ~ure. 

This Department will inter-alia, attend to open market 

operations, policy relating to floatation of Central 
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and State Government loans and tendering advice to local 

bodies on raising of loans. The Pub lic Debt Offices at 

various centres will, in future, directly correspond on 

all matters connect?d with their work with the proposed 

new Depertment. 

Department of Ace ounts end Expenditure (DAE) 

5.39 After segregation of the work relating to 

Currency Management, Foreign Section and the Public 

Debt iV\an2gement from the present Department of Accounts 

and Expenditure and constitution of separate departments 

for each of these distinct functions, the accounting and 

expendi ture functi on of the ers twhi Ie department and the 

residual activities can be re-grouped under three areas 

and constituted as a distinct department, to be called 

the Department of Accounts cmd Expenditure. The hroad 

areas covered by t~e new department would be 

i) Accounts and Expenditure inclu~ing 

Establishment, Funds a~d Housinq Loans, 

ii) Government Accounts and Dep2rtmentelisation 

of Accounts, General Section, and 

iii) Budgetary Control. 

5.40 We would also suggest that the sanction of Ways 

and Means Advances to State Governments, Issue of Ad hoc 
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Treasury. Bills for central Governm,:;;; t <'lnd the investment 

of Government's surplus funds - fun~tions which nre 

presently being 2ttended to by the S0 r ret?ry's Department 

should in future be performed by the; ( overnment Accounts 

Division of the new DAE. This Divisi'Y1 will have c 

close liaison with the Central Accounts Section at Nagpur. 

5.41 The Implementation Cell attached to the CAE 

which is, presently, attending to the follow up of 

Inspection Reports and of Suggestion Scheme may be 

separated from it and attached to Inspection Department. 

This cell should ,be concerned only with the work rel~ting 

to follow up of Inspection Reports. The follow up work 

of Suggestion Scheme legi timately beongs to Management 

Services Department and should be ?ttended to by them. 

Each department will henceforth have its own nucleus/ 

machinery to comply with the requirements of follow up 

of the Inspection reports. 

Research Dep?rtments 

5.42 One of tl19 crucial determin2nts of the function­

ing of a Central Bank is the extent of analytical and 

research input in its policy formulation. To this end, 

the Bank's research function has to have excellence and 

there has to be optimal harmonisation with oper~tional 

work. 
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The Bank possesses two rese~rch units,namely 

the Economic DepClrtment and the St2tistics Department. 

Of these, the Economic Depart~ent is Sl structured as to 

provide the nucleus of a rese~rch c~u~~8rpart to all 

important operation21 a~tivities unde~t2ken by the Bank. 

Besides. rendering ?dvice to the hi~l,"?r executives of the 

Bank and assisting in tho formuhtirm of monetary and 

credit policies, this DePartment is expected to bring 

to beC'lr upon oper?tional oroblems the fruits of rese?rch. 
1 

As regards the Statistics Department, although its. 

primary function is the maintenance of dr-ta base on every 

aspect of the national economy and rendering technical 

advice to the Bank in matters relating to surveys and 

statistics, it is also expected to subserve the same role 

of research in policy formu12tion and assisting tile 

oper?tional activities of the Bank. A revealing aspect 

of the Bank's working during the p~st decade or so 

relates to the crowing distance between the rasearch 

efforts in these two Departments,on the one hand and the 

operational activities of the Bcnk,on the other. 

5.43 The mOdel of an indeperident research set up 

serving inter alia all operational departments had an 

obvious advantcge when the size of the RBI's organis2tion 

itself was relatively small and much more comp?ct. Now 
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a stage has come 'Nhen 'Ale should dif:-:':"':::ntiate, insofar 

a s the Bank's reC'ui r2~1,:m ts of res e~T.·-·1 ::J.nd analy si s are 

concerned, between r3se~rch of ~ bas~~ n~ture (i.e., 

empirical rese2rcll arising out of -:L.:: ::~.nk' s general 

advisory role) and research ~nd statistical intelligence 

of a type that is directly reouired for policy formulation 

and for carrying out its promotional, regul~tory and 

supervisory functions in individual departments of the 

Bank. 

Accordingly,we suggest two major reforms in the 

research set up of the Bank. First, that work l,.,hich has 

got tagged on to research activity like 'Data Processing' 

needs to be segregated and constituted into a separate 

depe.rtment. We also visu()lis~ the necessity of cnrving out 

a 'Data Bank' department especially charged with the 

function of designing, developing 2nd monitoring a dat~ 

base which would provide data. on a:1 onqoinc; b::1sis to the 

various functionaries. Secondly, ~~ ~Eel th?t the policy 

and planning function of the oper~tio~al dcp2rtments 

requireS quali tatively lClrC"er resc2::'ch input. Therefore, 

we would suogest that distinct cells ~or this function 

may be created in e2ch of the m~j or operating 

departments to work under the administrative control 

of the concerned departmental head. These cells could 



76 

bene fi t by c.rawing upon the expertis'e available in the 

present research dep .1.rtments by getting SOme economists/ 

statisticians on tenure basis. Thi:3~ssistance \vill be 

in the form of study and analysis of the mine of information 

with the operating departments. Such support, we envisage, 

will be required by the Branch Offices as weli, especially 

in the light of the enlarged role our l'Ianagers are expected 

to play. 

5.45 A decentralised research set up has been tried in 

the World Bank. The Central Government has also a decentralised 

economic service. The experience so fD.!' has not been an 

unalloyed blessing. Nor for that matter, has it been proved 

as an abject failure. We would feel that RBI research set up 

also needs to be tried on a decentralis8d basis. As a short­

term measure in this direction, vIe haJ() recomr.;ended active 

participation of officers from Econo;:lics and Statistics 

Departments in the Planning and Polic) ;:':e11s of various 

operating departments (cf. Chapter 7). Success of this 

experiment should in due course lead ~o the decentralisation 

of the research function in the Bank. ililce it is decided 

to transfer research units to concerned departments, the 

parent research department would become co~)act in size. 

It would then concentrate mainly on research of a basic 

nature re~uired for enabling the Bank to effectively 

discharge its role as an adviser to the Government and 
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watchdog of current economic perfol'!TIances. 

The New De22rtmcnt2l Set up 

5.46 We envisage spinning off of following functions 

out of the research department to two new departments. 

They are : 

i) Department of Data Bank 

ii) Dep2.rtment of Computer Services. 

5.47 Over the years, staff complement in Economic as 

well as Statistics Departments has expanded sizeably; 

the growth is, however, mainly in the 2rees of data 

processing in the Department of Statistics, and though 

not so distinctly distinguishable, in data collection and 

its organisation in the Economic Dep~rtment. This 

expansion and consequent larger involvement in the 

anc i llary ('I ctivi ti es is not a des ir""l) l,:; feature ina smuch 

as it diffuses the: t2sk responsibili~:-,- -:-nd willy nilly 

the focus gets shifted, thereby affe:cting the research 

performance. It, therefore, seem::; n ~cessC':ry to create 

a separate administrative structure ::or these ancillary 

activities so that in the research departments due 

emphasis and focus on its basic task could be ensured. 

5.48 In more specific tGrms, to our mind, the Data 

Processing, centered around mo~ern complGx computer 
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system, is a quite distinct function ~nd calls for 

different skills from those for st(·,::~ ,tical reseC1rch. 

As reg(1rds datC1 coll?ction an~ its o~g?nis~tion, although 

this function is more closely embodio: in rese~rch 

activity, a time hE's come when \'/e shl)Llc~ work on a 

conc ept of developinC! a Da ta Bank f:co:" 'vhich the economi sts 

and researchers could draw their requirements of data. 

Dopartment of Data ~ 

5.49 Some years ago, an attempt wa~ fficde to start a 

Data Bank on monetary, credit and banking matters, but 

the work could not proceed further because of lack of 

proper organisational set-up and support. Experience 

thus indicates that unless we cre8te a distinct unit 

solely responsible for this function, the effo::-ts even 

in future are not likely to yield t?ngible results. 

A beginning has already been made by the Bank through 

the Basic Statistical Returns System. ::;e feel that the 

time has now come to recognise the neec for the Data Bank 

and segregating the Divisions and Sec~ions at present 

attendinq to this job into a separate Department to be 

called Department of Data Bank and m~ke it responsible 

for not only collection, organisation and publication 

of the mass of data contained in these returns but also for 

undertaking the specific responsibility of starting work 
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on a fullfledged Data Bank. If our 500gestion is 

accepted in principle, then, about "'\ persons attending 

at present to the work relating to ~:- and Statistical 

Tables rel~ting to 3anks in India in the Banking Division 

of Economic Department and Credit Planning Cell may be 

grouped under the proposed Data Bank Department. The 

few tables which Credit Planning Cell generates from 

some of the basic tables received from DePartment of 

Statistics would also in future be attended to by the 

proposed Department and information furnished to Credit 

Planning Cell according to the latter's specific 

requirements and directions. Creation of this department 

has the merit that it will fix the accountability 

relating to collection of data, organisation of informa­

tion and publication in one unit, create a committed 

cadre of experts on these matters, provide necessary 

impetus .for creation eventually of ? compreh<msive Data 

Bank and relieve the existinn Economic ?nd Statistics 

Department of sizeC'ble section of employees which 

otherwise tended to make them .unwieldy in size. 

Department of Computer Services 

5.5'0 The consider;:;tions for crea.tion of a separate 

Department for Computer Services are as under : 



80 

a) Dominance of Processing ~ctivity 

Research activity involves an2lysis of data 

and drawing inferences therefrom and as such 

ilprocessing i
' equipment which helps analysis 

of data was acquired by Dep3rtment of Statistics. 

Over the years, however, this processing 

activity has assumed dimensions not foreseen 

earlier, so much so th2t it accounts for 

30 per cent of the Department's officer staff 

and 47 per cent of non-officer staff (other 

than subordinate staff). The supervision and 

control, direction and co-ordination, and 

motivation of such a large n'Jrnber of officers 

and staff calls for exclus1ve attendance by 

a Senior Of?icer especially in the context 

of rapid technological developments in this 

area. 

b) Skills - differential 

The skills reouired for stat£stical research 

and those for Data Processing ?T2 not the same; 

in Data Processing the work of systems design, 

programming, and operation of electronic 

equipments calls for different sets of 

skills and training. It would be necessary 
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to develop a new cadre of persons for D2tR 

Processing wo~k especially in the context of 

rapidity of the technological developm~nt. 

It may be noted that the officers from 

Statistics Department to be ~ble to work on 

Data Processing, have to be adequately trained 

as their i'statistics" background is not 

sufficient for the requirement. 

c) Capacity of the New Computer 

Wi th the arrival of the New Computer having 

multi-dimensional capabilities for complex 

processing, its utility to the organisation 

will increase and it would cease to be a 

tool for exclusive use of the Department of 

Statistics. 

With the availability of the fast and 

complex system \lve could no'" t: :.nk of many 

other are?s where computer COJld be used as an 

aid in information system and ~2se2rch. 

The functions that occur to us are, the 

development of industry level information 

system, a beginning in which direction has 

already been made by processing BSR data, 

exchange control statistics, portfolios 



82 

information system, costs data file, Lead 

Bank data file and so on. The Computer will 

also be used for simulation and oper~tional 

research problem mainly in areas of optimisation 

of resources, appraisal analysis, forecasting 

and network analysis for inspection, Premises 

Department problems and for Services Board. 

There is one more reason for delinking 

processing work from the Department of Statistics: 

research work requiring processing is not only 

carried out on a large scale by Economic 

Department, but latterly, also by many of the 

bigger operational departments like DBOD, ACD 

and ECD by creating special cells, sections 

or divisions for special studies, policy and 

co-ordination etc. Once the processing of 

data becomes the sole service function of a 

department which concentrates only on service 

and not doing its own independent research 

or analytical work, hopefully, it will 

encourage more frequent and profitable use of 

the facilities. 

d) Concept of "Service:! Department 

Data Processing is one of the very useful 
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services available to the operational/user 

dep;::rtments like any other service e.g. such 

as oroviding ~nd man2ging staff resources, 

provision and mainten~nce of premises, and 

other infrastructure like de~d stock, stationery, 

machines, etc. A Service Department cannot 

obviously be un~er ~n umbrella of one user 

Department for obvious reasons. 

Department of St2tistics 

5.51 This regular Department of Statistics would 

henceforth consist of the following seven divisions 

i) Statistical Intelligence 

ii) Company Finance Division 

.:- ].]. ) Company ?inanc e Division 

iv) National Income Division 

v) Eccnometric Division 

vi) Survey Division, and 

Division 

I 

II 

vii) Exchanoe Control Statistics Division 

Econo~ics Department 

5.52 For the present, the Economic Department, which 

may be appropriately called the Economics Department, 

will comprise the following Divisions : 

i) Division of Monetary Economics 



ii) Division of BClnking 

iii) Divi sion of Fiscal Analysis 

iv) Division of Industrial 3tudies. 

v) Div~si on of B2lr:nce of P2ymen ts 

vi) Division of Internati onal Relations 

vii) Div ision of Rur;-' .t Ec~;nomics 

viii) Division of Pub li -: Cl t.i. on s ;:lnd Documentation 

ix) Division of Field S'Jrv ey s. 

Once the eXPeriment of providing rese2rch nucleus for 

planning exercise in oper~tional departments yields 

resul ts, the opere.tional dep2rtments would be reCldy to 

accept and absorb larger input from the research depart­

merits. At thi'it stage, the Department may take a fresh 

look into the functional divisions 2nd carve out those 

areas '"/hich need to be trMnsf erred as research units 

to the oper? ti on,d departments. Thereafter, the principal 

rejearch d2partment would become a compact officer-

oriented departm~nt. 

Human Resources Development and Administrative 
anc Industrial.Relations (or Personnel 
Relations) 0epartment 

5.53 Some of the major causes of demotivation 

are the outmoded administrative practices and lack 

of empathy with staff. A highly hierarchi~l, centralised 
L 
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and precedent-oriented administrative structure is one 

of the contributing causes of this malaise. To our mind, 

the personnel function in any large organisation in the 

contempor8ry situation has become quite complex cnd calls 

for not only the application of latest tools and techniques 

but also adoption of a proqressive approach in the wake 

of a more deranding and militant society which is now 

emerging. More specifically in our organisation, the 

credibility gap between the management and employees is 

growing and an atmosphere of tension and distrust 

prevails~ That the industrial rel;:ltions are perhaps at 

their lowest e~b. may be the result of not only all 

environmental factors but also our own attitudes and 

behcviou-r. The basic approach has to shift from merely 

ad~inisterinQ a group of persons to developing human 

reSO.ITces in a planned manner S0 as to ensure that 

the organisational requirements of this resource are not 

only adequately met at a given point of time but that 

the~c is a built-in capacity for taking up any challenges 

faced by a key org;misation like ours. This task is 

very challenging and calls for setting up of proper 

systems in the are,a of personnel skills, job specifi­

cation and analysis, career planning, appraisal and 

promotion system, etc. 

5.54 These functions in the Bank need to be given 

due appreci2tion and reorientation, and unless this is 
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done, it Ifrill not be really possible to bring about 

any marked improvement in our organisC1tianal efficiency. 

For, in the final analysis, the Bank's performance is sum 

total of the individual performances and would be good or 

bad, dependin0 upon the ~bility of men we have and their 

motiva tion. 

5 .. 55 There are two specific, separate facets of the 

task, namely, 

a) Human Resources Developnent 2nd Administration 

b) Industrial Relations or Personnel Relations 

Both these aspects h;ave ·become very important. Each of 

the functions calls for high level of skills and 

sophistication and C2nnot be expected to be attended to 

by one single functionary or unit. In fact, at present, 

if \"2 may venture to say so, the industrial relations 

work h~s really become a 'direct' responsibility of the 

Deputy Governor ('ive could have even said the Governor). 

This situati0n cannot continue and structural solation 

for this 2berration has to be found out. 

5.56 VIe have applied ourselves to the problems and 

feel that we ought to r~constitute the ~resent DAP set­

up into two distinct uni ts as mentioned above. 1Ve see 

SUbstantial 3dvantage in this inasmuch as the 

administrative unit could then be more scientific in 

approach and would really be performing the task of 
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providing adequate and proper human resOu~ces for our 

functionS1 More specifically, its policies will then not 

be unduly influenced by consideration of constraints, which 

many a time are overplayed and on account of which 

many desired policy reforms become nonstarters. We have, on 

many occ?sions, not taken initiative in bringing about 

changes primarily because of likely 'staff resistance' and 

in the proces~have lost initiative in many areas. 

5.57 True, there are som;? constraints which may be 

difficult to ignore; nevertheless, there is room for 

improvement and, though feeble, still a chance of break­

through, provided we persevere and approach the problems 

in a systematic way. In many a case, the staff resistance 

can be ascribed to the ad hoc policies, allegedly not based 

on objectivity, equity and justice. There seems to be some 

truth in these allegations inasmuch as we do not have a set­

up whereby we could evolve policies on scientific and 

systematic basis. To some extent, separate set-ups for 

personnel relations and personnel administration would 

remove the deficiencies pointed out above. We would therefore 

strongly advocate the setting up of a Human Resources 

Development and Administration Department under the charge of 

the Chief Manager. This proposed department will take up 

all the administrative functions of the DAF in the areas 

of recruitment, training, placement, promotion, discipline, 
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reti'r ~ment, etc., of our staff. They wou ld draw up prop er 

policijs and administer them. The Chief Manager in charge 

of t 11is func-:'ion will be a personnel specialist and 

will be responsible for personnel administration of the 

entire 8ank, although some degree of decentralisation 

could be atte~pted for exercise of administrative authority 

in consonance with well defined policies. 

5.58 We would now come to Industrial Relations structure 

in the Bank. Somehow a .constant atmosphere of tension and 

distrust·persists and a credibility gap seems to have 

developed between the management and the employees. The 

ma'nagement seems to. feel that any action taken by them for 

betterment of institution's performance will be opposed 

by Staff Unions and Associations and the Associations/ 

Unions on their part seem to smell something undesirable 

in· every act/proposal of the management. The situation 

needs to be remedied and a better understanding has got to 

be developed. This i~ a very challenging task, but we 

cannot expect the ·::o~) ex~cuti'le(s) at every stage to be 

drawn into action for all J:tC'logues, with staff unions/ 

associztions. There is need' for a proper unit in the 

organisation to take care of this aspect - to be primarily 

charged with the function of working as liaison between 

management and the employees; to be an agency which would 

understand and explain the rationale of various top 
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man?geiTlent actions and policies to the employees and 

simultaneously act as moderating agents where it is so 

required. It also must put up the genuine problems 

f aced by the employees to the top management in proper 

persj)ec-cive and with :L2 importance and urgency so that 

the Ilaragerr.-::lt wou::"c seem to act of its own volition and 

not appear ~ ~ be acti~g under compulsion and pressure. 

Again there "1:1S to 1)e a proper bilateral negotiations 

machin 3ry n.:: .. on.LY to oe active during periods of confron-

tation but .... s 2 continuing forum, where periodically problem~ 

of organisation are discussed. An effective grievance redress~ 

machinery for individual cases has also to be set up so as 

"to " .. :lsure that individual cases do not become a matter of 

industrial dispute. All these aspects are well known but 

are detailed only to bring out tha.t this function needs 

to J"'e properly established in our Bank. An absence of 

thi; is perhaps contributing to continued tension in the 

orq':liSi'ltion. Structura.lly, we would therefore strongly 

urge creatio~ of Personnel Relations Department to be 
+,he 

cha !'?CC~. vIIi th/~func ti ons li sted ab ove. The per!; on selected 

as its haa6 should have [)rop er persp ective and aptitude 

and should b'2 able to command confidence of the top 

management as also the staff. He will have to be 

assisted by personnel officers who would act as a sort 
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or welf:!.re o:'='ficers; their number has to be adequate so 

that e~ch ca-':egory of staff is given due attention • 

. PresJL_Sl..:.'1..d Public Relations Department 

5.59 The rresent responsibilities of the Press 

Rel;:--:: j_ ons Di visl on, inter ali a, cover bringing out 

periadical roleases 'Fortnightly Newsletter' and 'Credit 

Info:r:mation'. These activities provide 'ballast' for the 

main work of the Division viz., maintain and improve 

relations with the Press. There is now a greater need and 

urgency to project a strong, positive and dynamic image of 

the Bank through the Press and other audio-visual media 

owing to industrial relations malaise afflicting the Bank 

and the banking industry, growing criticism amongst public, 

press and professionals on RBI's policies, and, the need to 

educate and inform the public on their rights and 

privileges vis-a-vis func~ions delegated to the banks. All 

this possibly cannot be undertaken through the usual 

mechanism of handing out press releases and official 

communiques. The :r.-ole of the Press h,:.lations Division has 

to be enlargAd to that of 1 ress and Public Relations 

Department. It should be ma~ned by experts in the field 

of public relations and publicity VIhr] can take advantage 

of all the publicity media 2nd take the initiative in 

inforrfling thepuolic about RBI's side of the story in 

regard to various policies, its stance vis-a-vis banks, 
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Government and labour unions and m2ke them conscious of 

f aci Ii ties t.1ey can exp ec t from banks. 

Secretary's Department 

5.60 The Secretary' s [,,:~partment 2t present attends to 

the following broad fun·ctions : 

1 ) 

2) 

3) 

open market oper~~ions: 

policy work r.:;la.L i~t! + 0 flo:, ta tion of loans; 

ways and means ~, '3r.CC3 to ~·t;::tte Governments and 

investment -of tr.e:i.r surplus funds; and 

acting as Secretary to the Board. 

In consonance with the role of the Secretary and 

fro[!1 the point of view of functional homogenei ty and 

accountability, we have earlier suggested transfer of 

first two itens of work to the proposed P·ublic Debt 

Man ~ Cj emGnt n::partment and the third to the DAE. 

To our mind the s e three items of work do not have 

congruity wi-ch the role, the 'Secretary' to the Board of 

a"Cc,ntral Bank has to perform. Perhaps, these had been 

tag~ed to the department on the consideration that the 

Secretary, being in closer day-to-day contact with the 

top echelon, can bring to bear upon these portfolios the 

input he receives from them. In the process, however, 

the ro.le cl.'}ri ty C1nd conceptual puri ty in organisational 

de~ign are ~ompromised unnecessarily. 
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5.62 Instead, we conceive of the Secretary's role not 

only CIS a Secretary to tI1e BOCl:rd but as em executive link 

between t:~e Governo-~ and tLe Bank and therefore, to be the 

repository of information on all organisational matters. 

We envisage that thi~ function?ry would be acting as 

Secretary -to the Top Management Committee which we have 

envisaged and which would be the highest decision making 

body in the Bank. 

5.63 Besides this function the activities of this 

functionary would relate to 

i) Committee and Board meetings; 

ii) making arrangements for meetings and 

stay of the Directors; 

iii) arrangements for inter-action with top 

management of visiting dignitaries and 

their stay; 

iv) correspondence wi th internationa~- institutions 

etc., on specified matters concerning Bank; 

v) correspondence wi th Government and financial 

institutions not concerned with 2.':ly s~'ecific 

Department of the Bank; 

vi) follow-up of inter-departmental Committee 

reports/recommendations; and 

vii) secretarial assistance for the top management 

(Governor, Deputy Governors etc.) 
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Exchange Control Department 

5.64 The :.1ain cb j ecti ve of exchange con trol is 

conservation ,Jf the f-Jreign exchange resources of the 

country and th8ir p:-:,nper utilisation in the interest of 

the economic d8ve.Lopment of the country. The entire 

exchange con-l:.rol mechanism which is operated through 

authorised dealers in foreign exchange is meant to serve 

this objective. The various transactions covering the 

entire gamut of exchange control are governed by the 

provisions of Foreign Exchange Regulations Act 1973, the 

responsibility for the administration of which is 

that of the RBI. In the RBI, this responsibility 

has been assigneu to Exchange Control Department (ECD). 

Though the basic policy regarding exchange control is 

chalked out by the Government of India, Ministry of 

Finance, Department of Ec onomic Affairs in consultation 

with the RBI, its implementation is left entirely to RB:':. 

5.65 We have studied the functional rel~tionship of 

the Exchange Control Department with other departments as 

also its internal organisation. The role ~oundaries of 

this department are very clear and therefore 'Ne are in 

favour of retaining its organisational entity and 

relationships broadly unaltered. However, there is a 

case for internal reorganisation of the Department. 
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5.66 Presently, althouoh a broad functional distribution . -

of work exists within th2 department there are certain 

ano . .ia':"L.;s inasmuch as there is no clear cut task based work 

distribution. A fevT functio~ls such as transfer of shares 

from non-residents to residents are simultaneously attended 

to in two/three sections. The nomenclature of certain 

sections is also misleading in the sense that it does not 

reflect on the face of it the functions performed by it, 

e.g. eLA Section - although the name indicates that this 

Section is concerned only with licensing of travel agents 

and money changers, it deals with cases of persons going 

abroad for higher studies, training, etc. Furthe~ it is 

felt that the work in the Department has not been 

distributed on a rational basis. Presumably, as and when 

some new functions devolved upon the department these were 

allotted to sections having less workload. 

5.67 The reporting relationship in the Department is also 

sub-optimal. One officer is sometimes reqJired to rep ort 

to three seniors. There are no recognise( co-ordinating 

units either. Besides the administrative wing, the 

Department is divided into 15 sections, each of which is 

under the charge of a Deputy Controller; some of them 

report directly to the Controller/Additional Controller, 

while others do so through Joint Controllers. This 

pattern needs to be rationalised. 



95 

5.68 The exchange control work consists of certain 

distinctly definable tasks and, therefore, we feel that 

the Department should be organised on that basis and the 

functions re-grouped accordingly. These tasks are -

i) Exports 

ii) Foreign Investments 

iii) Planning, Poncy and Special Studies 

iv) Licensing. Inspection and Statistics 

v) Trade and Agreements 

vi) Travel and Personal Remittances 

Each of these tasks may be reconstituted into separate 

Divisions and placed under the charge of Joint Controllers. 

If the volume of work is not sufficient, even more than 

one Division Can be headed by a Joint Controller. 

The suggested re-grouping will bring allied activities 

under one umbrella, develop specialisation and give proper 

focus to specific tasks. It will also help in bringin.g 

a co-ordin2tcd a0p~0~ch to the department's responsihility. 

5.69 Of the six areas referT.cd to above, at least two. 

namely, Foreign Investments and Exports are rather important 

because they entail frequent liaison with the Government 

and other agencies. As such they need the personal 

attention of Controller/Additional Controller. The work 

of the remaining divisions may be distributed among the 

Additional Controller(s)/Controller in such a manner that 
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each of them is able to exercise effective control over 

the work of the divisions under him. The Group feels that 

COL1s::..cl,;ri: .... g ":he nature C1.nd extent of co-ordinating 2nd 

controlling responsib iIi ty r"equired 2.t the highest level 

within the DGpart~8nt, th~re may be need to have one more 

Additional Controller. 

It may also be ensured that even at lower levels 

one officer reports, as far as possible, only to one 

senior instead of two or three officers of the same level 

as at present. 

5.71 The functional responsibilities, prospects and wo~k 

expectations in the above areas of work are as under :­

i) Exports Division 

Exports are assuming increasing importance in the 

context of the need to augment the foreign exchange 

resources of the country speci211y in view of the 

country's enhanced import bill; esp8cially, t:1e 

mounting cost of oil imports. An all out effort 

has, therefore, to be made to step up th3 export 

earnings. This would be possible only by following 

a very progressive policy in this area. Project 

exports, turnkey projects, consultancy contr~cts and 

joint ventures are some of the new creas which will 

require high expertise and efficient follow-up. 
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We will also have to build up Market Intelligence 

such as : 

a) the major projects in the pipe line in 

potential markets in different countries; 

their profiles such as the nature, cost, 

other specifications, etc. and 

b) the incentives offered by other countries 

particularly by competitors in the respective 

fields. 

A critic~l study of the performance of the 

projects awarded and undertaken so far has also 

to be made. 

This area thus, commands importance and offers 

challenges which have to be met. 

ii) Foreign Investments Division 

Even after dilution of foreign companies into 

Indian companies (the last phase of which will be 

over after the dilution of the non-resident share 

holdings of the Drug Companies) the Reserve Bank 

will continue to deal with all cases of expansion/ 

diversification of FERA companies numbering over 

300. This work is at present handled in Foreign 

Companies Section. Since most of the items of 

work being handled by this Section relate to foreign 

investments, it is suggested that the name of the 
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Section be changed to Foreign Investments Division. 

After suggested regrouping, the Foreign Investments 

Division will take over the work of the present 

Foreign Corrpanies Section and will attend to : 

a) Opening of office by overseas companies/ 

organisations for liaison etc., 

b) Remittance of profits/dividends, 

c) Disinvestment Gf Foreign Capital pertaining 

to both FERA and non-FERA companies, including 

evaluation of shares and other assets to be 

disinvested. This work vdll continue till the 

foreign capital (aggregating nearly &.1,8 00 

crores at present) remains invested in India, 

d) Repatriation of Foreign capital, 

e) Administration of Section 28 of FERA relating to 

appointment of agents, technical and management 

advisers. in India and Regulation and use: of 

Foreign Trade: Marks in India, 

f1 Investment of Foreign Capital in real estate 

~nder Section 31 of the Foreign Exchange 

Regu lation Act. 

It will also be desirable to bring to this Division 

ce:rtain other allied items of work which are being 

handled at present in other sections, to make the 

functions of the Division homogeneous. These items 
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of work are -

a) Foreign collaborations 

b) Ac c cp tanc e of dap os its under 

Section 26 (7) of FEP .. A 

c) Loans and overdrafts 

d) Transfer of shares held by non·resident 

individuals presently being attended to 

by C.P.5ection. 

While on the subject, it may be mentioned that 

although RBI is presently represented on the FERA 

Committee which takes decisions on all matters 

connected with existing foreign investments in 

India, there is no such representation on the 

Foreign Investments Board which deals with the 

prospective foreign investments in India and is 

chaired by the Secretary, Department of Economic 

Affairs who happens to be the Chairman of the 

FERA Committee. Since the implementation of all 

decisions of th8 above Board and their follow-up 

is the ultimate responsibility of RBI, the Bank 

should rightfully participate in the formulation 

of policy rcgaroing prospective foreign 

investments in the country. This will help in 

understanding the thinking behind the policy and 

avoiding references seeking clarification of 
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terms ~nd conditions of such investments. 

iii) Planning, Policy and 
Special Studies Division 

This Div is ion may attend to planning and policy 

work for the Deportment as a whole such as 

preparation of work pl~ns, manpower planning, etc. 

including the t:r.a-inir.l'J of staf"r '.vi thin the Department. 

The Division will also include the proposed Planning and 

Policy Cell which wo hc.ve recommended to be set up 

in each major operMtional department. It will be 

essential for the Division to establish liaison with 

the Ministries of Finance and Commerce and other 

departments of the Bank such as Department of Banking 

Operations and Development, Economics and Statistics 

Departments and the newly proposed Department of 

International Accounts. The work connected with 

fixation of rates of exchange and correspondence 

"~Ii th Fc":'eign Exchange Dec.l~rs Association of India 

(FEDAI) may also be attended to by this Division. 

This Division may also undertc.ke special studies 

on matters like developments in the various Foreign 

Exchange Markets and bring out booklets on topical 

studies. The amendments of the provisions of 

Foreign Exchange Regulation Act and issue of 

notific?tions and the amendment of Exchange Control 
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!\\c>nual/Book of Instructions may also be 

~ttended to by it. 

iv) Licensing, Inspection and 
St?tisti~s Divisions 

Gran t of licences to authorised dealers, airli nesl 

shipping companies/travel agents and money changers 

would be the responsibility of this Division. It will 

2lso attend to the work regarding opening of offices 

abroad by authorised dealers and other licensed 

agencies. Wherever necessary, the Division will 

undertake special types of inspections of the above 

agencies and the follow-up action on the inspection 

reports received from various offices. The collection 

of statistics (including export statistics) will also 

be the responsibili ty of this Division. It will also 

build up proper Management Information System and 

~ttend to Parliamentary Questions. Incidentally, we 

are not suggesting a sGparate Division for Statistics 

at this stage because the magnitude of the work is 

not sufficient to warrant creation of a separate 

organisational unit. When however, this function 

assumes wider dimensions, especially after gearing 

up of planning activ::..ty, the position may be 

reviewed. 
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v) -Trade and Aqreements Division 

This Division will be responsiiJle for attending 

to all matters pertaining to Iraports, Trade Agreements 

with foreign governments, InsurCtl1ce, Foreign Currency 

Accounts/Assets held abroad, Remittance of Surplus 

Passage fare/freight collections, Royalty on books, 

Foreign Advertisements and miscellaneous trade payment~ 

It will also attend to the Opening/Maintenance of 

offices abroad and posting of representatives as also 

the Import and Export of Indian currency/foreign 

currency and gold. It will also undertake the work 

regarding canccll:.:~tion/(]xtl:nsion of forward contracts. 

vi) Travel and Personal Remittances Division 

This Division will attend to matters regarding 

travel on account of business, medical treatment 

abroad, study tours, higher studies, training, confe­

rences and other purposes. The work regarding grant 

of Blanket Permits for travel, 1pt forms/FTS and 

jewellery permits for travellers will be looked after 

by this Division. It will also attend to the work 

regarding engagement of foreign nationals, emigration/ 

retirement facilities, remittances on account of legacy/ 

trust and other miscellaneous personal remittanceS. 

The oper2tions on non-resident account of individuals 

will also be looked after by this Division. 
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§.£E~f.9]:, ~~)-e l: .. a t ~ o.n..--~ __ ~te..sent r al i sat i on 

5'.72 We have, in .Annexure._y_, in(~icated broad areas 

where the department may consider delegating further 

authority to both the Branches and Authorised Dealers. 

We also suggest that the "lork of Foreii:,n Accounts 

Section (FAS) may be decentralised. Before 19~8, the 

work relating to foreign currency accounts and shares 

held abroad by resident Indian nationals was being attended to 

at the Branches. Several questions were being, however, 

raised in Parliament and Press regarding the foreign 

currency assets of the .ex-IUlers. As offices were not 

in a position to supply the requisite information speedily 

and accurately this work was centralised. Since then the 

procedure regarding maintenance of the individ.ual accounts, 

which form the bulk of such accounts, has been sirrrolified 

to a large extent. The instructions have '1een standardised. 

The office of the ex-rulers has als 0 ')e'Cn abolished and 

they do not any longer enjoy any special status or 

privileges. The FAS, at present attends to the work in 

respect of foreign currency accounts/securities and 

immovable properties held abroad by Indian nationals 

resident in India. It also attends to the work relating 

to retention/surrender of foreign currency balances and 

their eventual re-transfer abroad under different schemes 
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prevalent at the moment. Securing annual re Gurns from 

the account holders and their compilation are matters 

which could more conveniently be han61ed by Branches, 

located closer as they ',Iould be to the account holders. 

Horeover, no special expertise is reqUired for this. We 

therefore, suggest that the work of FAS \-,hich is now of 

a routine nature may be transferred back to Branches. 

Along with the transfer of the above work, the \ITork 

relating to supervision of foreign currency accounts 

and shares held by companies/firms on account of foreign 

collaboration or participation in overseas enterprises 

will also ~et tr2nsferred to Branches. We will thus be 

able to serve the public better and reduce inconvenience 

and bother of the outstation parties \-!ho have some times 

to come all the \-lay to Bombay for seeking cven simple 

clarifications. 

5.73 Likewise, the work reGard~n~ p~~~rchase and sale 

of immovable property in India by non-rc~sidents and 

foreign nationals of Indian origin may also be decentralised 

so that such permissions can be accorded expeditiously 

and without much delay. 
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This Department will continu~ GO perform its 

existing functions, viz., Syst8illS st ,1(/ 1 operations 

research, staff suggestion scheme, cU,itj_ng,etc. A 

wholesome feature of its recent activ:Lti-2s has been the 

decentralisation of the function of systems review: small 

cells are proposed to be set up in maj or offices/departn12nts. 

A costing cell has completed its preliminary work and is 

pOised to shortly embark un regular stLldies as per the 

priorities to be indicated by the management. A good deal 

of educational and preparatory work has been done on 

corporate planning by its Corporate Planning Cell; as a 

first step towards the system of planning, budgetary 

control was revamped and the concept of work planning 

introduced. Once the Corporate Planning Department is 

set up this function can then be dissociated from I'LSD 

and attended to by the former. Till 'hi: t time the work 

may continue in this Department. Sirr~larly, for 

functional homogeneity and coordinati':""n, the manpower 

planning wing of the l'1SD along with t:t::, inven tory sys tern 

may be transferred to the proposed I-IurnJ.l1 Resources 

Developr.1ent and AdT!linistration Department when it is 

set up. No other change is proposed. 
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This department presently = c~·~_t:.2d at Calcutta 

is looking after l:.rw fl.~lictions and I"::-r;:ing of non-banking 

companies. During our interaction '_<1. ~~-I the Department 

of Economic Affairs, a view was expr(:)ssed that perhaps 

we could think of shifting this depart:ncmt to Bomoay 

where the RBI management is located. On consideration 

of already high concentration at Bombay we do not favour 

any such view. The structure of the department does not 

need any change for the pre sent. Ho-vrever, if the 

department is required to attend to the work of non-

financial companies, which proposal we learn is in the 

air, a fresh look at its internal structure and hierarchy 

will be required. 

Deposit Insurance and 
Cpe dJt __ Gual'~§Pt~.§.._ CO.l'pg,.r a ~.i.OD~ 

5'.76 Shortly, the vlork relating to 2.cJ.ministration 

of Credit Guarantee Scheme is also e;Oi:'~lG to b2 transferred 

to this Corporation. The Corporation "'rill then deal 

.~.9tal11 with the insurance fu...'Ylction in respect of deposits 

and advances to small-scale industries, tiny/decentralised 

sector and small borrowers. A proper internal organisation 

for the Corporation will have then to be worked out. 
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The status of the Head of the organisation will also have 

to be upgraded in consonance '.lith it:~~nalrged responsi­

bilities • 

.Qor.p2r~te . Plannj~~.p'§'1'.tmen1 .. 

5.77 In Chapter 7, we have cOlTIuentcd at length on the 

need to provide focus and thrust to the Corporate Plru1ning 

activity. We have suggested that at apex level, a group 

of officers with impeccable aptitude be dr~wn from various 

operational, research and staff departments to serve as a 

resource for the top management. For this purpose, it is 

necessary to create a separate department so that this 

fUnction is attended to with priority, earnestness and the 

~,usto it demands. Though its linkage wi th the MSD has 

certain advantages, we feel that only a separate department 

can provide the neces~ary momentum, continuity and 

perservence if this activity bas to shol! tangible resUlt::;. 

As stated in Chapters 6 and 7, this Dej),lrtmerit and the 

Departments dealing with productivity f,Ilctions should be 

coordinated under the charge of an EZ(,,:;1..;,tive Director 

to be exclusively appointed for this rlrpose, so as to 

provide required coordination of this ~unction with MSD. 

1£,gal De'par.tmept 

5.78 Over the years, the Legal Department has seen 

considerable growth, both in terms of references received 
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and staff pressed into service for L.h..: purpose. The 

Department's output represents expGT'. l...:gal opinion on 

c:;;:.ses referred to it 'JY various DepL.-i.' '-,-_):mts of the Bank, 

involving interpret tion of a multi:: .. ,.':: of statutes -

some complicated, others of a routine nature. VJhile 

several cases pertain to laws relatin5 to com~erce and 

banking, quite a few references belong to the area of 

provident fund, attachment of salaries under court 

orders, lease of flats, title of borrowers under the 

housing loan schemes, etc. and cover the Bank's Staff 

Regulations, Industrial Disputes Act, Trade Unions Act 

and Workmen's Compensation Act. Several of the references 

are received from offices and the legal opinion is furnished 

to them direct. Since the Bank has on hand proposals for 

decentralising certain items of work like gr~t of hou3ing 

loans, making of advances against provident fund and others, 

it would be worthwhile posting a legnl officer at certain 

branches to assict the r·Ianager in the scrutiny and disposal 

of cases in the respective areas depefic:.:~ng of course on the 

assessment of workload. 

5.79 Our Legal Department has on its staff highly 

qualified and experienced personnel who are provided with 

required infrastructural facilities in form of an 
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excellent library. The department work hOHever is 

limited to responding to operational references. There 

is a fE:,eling that we are perhaps not ex)loiting our 

work-pot0ntinlities in the area of r:;forms in banking 

legislation as are required to enab::Lo ~lle banking system 

to fulfil its social obligation Tl1is could ~)O attempted by 

this department. 

There are bound to be areas under the Indian 

Contract Act, NeGotiable Instruments Act, Transfer of 

Property Act, Sale of Goods Act, Companies Act, Indian 

Stamp Act and other allied pieces of legislation, certain 

sections which being somewhat out of context in the 

present day circumstances, need to be looked into afresh 

wi th a vie,,, to updating them. There is no indication if 

any work in this direction is being done either by the 

La" Minis try of the Government of India or by the Indian 

Banks I Association. All the sc~me since there is an 

excellent machinery for doing such "lork in the Legal 

Department there is no reason why a de7elopmental role 

should not be performed by that Department. In fact, 

RBI has a stake in it and, therefore it would be 

appropriate if the Legal Department creates a Small Cell 

to undertake review of laws germane to the banking 

industry. Even the various recommendations made by 
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the Banking Lavis ComlJ'littee, currcL''''./ being studied 

by a section in D30D specially set 'J":' for the purpose, 

should be a subject of study for t~l.. 8XJ)Grts in the 

Legal Departnent. 

5.81 The Banking Commission Repo_.<~ilso pointed to 

the need for setting up of a special r:achinery for 

constantly reviewing laws affecting Banldng (vide Sec.4, 

paragraph 21.52). 

l~§~ection ~]§Xtmen~ 

5. 82 Internal inspection work in the RBI has a very 

important role and responsibility particularly in view 

of the fact that the Bank is not subject to audit/ 

appraisal by any Government agency. This aspect needs 

to be appreciated and we ought to give due importance 

and "teeth" to this activity. Somehow, this is just 

not the case and the inspection reports arc taken as 

routine, many of the irregularities . .;ontinu8 to be 

repeated over and over aGain and tho follow up is also not 

very prompt and effective. 

5.83 The inspections arc carried out by two teams 

of inspections and we have already segregated audit 

portion by creating audit teams. Structurally there 
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is not much change required in the orcanisation of the 

department except that the follO\v-'x'~J fL.1.:.1ction which 

presently is done partially by D£;". ;r:lS to be l11ade a 

responsibility of Inspection Depar-:-i:':)~~t itself. At 

present the inspection reports are I-eceived by Implementa­

tion Cell of DAE, they then act on portions relating to 

Banking and Issue Departments and pass on the rest of the 

portions to concerned Department and thereafter act merely 

as post office therefor. There is in fact no responsibilit¥ 

on DAE for the portions other than those related to 

Banking and Issue. Thus, in effect there is no effective 

follow up of inspection reports in the real sense. To 

remedy this situation we suggest that a follow-up cell be 

c onsti tuted in the Inspection Department, 1,vi th headquarters 

at Bombay which will apply itself to the task rigorously 

and put up progress reports periodically to the Executive 

DirectoF under whom the Department is directly working. 

We also feel that there is a need to ilJ-::',)I'ess upon our 

offices and staff that in cases of sCI'ious irregularities 

where re sponsi bili ty has be en deternLilCd by the Inspection 

report, the concerned officials cannot escape the 

resultant punishment. On the same analogy good work of 

officials commended by the Inspector should receive 

recognition and appreciation in a perceptible manner. 
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5.84 We propose no change in this department 

insofar as its organisational s trUC"Cure and !'elationship 

with rest of the departments are concerned. Hmvever, we 

would point to the need for perspective planning in this 

department on a continuing basis so that physical 

facilities do not come in the way of effective discharge 

of Bank's responsibilities. Owing to the inevitable time 

lag bet\.leen the decision to construct and proj ect completion, 

there is pressing need to dovetail the activities of the 

department to the manpmver plans of the HRD&A Department. 

The Department also re~uires greater operational freedom 

so that in the interes t of timely completion of proj ects 

it is not unduly hamstrung by our ex~enditure and 

procedural rules. 

The Bank has set up ZonCtl 7::"~ining Centres, 

staff Training Colle.::.e, College of 4~r::.'iculbural Banking 

and Bankers I Training College for tr:'...2..:1ing of its own 

personnel and that of commercial and cooperative banks. 

The Group has not gone into their org&1isational set up 

and relationship with various departments of the Bank 

and outside institutions as two in-house teams have already 
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been appointed by the management to CC~1C;iJ.ct comprehensive 

re'Tiew of training needs of the Ba..nk ': cJ'~ric::Q and 

officer staff and suggest action for ,.c)"vtding sui table 

infrastructural and other faciliti8s :.'_11 consonance with 

the emerging needs. 

Merger of Issue and Banking 
.p.§l?-art m~!l:~J9.s,Q}:ln t ~,~. .~.~ ... ~. 

5.86 Incidentally, we understand this aspect is 

receiving the attention of the marugemcnt for quite 

some time. The contemplated merger, if and when it takes 

place, will not result in any structural change - work of 

both the departments in any case has to bG divided on the 

basis of specific tasks and specialisation, into the Issue 

and Banking Departments at our Branch::;s and Cu.rrency 

Management Department and Department of Accounts ane: 

:Sxpendi ture at Central Office level, as proposed by us. 

Since this problem is more akin to sy~..;tems rationalisation, 

the Group has not looked into it. 
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CHAPTER - 6 

TOP tfANAG EMENT SET-UP 

6,1 lhder the present dispensation, the.Q.g facto 

heads of the Central Office departments are the Executive 

Directors or Deputy Governors (where EX9~utive Directors 

are not appointed), The Chief Officers, thou~h de jur~ 

heads of the Departments, GO not have final authority on 

all operational matters. In some areas like sanction of 

limits, release of exchange, authorisation of credit, 

opening of branches, issue of inspection. reports, etc., 

quite a few cases are put up to Executive Director/Deputy 

Governor. In the succeeding paragraphs, therefore, we 

have attempted to define the roles and responsibilities of 

top management cadre so that, on the one hand, only the 

progressively important cases move up the organisational 

hierarchy and, on the other hand, the bonafide powers of 

the departmental heads are restored to them. 

Executive Directors 

6.2 We have found it nece-ssary to break up the present 

bigger departments into smaller, cowpact and hom~geneous 

departments. With the increase in the number of departments, 

the importance of co-ordination function will increase 

somewhat depending upon the degree of inter-action required 

between constituents of erstwhile IIgenus" departments. 
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Since we envisage the role of an Executive Director as one 

of co-ordin0tor (final operational head only in respect 

of exceptionally fe\"' items of work), such an arrangement 

would entail sanction of a couple of posts of Executive 

Directors. The idea is not to add a tier between Deputy 

Governors and Departmental Heads but to ensure day-to-day 

co-ordination amongst departments dealing with allied 

work and afford needed relief to the Deputy Governors. 

In other words, it is not necessary to have, as a matter 

of course, for each of the departments both an Executive 

Director and a Deputy Govcrno~The Executive Directors 

are expected to play pivotal role and act as catalytic 

agents in bringing about the fusion of operational and 

policy matters. It is for this reason that Executive 

Directors may have to take care of some of the operational 

matters where it is not advisable to vest all the 

discretionary powers in departmental heads. 

6.3 As a logical extenti on of this id,~a, vIe f eel that 

assigning an Executive Director exclusively for one 

department is not advisable. 

6.4 We have attempted identification of areas where 

Executive Directors will be required. The principles 

followed are : 

i) departments encompassing work of allied 
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nature arc grouped under one Executive Director; 

ii) depa~tments, ~here questions of policy, secrecy 

and status are l7.nked wi th oper2tional decisions, 

are grouped directly under the Deputy Governor, 

and such depart~ents ~ey normally to be headed by 

officers in ver;, senior gredes say 'F+'; and 

iii) there should be equitable distribution of 

workload. 

A chart depicting the proposed scheme of distribution of 

portfolios is given at the end of this chapter. 

Deputy Governors 

6.5 The Deputy Governors should be freed fran their 

day-to-day operational responsibilities by entrusting 

these to the departmental heads, or residually to the 

Executive Directors. They would thus have sufficient 

time to concentrate on planning policy and control 

functions and provide linkage with the Government, 

financial institutions and other ag,2ncies. They 

would be dee~ed as the real leaders in respect of 

policy planning and control of departm.::mts uncer their 

charge. A concomitant feature of their leadership role 

is motivation and development of at least the senior 

officers of their respective departments. Therefore, 
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they are expected to periodically meet at least senior 

Off ic ers of their departmen -:s and get to know the 

perception of problems and sugqcstions from them. This 

will not only ensure a greater degree of participation 

and involvement amongst the officers, but also open up 

a very good channel of communication and fe2dback for the 

Deputy Governors. 

Governor's Office 

6.6 The direction and guidance of the Governor may 

generally be necessary mainly in the following areas : 

i) Monetary and credit policies. 

ii) Liaison with Government an0 international 

insti tuti ons 

iii) Matters put up to the Central Board 

iv) Matters cutting across departments of two ot" 

more Deputy Governors 

v) Statutory reports of the Bank 

vi) Corporate p13n~ of ell depa=tments 

vii) Productivi ty me<:sures and industrial 

relations, and 

viii) Appointment of ;Aanagers and Heads of 

Departments. 



118 

6.7 The Governor, as far as possible, may not be 

made a party to day-to-day decisions so that he is in a 

position to reserve himself as a final arbiter, guide, 

and consul tant~ whenever required. 

6.8 The Governor may c.lso consider visit:i_ng by 

rotation all the Central Office departments and Branches 

at -least once a year, and meet a cross-section of officers 

at informal gatherings. While no rigid rotation schedule 

can b esuggested for Governor or the Deputy Governors; it 

is expected that the points of contact will be many and 

qualitatively freer to ensure maximum advantage. 

Top Management Committee 

6.9 At present, before the weekly meetings of the 

Committee of the Central BOard, the Governor, Deputy 

Governors, and the Executive Directors meet informally 

and thrash out important problems of common concern. 1Ne 

would like to suggest a more formalised system of group 

decision-making so that the!'e is clarity about the scope 

of such ItTop ManagemGnt Commi ttee il
• 

In future, all matters whi~h -

i) cut across the departmental lines, 

ii) would mean a major shift or change in the 

existing policy, 
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iii) affect the organisation and administrative 

policies of the Bank, 

iv) affect relationship with the unions and 

associations, and 

v) are likely to affect the image and working 

of the Bank 

may be brought before this Committee and views of 

colleagues sought. While the decision will finally be 

that of the concerned Deputy Governor (and Governor, 

wherever necessary), the system will ensure that decisions 

are generally taken with the necessary input from the 

collective wisdom of Executive Directors/Deputy Govern 

Moreover, a system based on collective responsibility o~ 

the lines of 'cabinet' system of working can thus be 

initiated. The Secretary to Board should act as executive 

secretary to this body and should take up the responsibi­

lity of ensuring that all relevant matters are brought 

up before this body and that the cecisions taken are 

properly communicated. He should also act as information 

channel for the Committee. 

6.10 There is yet another ir.1portant function this top 

level body has to undertake. The RBI has a responsibility 

to translate into its policies the expectations of the 
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people as communicated by the Government insofar as 

banking policies are concerned and basically ensure that 

the activities of the Bank subserve these policies. A 

cri tical analysis of our working and philosophy adopted 

by us with respect to this qoal and initi2tion of 

periodical corrective action is to our mind the responsi-

bility of this Committee : 

Planning and productivity function 

6.11 Following serv~ces and activities come under the 

umbrella of single function of increasing productivity of 

the Bank while achieving its objectives with optimal use 

of resources : 

i) Corporate Planning Section 

ii) Systems Study Section 

iii) Manpower Planning Section°'!­

iv) cperations ;{esearch Section 

,,) Co:;-ting Cell 

vi) Staff Sugge.3tion Scheme Section 

vii) Budgatary Sontrol Cell 

viii) Implementation Cell 

ix) Manual Revision Section 

x) Inspection 
and Audit 

xi) Determination and enforcement 
of employee work norms 

(* policies evolved by DAF) 

) 
) 
) 

I 

MSD 

DAE 

Inspection 
Department 

DAE/DAP 
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6.12 Thus, under the existing set up, for increasing 

productivity, cost effectiveness 2,nd systems review and 

rati onalisation, there are 4 departments viz •. M2[,agement 

Services Department, Inspection Department, Department 

of Accounts & Expenditure and Department of Administration 

& Personnel. 

6.13 There is a great need for co-ordination and 

integration in thG above activities. For exarr.ple, 

without a Corporate plan and its constituent annual work 

plan, no worthwhile projections about demand forecasting 

of manpower can be made. Since manpower costs account 

significantly for the total budgetary allocations, the 

budgetary control exercise also is at present built on a 

shifting base. Simultaneously, costing is ancillary to 

the concept of economy of expenditure - the underlying 

rationale for instituting budgetary control. Systems 

monitoring and review is a+.tended to by Inspection 

Department, Management Services Department and Department 

of Accounts & Expenditure. Co-ordination is sought to 

be achieved through th2 mechanis~ of Imple~entat~on 

Cell. But this attempt has apparently not yiGlded 

desired results because it acts more nS a post office 

rather than a clearing house of ide~s and a decision­

making unit. To cap it all, the work regarding 
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manualisation of systems is done on decentralised 

basis by all departments, with the result that some of 

the d,~n;:lrtments t8k~ years to update their operational 

and inspection mr3nllals. Such delays and adhocism in 

this important fac2t of Bal1k's functioning tell upon 

the efficiency of officers and Branches. Thus, over the 

past decade or so, not much impact has been felt by the 

Bank insofar as rationalisation of systems and economy 

of expenditure are concerned; nor for that matter 

responsibili ty be fixed on one department or specified 

official/s. Further, since items relating to planning 

and· efficiency consti tl1te just one of the many function: 

of DAE and DAF, naturally these do not receive their 

undivided attention. 

6.14 Accordingly, in order to ensure co-ordination, 

fix accountability, f acili tate development and tr2inin~, 

of officers in the tools and techniques of productivi ty 

science and provide the right kind of thrust and directio' 

to the important omnibus task of planning and productivi 

we recommend that an Executive Director may exc1usive1~ 

be assigned the responsibility of planning and 

productivity function. He would generally oversee the 

progress in respect of the areas enumerated earlier 
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and, if necessary, periodically call for progress report 

and meetings of their in-charges to ensure co-ordination 

c.nd help remove operational obstacles. This is being 

suggested to give the task an integrated dimension and 

importance. Further, the officers looking after these 

activities should be selected on the basis of their 

qualifications, age, skills and willingness to work in 

these areas. There should be free rotation of personnel 

between the different departments/divisions of this 

group of departments so as to ensure cross fertilisation 

of skills and ideas. 
I ~J4... 

(Chart on page n). 



, 

, 

6l~IVS DIR~TOR(l) 

~lanning Ie ?roductivi tY] 

1. Corporate 
Planning' 
Department 

2. ~gement 
Services 
Department 

3. Inspection 
Depa.rt.ma nt 

4- Department • 
of Accounts & 
3:cpendi. ture 

1,_-

12~ DISTRIBUTION OF PORTFOLIOS AMONG DEPUTY GCJVL~crnORS/~XECUTIVE DIRECTORS 

Dgp(JTJ GOVmNOR (1) 

, 

1. HUJDBll Resources 
Development and 
Administration 
Department 

2. Personnel 
Relations 
Department 

3. ~change 

Control 
Department 

, 

~acuTIV3 DIR~OR(2' 

(Bank:ing Opera. tiona ) 

1. Department ot 
Banking 
Operations am 
Development 

2. Small-scala and 
Dec~ntralised 
Sector 
Department 

3. NOIPB8Jlld ng 
Companies 
Department 

• ~enditure Control and Mamlal Review 
'..Iork onl1. 

GOVERNOR 

D3POTY GOV OOlCR (~) 

, 
" .. 

1. Credit 
Plann:ing ard 
Policy 
Department 

2. IDiustrial 
Credit 
Depa.rt:Joont 

3. InternationU 
Accounts 
Depa.rt.lD!tnt 

I 

.... _--------------. 

" .... .. 
" " 

, , 
• • 

I TOP MlNAGEl£tn COMMITT~ 
( GOV ~(]l D3PU'I'Y GOV ~.NClBS 
, AND 3XEMllE DIR~C':'ORS) 

.. 
.. 
" " " 

Er.CUTIVE DIRFL"rOR(3) 
(Research) 

1. ~ollOmiC 1. A.gr1aul tural 1. 
Department Credit 

2. Department ot Depa.rtJIQl t; 2. 
Statistics Agricultural 

3. Department ot Refinance a.Di 3. 
Data Bank 

Developmc t 
Corpora tiOD 

(IA-BA.RD ) 4-

2. Deposit 
Insurance and 
Credit 5. 
Guarantee 
CorporatioD 

3. Currency 6. 
MaDage.ant 
DepartaeDt 

" .... .. 
.... 

.... .. ... 
3;CCUTIV~ DLl:;CTOR(4) 

(Servic'~s & A~enc1' ~:dt) 

Premises 1. Sec 
Depart.mnt 
Legal 
Department 

Computer 
Services 
De?artment 

Public Debt 
M!l.na.::;eme nt 
Odpartment 

Press Ie Public 
Relations 
Departaent 

DepartJl8nt ot 
Aocounts I: 
k?endi ture £ 

£ A.ccounting and Book keeping Work. 

retary 



125 

CHAPTER - 7 

7.1 During the course of our study ot the organisational 

structure of the Bahk o~~ aspp-ct that came Olt in sharp 

focus is the near aomplete absence of any planning 

mechanism. The Manageme~t planning and ~ontrol function 

in the Bank is individual-based and therefore the 

performance to a larger extent is dependent upon 

leadership qualities of the individUal. The organisation 

does not have a "Sensor1" mechanism to look into the future 

horizon - even fOr short time. Again owing to unwieldy 

size of the departments, proliferation of fUnctionaries 

at various levels and ·diffusion of on!? spec!fj c -tas!" or 

resp~nsibility amongst more than one departmental and/or 

functional heads, the concept of accountability in terms 

of performance and results has remained somewhat submerged. 

7.2 A need for well structured and formal planning and 

control system for an organisation like RBI cannot be 

over emphasised. Conceptually, the planning and control 

by the Bank should operate as under: 

i) The top management should specifically indicate 

as to what they' wish to achieve in various areas 

over a period of next 3 to 5 years. In case of 

the Ban~where responsibility is specifically laid 



down by the statute and profitability is nut an 

organisational goal, the top management will have 

to indicate "strategies" to be adopted for 

fulfilling the responsibilities taking into 

account the political and socio-economic 

environments in which the RBI will be operating 

during the plan horizon, preferably synchronising 

with the Five Year Plans of the Government. 

These guidelines will cover all the areas and 

functions. 

ii) The guidelines which will be subject to annual 

review will form the basis on whioh the various 

departments should draw up their annual work 

plans so as to take the organisation on the right 

path. Technically, therefore, the departments 

would be required 0 prepare work ~)lans which 

would be sub-sets of the tote~. plan. 

iii) The work plans so prepared by departments will 

have to be specifically approved by the Deputy 

Governor/Governor so as to ensure that they 

represent the top management expectations. 

iv) This work plan of departments will be carried 

down the line; thus, for each of the division/ 

section a specific plan of action over the next 

one year or so will emerge. 
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v) A system of appraisal, say, at quarterly 

intervals for Each department and division 

will have to be organised to ensure optimum 

performance. Apart ·from ensuring management 

control, it would foster a sense of accountability 

in the hierarchy. 

7.3 What we have talked here is a concept ofl~orporate 

Planning and Annual Work Plan System"on which the 

manag.ement has already ini tiat~d action. However, 

organisationally, to implement such a mechanism, 

considerable amount of work will have to be done and 

specific infrastructure created. A Corporate Planning 

Division has alreadY initiated work in this direction in 

the MSD but so far its activities h9.ve.mairtly been 

concentrated on informing, pe.rsuading and convincing -

and in short "educating" - the departm€nts about the 

need, rationale and. mechanics of planntng. The exercise 

has now reached a take off stage. W€ would .. therefore, 

sugg~st an infrastructure as under:-

i) Corporate Planning which in",rolves formulating 

"directives" which the top management would like 

to give to the Bank has to be accepted as a very 

important activit~ in the Bank and given its due 

place. The Corporate Planning work group has to be 

the Deputy Governor's!Governor's resource and 
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should be manned by officers of acknowledged and 

impeccable ability frOm various operational and 

research departments such as ACD, DBOD, ECD, ED, 

DS, MSD etc. This Group has to have authority to 

draw upon resources provided by the entire 

organisation. This Group should b~ the apex 

unit for planning and monitoring activity in the 

Bank and should be accepted as such. To give it 

the requisite status and authority, this Division 

should eventuallY be deli;nked from the MSD and 

placed under the charge of a separate chief under 

overall charge of an Execut1 ve Director who should 

be exclusively earmarked for lIplanning and 

Productivity" function. Creation of such a 

regular multi-disciplinary group is a neces.:,d ty 

as all our efforts in the past to integrate 

planning activity through a ferum of Planning 
) 

Officers' monthly meetings, etc. have failed to 

evoke satisfactory response. This Department will 

also oversee work relating to formulation, 

monitoring and review of annual work plans of 

the departmental heads. 
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In all departments in Ce~tral Office, Planning 

cells will have to be set up which will be an aid 

to the departme~tal head in the function of 

preparation of short and long term plans. They will 

also coordinate with the Corporate Planning 

Department in the evolution of a Corporate plan 

and developing a system for_periodical appraisal. 

At Branches, which are operational units, the work 

involved would be more in the nature of work 

scheduling and feed back. For this purpose 

a Planning Cell will have to be provided as an 

aid to Branch Manager. 

Since expertise acquired from research backgronnd 

and use of statistical techniques would be of 

great help in planning activity, it may be 

advisable to draft officers, to th2 extent 

necessary, from the Economics and Statistics 

Departments to the planning units indicated 

at (ii) and (iii) above. 
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CHAPTER - 8 

MANAG EMENT DE\! ELOPM8\~T 

Param~ters for organisational perfor~ance 

8.1 The level of Performance of an organ~sation 

depends on inter-action of four factors viz. , 

1) structure, 2) systems, 3) people and 4) tasks. Thesl 

in turn, operate within certain environmental parameters 

like financial system, industrial relations, technological 

and social developments, etc. Thus, the overall 

performance is dependent on two sets of forces - internal 

and external (please see chart at Annexure VII). Organi­

sational structure is just one of the four internal 

factors that determine the level of performance. 

Additionally, the nature and clarity about the tasks of 

the Bank, the people occupying various organisitional 

positions, especially the top management cadres which 

provide the leadership and can influ(.?nce and manoeuvre 

oth er factors, and, th e sy stems 2nd pr'Jc edures would 

have significant impact on its performance. 

8.2 The terms of reference of our Group enjoin us 

to ensure that the organisational structur2 is conducive 

to achievement of tasks set out and throws up the right 

kind of leadership. However, since by itself the structure 

cannot provide the panacea for the ailments of the Bank, 
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we have ventured to make observations on related aspects 

as well. Thus, in Chapter 2, we hc'1Ve highlighted the 

framework of our tasks- present and future. Considerable 

clarity about tasks and objectives cOl,ld be achieved if 

the exercise on corporate planning and annual work plans 

gets going in earnest. An on-going review of systems 

and procedures is the responsibility of the MSD which has 

recently strengthened its systems wing by initiating 

action to integrate systems review with the regular 

activi ties of Branches and Central Office departmen ts. 

To this end, small cells are being set up in major 

Branches/Central Office departments. What now remains is 

the fourth factor viz., people. To this now we address 

ourselves. 

Motivation 

8.3 Let us take up first the issue of motivation. 

Why is it that we (officers and staff) have not been able 

to give our best to the Bank? We have attempted to 

capsulise various ailments, their analysis and obvious 

solutions in the chart at Annexure VIII. A few salient 

features are discussed further. 

Motivation - top echelons 

8.4 The officers in the top echelons are clearly 

perturbed by virtual stagnation on two fronts - monetary 
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compensation and promotional avenues. The salary gap 

batween grades is slowly reducing. Added to this, there 

is the fact that after reaching Grade 'F' there is no 

knowing when, if at all, officers can aspire to get promotion 

to Executive Director's and later Deputy Governor's 

posts. This is so because of lack of any firm policy or 

convention as to what proportion of these top posts 

would be filled up by officers from within. The uncertainty 

in this regard and seething discontent at the top echelons -

and occasional outbursts and voicing of these grievances 

before those whom they are supposed to lead and set an 

example to - seriously undermine the morale and motivation 

of the rank and file. 

Motivation - middle level officers 

8.5 At the middle level, officers are clearly 

agi tated over impending stagnation at the top, staring 

them openly on two fronts, as also a number of~'irri tants" 

viz., lack of perks, absence of clearly understood 

policies on administrative matters, growing indiscipline 

and absence of any reward and punishment system. The 

practices ab out placemen t, transf ers, training and 

promotion of which generally DAP is the fountain-head 

are the butt of r4dicule and trenchant criticism. 
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Motivation - lower grade officers 

8.6 At the lower strata of officers' hierarchy, the 

people are either not attuned to th,,?ir newer and wider 

responsibili ties of the officer class, or they worry 

themselves to inaction on account of imminent transfer 

out of their 'home' states and away from families. The 

officers in Grade 'A' and 'B', barring few exceptions, 

do not feel themselves to be part of 'Management'. They 

consider themselves more as those to be led rather than 

those who could demand, mould and improve performance 

of vast multitude of Class III and IN staff. Apart from 

this sense of alienation, what is disquieting is the 

growing feeling of listlessness or helplessness amongst 

even the brilliant young direct recruits. One gets a 

feeling that they are either totally dejected and have 

despaired of any results or grown utterly impervious to 

their environments. In either case, when it comes to 

the crunch, perhaps even they might be found sadly wanting. 

Motivation - clerical staff 

8.7 The clerical staff has acquired, over the years, 

a relative ascendancy and power, thanks largely to their 

organised might and militancy. In some quarters, it 

has led to growing indiscipline and insubordination. 

Generally, the staff seek a role and authority consistent 
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with the clout they are capable of dealing on the vrgani­

sational issues, till recently vi~wEd as the preserve of 

management. Thus, their morale, by and large, is high 

but when it comes to translating it to better outturn and 

efficiency, somehow nihilistic attitude supersedes. 

Motivation - subordinate staff 

8.8 The organisational strength and militancy of 

the subordinate staff has brought the Bank to standstill 

on more than one occasion. Their capability to paralyse 

work and comparative freedom from excessive fixation with 

codes of conduct, norms of behaviour, etc., have vested 

in them a degree of confidence and bravado bordering on 

defiance of authority and discipline. They too have shown 

that they are a force to be reckoned with on matters 

affecting the work procedures, work environments a .. d 

especially their rights and privileges. 

8.9 We have described the general mood, attitudes 

and behaviour of the various categories of staff and officers 

not with a view to painting a dismal picture of the 

organisation and its future but only to diagnose our 

ailments, some of which surely could be traced to our 

ambience. The top management has been conscious of the 

malaise and though sporadic efforts have been made to 
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rectify the situation, no perceptible impact has b~en 

felt of many an important measure owing to countervailing 

force of the remaining factors, inertia and philosophical 

acceptance of the problem as something inevitable and a 

necessary evil. So, what is required to really make a 

dent is the package of measures, structural, administrative, 

relational, etc.; action on which may have to be initiated 

almost simultaneously so that the one reinforces the 

others' beneficial impact instead of spending itself 

against one or more -seemingly insuperable impediments. 

8.10 We now turn to the diagnosis of the serious 

ailments leading to low motivation, low commitment, low 

productivity and ultimately to sub-optimal resu~s. 

Alongside~ we also indicate corrective action to be 

initiated. Some of the measures have already been 

enunciated in earlier chapters but brief recapitulation 

here has been made to emphasise their ~elevance not only 

from structural angle but from the poin~ of view of 

management development. 

Future orientation 

8.11 During the course of discussions we have had 

with the cross-section of officers at various centres and 

departments as also with bankers and government officials, 

we have been repeatedly told that in terms of knowledge, 
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expertise, probity and celerity, the Reserve Bank officers 

have few equals. While the Reserve Bank officers are 

thorough, painstaking and blessed with analytical acumen, 

people outside the Bank seem to feel that there is more 

of reactive element to Reserve Bank's policies and actions 

than anticipatory and pro-active orientation. They feel, 

notwithstanding the conventional and orthodox characteristics 

of a central bank, the Reserve Bank has to be fully alive 

to its environments, the opportunities and threats they 

pose, make an incisive assessment of its strengths and 

weaknesses, and prepare a blue-print for each of its 

maj or tasks and responsibilities co-terminus with the Five 

Year Plan objectives and targets. In ·the absence of long­

term planning, the actions and policies of our major 

departments would lack continuity and direction and give 

an impressi on of b 8ing adhoc measures tak ::0 wi th a view to 

Overcome operational hurdles. With t\is end in view, we 

have elsewhere recommended setting up of Corporate Planning 

Department and Policy and Planning Cells in Central Office 

Departments and Branches to provide the right kind of 

perspective for planning at the grass roots and apex 

levels. 

Opportunity to show initiative 

8.12 Officers at various centres and departments 

impressed upon the Group that owing to proliferation of 
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hierarchi~l levels and lack of delegation, they are 

precluded from bringing to bear their talents, perspective 

and dynamism on the work that passes through them. While 

in an organisation of our size with six regule.r levels of 

officers, 6000 strong, multiplicity of levels to some extent 

is unavoidable and freedom of action and decision may not 

be possible to the desired extent, f or developing our 

young officers and equipping them to shoulder higher 

responsibilities, they must be given sufficient authority 
held 

and simultaneously/accountable for specific tasks or jobs 

entrusted to them. Unfortunately; over the years, the 

division of work and responsibility in our organisation 

has followed a centripetal pattern. It is for this reason 

that we have suggested widespread deleg0tion and decentra-

lisation so that sufficient importance and scope are 

available to officers at Branches. o.i similar lines even 

in each Central Office department its~lf there has to be 

considerable amount of down-the-line delegation. tVe must 

also aim at expeditious disposal and provide for skipping 

of levels. The first task of the new Policy and Planning 

Cells in various departments and Branches should be to indicate 

areas where delegation is immediately possible and also 

the extent to which level jumping can be resorted to. 

Simultaneously, it would help a lot if each department 
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and Branch organises on a formal basis discussion groups 

in different functional areas of the Reserve Bank's 

working wherein young, ju'nior officer; could participate 

freely and give to the management the benefit of their views 

and suggestions and mix freely ,'Vi th tho senior officers. 

Accoun tabili ty 

8.13 Owing to multiple levels, lack of responsibility 

specification and absence of any quantitative target 

setting, accou~ability in terms of results or achievement 
L 

is almost totally absent. While it may not be possible to 

have quantitative indicators for many of our activities, 

it is still quite possible to lay down broad objectives and 

targets along with specification of qualitative parameters, 

within which jobs have to be performed. Such an exercise 

would demand availability of job descriptions for '2ach post, 

system of annual work plans and periodical appraisal for 

reviewing the performance. These could well be the 

offshoots of the total planning concept which we have 

adumbrated earlier. 

Reward and punishment 

8.14 The management's right to reward and punish, 

both by financial and non-financial incentives/discentives 

has been eroded over the years owing to various factors 

like, growing militancy of organised associations, 
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increasing awareness oE rights and p~ivileges amongst 

staff, extensive codification of rules and regul~tions 

on disciplinary matters and frequent resort to and 

protection from Industrial Courts/Tri!)unals. Still, 

one of the potent weeJpons left in the hands of management 

is grant or denial of promotion, notwithstanding the 

Services Board and its system of selection. The management 

can reserve a percentage of posts in each grade for the 

most meritorious. Towards this end, we may have to give 

up the concept of promotions according to seniority-cum­

suitability at least for the reservedposts. The merit­

selection system should operate for all grades, specially 

while selecting the heads of the departments and offices, 

in the context of our recommendationsfor enlarging the 

role of Manager and vesting of complete operational 

authori ty in the departmental heed. S,~lec+ion and placement 

of these officers will.. he,ve to be don,' ','J:" th greater care 

and rigour and the management mioht consider, apart from 

the quali ta tive criteria, the remaind?r service bef ore 

retirement as well as minimum years of service in the lower 

grade. Assuming we have to find about 40 to 50 officers 

in Gr.'F' and above with reauisite qualifications skills 

and experience, succession plans for each of these key 

p os ts will have to be prepared early this year its elf so 

that gaps and deficits in training and experiences are 
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identified and corrective action taken in good time. A 

preliminary analysis (as on 1st January 1980) attempted 

by us shows th~t apart from 2bout 20 officers in Grade 'F' I 

there are 30 officers in Grade 'E' with remainder service 

of three years and over, and service i:1 existing grade of 

over one year. As against this, the requirement of 

officers in Grade' F' and above during 1980 even after 

taking into account about a dozen upcradations and 

additional posts (possible sequel to acceptance of our 

recommendations) would be around 24. It would therefore 

seem that, to start with, we have just enough of the 

requisi te human resource. The situation would be somewhat 

difficult if conditions in regard to age and eligibility 

are tightened, and, for really selecting the "besV', the 

field of eligible candidates to top positions is enlarged 

to say twice the anticipated vacancies. Detailed analysis 

is at Annexure IX. The MSD has alre2dy initiated action 

on review of promotion policy and proposals are under 

consideration of the management. 

8.15 Similarly, deputation for training abroad or 

assignments abroad should also be reserved for the most 

meritorious instead ~f treating such opportunities as 

something to be equitably distributed amongst all 

irrespective of th2ir relative merit. Needless to aver 
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simultaneously oreater scope may be afforded in terms 

of opportunities to the deserving o~ficers. 

Inbreeding and introve~t attitude 

8.16 At one of the meetinC1S, Cl. Government official 

tellingly brought home the point th?t ouer the years, the 

image and performance of Reserve Bank has suffered somewhat 

due to the tendency of its officers to live in their own 

cocoon and a m?rked reluct2nce to expose themselves to 

external environments and stimuli. iVe find this attitude 

reflected even within the departments of the Bank. Each 

department zealously guards its own information-base. 

boundaries and procedures and there is minimal inter­

action and sharing of experiences for the common good 

of the Bank. To some extent, this feature can be ascribed 

to the rigid department-wise seniority prevalent till 

recently. Though departmental seniority barriers have been 

breached, in effect there is little tr3ffic between the 

departments especi2l1y at higher level-so INhile over the 

next few years the resistance to 'inroads' from other 

departments might weaken and eventually vanish, there is 

decid8dly need for opening more avenues for outside 

recruitment. At present this is confined to the lower 

grades viz. 'A' and 'B'. This reouires to be extended 

to higher grades as well, in departments where technical 
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skills are 2t a premium, viz., Premis~s DeDartment, 

Legal Department, Sconornics Dep2rtm0'!t, Department of 

Statistics, Man?<;ement Services Depc-r-':ncnt, Press and 

Public Relations Department, Personnel aelations Department, 

etc. While throwing open some posts in these departments 

to outsiders, care must be taken to ensure that no one 

inside the organisation with the requisite qualific?tions 

and experience is denied leoitimate opportunities or 

overlooked. Simultaneously, we must arran~e with corrmercial 

banks and the Government to have exchange of officers 

at middle or higher levels on reciprocal basis so that 

on the one hand our officers working in the banks 8nd 

Government can appreciate their special requirements and 

problems and on the other, officers posted from Government 

and banks in the Reserve Bank can bring to bear on the 

policies and actions of the Reserve Bank, >ragmatism and 

proper perspective. The commercial b2nks were very much 

enthusiastic about such short tenure e~ch~nge programmes, 

whereas the Government, ')ecause of disp2ri ty in scales of 

pay, were somewh~t lukew2rm to the sucgestion for 

accepting Reserve Bank officers in the Secretariat. The 

Grou~J however feels that if this is pursued vigorously, 

the Government might be inclined to accede to the exchange 

programme on reciprocal basis. 
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Administrative practices 

8.17 We have already referred in this Chapter to the 

irritation, annoyance and demoralis~tion caused by 

administrative practices. "mile a lib'?ral attitude and 

outlook in enforcing the rules 2nd regu12tions to the 

advantage of the steff core called for, mocern methods of 

management would demand presence of qualified personnel. 

Simultaneously, there is need to follow an open-door 

policy in Administration Departments and Divisions so that 

capable and qualified personnel from all the functional 

departments and divisions can hav2 ~ccess rtnd opportunity 

to know and work in this so-called service department. 

One of the ways in which the situ?tion could be improved 

is to segregate administrative activities from personnel 

relations. !"/e have alreaoy made 2, suogestion in this 

regard. As regards the industrial relations situation 

and long term policies on staff matte~s, let us pursue 

a consistent, positive policy based on more matter-of­

fact approach and then perhaps we will 0e able to see 

the results soon. 
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CHAPl'ER - 9 

IMPLEMENTATI O~ }AECHA ~,T"[3M -
9.1 The Group has gone through a complpx a~d fairly 

long-drawn-out process of studv and analysis, dialogues 

and discussions before formulating its views and spelling 

out its reco~e~dations. The changes recommended fall 

mainly under the following categories: 

i) structural reorganisation, both at the Central 

Office and at the Branch lpvels. 

ii) Corporate planning as an essential discipline 

in the administrative process. 

iii) Manag.ement development as a remedy for the 

organisational ailments of the institution. 

Although recommendations on these three areas form 

a comprehensive package, they are ca~ablp of being taken 

up for implementation either concurrently or independ~ntly 

of one apother. In fact, as a matter of st~ategy, the 

Group would very strongly recommE''1d that the entire pac'kage 

be taken up for implementation immediately. 

9.2 Long-established practices, like old habits, die 

hard, and the culture of the Reserve Bank is no different 

to permit any departure from the time tested traditions. 

Good many a recommendation put forward in all honesty and 



insight in the past have floundered and been lost 

sometimes, for want of administrative patronage, or at 

other times, because of deliberate neglect. There is 

every likelihood of the Group's re~om~Gndations meeting 

a similar fate unless certain built-in provisio~ is made 

to forestall such an eventuality. It is in th~s context 

tha t the Group would strongly recommend that the 

l'€structuring exercise be initiated without making 

special efforts to seek formaltsed concurreDce of the 

Heads of Departments. In fact, before formul&.ting the 

reeommendations, the Group has formally invited views from 

and discussed tentative suggestions with the Heads of 

Departments and Managers. There need not, therefore, 

be another marathon effort to win over their acceptance 

of the package. If the top management are convinced of 

the relevance and value of the Group's suggestions, they 

could consider issuing an administrative fiat for the 

implementation of the entire package of recommendations 

under the three broad heads listed above. This 

methodology would certainly not be unreasonable considering 

the fact that the recommendations at various embryonic and 

developmental stages have been discussed with officers 

and Heads of Departments, both in Bombay and at all 

other centres, and have also been put to searching 

scrutiny at the Workshop organised at the Bankers' 
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Training College. Broad aspects have also been discussed 

with the top executives of the Ban~. 

9.3 1. tr!dency to compromise is another evil one has 

to guard against. Quite so often, 11'1 an attf'mpt to please 

or to safegnard the interests of certain secti ons, reports 

are either put into cold storage or a truncated version is 

handed down for actual implementation. This has the 

~fect of reducing the expensive effort to an exercise in 

futility. The Group would plead strongly ag~inst any such 

treatment. 

9.4 So far as the organisational structure for 

implementation is concerned, we suggest that an Executive 

Director, or an officer of sufficient status, nay be 

specifically assigned to oversee the modalities for 

implementation to be worked out by an Implementation Cell 

specially set up for the purpose. MSD could be asked to 

provide secretarial assistance to this executive. The task 

should be undertaken on a time-bound programme not 

exceeding say one year, withjn whlch the new strl1cture 

should be seen in action. Monthly progress should be 

reported to the Deputy Governors and Governor so as to 

ensure that obstacles and impediments, if any, are rooted 

out at the initial stage itself and the achievement of 

ultimate objective facilitated. 
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9.5 The exercise on Corpora te planntng ought to be 

given the importance it deserves. The MSD is separately 

working out the modalities of introducing the discipline 

as a long-term arrangement and it is expected that top 

management would authorise its implementation. 

9.6 Management development is an altogether new 

approach and the morale of the Bank's staff as also 

productivity would depend largely on the degree of 

success that the Bank can achieve in this area. Human 

resources development and personnel relations are 

crucial and challenging areas. For th~se areas, once again, 

the Bank would need to spell out a tirne-bo·und prograrrme 

for taking a conscious view of the situation and lay 

down the plan of implementation. Th~!e areas should 

be under the direct control of a Deputy Governor, 

who can provide the right motivation and right direction, 

so that. the programme of the implementation proceeds on 

the predetermined lines. 
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CHAPTER - 10 

ACKNCYJJ LEDGE ME NT S 

10.1 We Are extremely indebted to the Go~re-r'''or, Deputy 

Governors and Executive Directors for giving ,-:~ t-''!e 

opportunity to apply ourselves to this onero~s task and for 

the guidance we received from them on some ticklish 

issues. We also owe a lot to the Departmental Heads and 

Managers who have given a great deal 01 their time and 

attention during the course of our discussions with them 

and their officers. 

10.2 We are indebted to the Chief Executives and senior 

executives of the banks who agreed to have discussions with 

us at a very short notice and gave us an insight into their 

problems and thinking. Similarly, we owe a great deal to 

the officers of Government of India, especialiy of the 

Ministry of Finance, who helped us to get a proper 

perspective and an understanding about the Government's 

experiences of and expectations from the Bank. 

10.3 Our special thanks ~re dUE to th~ respondents to 

the questionnaire issued by us, who had to.'.(" en ~re3. t pai ns 

to put down their thoughts and ideas in a cogent and 

succinct manner. Finally, our grateful thanks go to all 

the officers and staff - especially of MSD - who have 
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given us many useful hints and advice. A sppcial 

mention should also be made of onr stenographe rs aTld 

Typists in Management Services Department who faced ~any 

odds to type and present this report despite t~e short 

time available to them. 



ANNEXURE L 

ORGANISATIONAL PROBL-r:'MS AND THEIR SYHPTOMS 

Sr. 
No. Problem 

1. Over 
centralisation 

2. Lack of task 
system 

3. Absence of 
planning 
machinery and 
effort 

Symptoms 

i) Space problem jn Bom~av. 

ii) Long line of hierarc~y -
dE'lay in d ecis~. on- rra'r i ng. 

iii) Concentration of authori ty 
lpading to frlJstrat~ on, 
demoralisation, lack of 
opportuni tv to de'Tf'lop 
mana B;e ri a 1 and de ci si on- making 
sl{flls. . 

iv) Pore employment and promotion 
opporbJ.ni ti es at one centre. 

v) Heavy workload for officers 
leaving little tjrne to 'think'. 

i) Work organised with activities 
as a base without r~lating 
these to specific tasks 
resulting in a,bsence of work 
plans. 

ii) Actions required for achieving 
specific tasks are distributed 
in various units and therefore 
there is no cl~ar cut role­
boundaries. 

i) Required to deal with 'fait 
accomnli ' • 

it) R€'sc11rc~s not avaj lable at 
proper ti me. 

iii) Poor per¥ormance in the exercise 
of work nlan which is the base 
for ~ldgetary exercise • 

••• 2 



Sr. 
No. Problem 

4. Lack of 
information system 

5. Lack of 
'research' input 
to operational 
policies 

- 2·-

_Symptoms 

iv) Long-term planning apppars 
t.o be onlv some concept and 
0iffic1]lt to translate into 
action on acco~~t of 
environmental cnnstraints. 

v) There is virtllallv no planning 
machjncrv or even effort in 
th:is direction. 

1) Large numbf'r of returns/ 
statempnts called for and 
considerable overlapping in 
the matter of collection of 
data. 

ii) Inordinate delay in collection 
of data thereby making 
informa tion useless in 
decision-making. 

i1i) Absen0e of feedback system. 

iv) Sub-optjTal com~unication 
system. 

i) The research departm0nts have 
cells for ~Tarious op:?rating 
func t ions bu t \<lorl{ .q1'TloS t. 
indepen~entlv o~ thE' 'felt' 
needs of oppr8. ti rnA 1 dE'partmC'nts. 
These dspartmcnts see~ to feel 
tha t they are res r11r ces only to 
Deputv Gmrernors. 

ii) The operational depart~e~ts 
carry out U"'pir Oi .• m sVdi es 
and take d2ciQions/~akE 
recomme''1da ti ons \.,ri trlOUt the 
aid and assista~ce of resparch 



ANNEXURE - II 

SUMMARf OF DISCUSSIONS HELD WITH OFFICERS 
OF RE:SER'IE BAl~K OF INDIA AT VARIOUS CENTRES 
Ii,lCLUDING CENTRAL CF FleE DEPARTMENTS 

1, .Rcl e of Res erve Bank of Indi a 

1.1 There was a mixed reaction to the question whether 

the Reserve Bank is fulfilling its role as a central 

banking authority and is discharging its regulatory, 

supervisory, advisory and developmental functions satisfa­

ctorily. Quite a few felt there are certain areas in which 

there is scope for improvement. These areas were identified 

as management of currency, supervision and control over 

banks, service to the public, research effort and its 

relevance, etc. 

1.2 There was a general feeling that the Bank's policies 

in regard to central bank credit to the Central and State 

Governments h2.ve not been effective. As regards supervisory 

functions, although it was acknowledged that we have achieved 

some success, the defects both of major and minor nature, 

continue to exist in the working of commercial banks despite 

inspections. Likewise, the Bank's effort in evolving a 

strong co-operative credit structure h~ve met with only a 

limited success. 

1.3 Some officers held the view that the Bank should 

concentrate only on traditional functions and part with the deve­

lopmental functions; especially the one relating to agricultural 
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credit may be ceded to a separate agency such as the Agricul~ 

Development Bank of India. Howeve?r, some othe.rs f 2el 

that there is nothing wrong in ca:..-rying Gn developmental 

functions. They f81 t, we, should not draw a parallel 

wi th tLe other cent:-al ba.nks of the '.Jor'.d or copy them. 

Size of the? organisation s,ioulC: have ·5,.':·~·.relation to the 

size of the country. The d2velopil'c:nt21 functions are 

extremely important and should continu2 to be i~tegral 

p art of the Bank's responsibili tie?s. The Bank should not 

shed its developmental role. It should, in fact, involve 

itself in such role more actively. 

There is yet another· view: though developm~ntal 

functions are the main responsibility of central banks in 

developing countries, after a period of nursing. where 

the concerned institwtions attain maturity the function 

should be separated and attended to by a new organisation 

which may cOY1tinue to maintain some link with the central 

bank. These officers felt that we should also bear in 

mind the impact of the separation of such functions and 

creation of new institution on the c~reer dPportunities 

of the staff and attempt to establish them as subsidiaries 

of the ce?ntral bank. 

1.4 It was also f~lt by some? officers that the? growth 

of the Bank has not been commensurate wi th the growth of 
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its functions/responsibilities. The traditional functions 

have definitely suffered on account of taking up of 

developmental functions. The performance of RBI is judged 

from the day-to-day impact of its various activities 

through which it comes in contact with public like note 

issu2 and exchange, receipt and payment of moneys, public 

debt servicing, etc. These activities seem to have been 

generally neglected. 'Ve have alw?ys tried to find out 

s orne short cuts, with the result the dep artments like 

Deposit Accounts Department, Public Accounts Department 

and Issue Dep2rtment have not expanded commensurately with 

the increase in activities in these areas. The staff 

position to-day is totally inadequate and people are 

somehow carrying on. Asked whether conceptually a central 

banking authority should not be compact, the reaction was: 

ilOur country is different. The institution has 

to grow, and tha size should not be a constraint. 

Th2ra has been phenomenal gro~!Jth in currency in 

circulation and in number of banks and branches. 

So there is defi~itely SCOp0 for opening som~ 

more offices/sub-c{fic~s at le2st in the area 

of currency. O ", t" n C ,:m s ~.O e r p l. (;-: of size no item 

of w~rk should be p~ssed on to commercial b~nks. 

:'1e should organise ",1011 and h~prove our 
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functioning. By handing over the functions 

to others, we are not solving the problems. 

We sh:::.uld try to solve them ourselves instead 

of PQ3sing on the same to others. More and 

more organisations will present '-he prob lem of 

-:oorc:in2tion. If we solve tl12 problems wi thin 

the institution, it will reduce the overhead 

costs. il 

1.5 Yet another view expressed was that in the recent 

past banks have been as ked to do too much - even the 

Reserve Sank of IndiC) has been asked to do too much. The 

expectations of U.2 society £rom banking system have 

reached dizzy heights. S') gaps between performance 

and promise are widening. Banks do not find sufficient 

time and resources to cope up lII.'i th these expectations. 

This lacunae has to be understood and steps taken to improve 

the situation. 

1.6 A large nUl:lber of officers fclt th?lt there has been 

erosi on in the D;;'nL IS, i_.:tono:ny. TLe !i.f3 I has lost its 

independence ("Ind oI:;jecti'<_·c·:. It ic (>~.·c:nti.::l1 to establish 

it fi rs t. Th,~ B 2nk s hJuld b 2 Lji,'~U:L::: cd from the inf luenc e 

of the Government p arti cu 1 <:; '':''1,;" th e f::-·-; ,:'J ently changing 

gove.rnments ~t the cen~r:? 21,~j thGir p'):.:tical motivations. 

RB I should be inl ep end ent anb f ort;-ri0Lt in advisi ng the 

Government. 
• •• 5 
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2. Organisational Structure 

2.1.1 There is a view that the structure of the Reserve 

Bank of Inoi a has grown big s ome'.vh2 t on ('ln, cd-hoc basis. 

It has not been assessed whether the growth is healthy, or the 

organisation scientific?lly structurad. ~2 have grown 

without bothering about 0ur o=ganisa~icn. The restructur-

ing should be done on functional ):);3$is like Agricult~ral 

Credit, Industrial Cr3dit, 3~?11-ScRl~ 2nd Tiny Sector. 

2.1.2 Another vi ew is t! Ie t there is no need of a 

major restructuring. The present st~ucture has by and 

large stood the test of time. Those who believe in 

restructuring state that the criterion for rBstructuring 

should be functional efficiency and not administrative 

convenience. Some officers feel that we should have a 

zonal set up at least for certain purposes. Afew officers 

however, sU9gested that we should have regional offices 

under the charge of Executive Directors, and the Governor 

and De~uty Governors should concentrate only on formu­

lation of policy, like cr ?di t and monetary polici es, and 

cnsure their implementation. 

2.1.3. Yet another s~t of ~fficers felt that the 

organis3tion~l structure has not stood the tost of time. 

There is no decentralisation. Everything is centralised 

in Bombay i.e., the Central Office. The policy formulation 
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has to be region-wise. Only the broad national p~licies 

could be evolved or decided upon at the Central Office 

level. Their modificati'Jn 2nd implementation should be 

left t~ regional offices I!vh~ should make the? necessary 

changes dcpen~ing upon th~ local rCGuirem2nts. The 

regional offices s: JulC:function 2S :":jT.onomous units. 

2.2.1 It is felt hy some officers th~t the Economic 

and Statistics Departments have grown unwieldy 

and may be pruned down. S::mle others f eel that separate 

economic cells be createG in all departments to equip 

them to avail of economic expertis~ in evolving oper2tional 

policies. IjIJhile the officers of the Economic Department 

could concentrate on basic research on monetary and credit 

matters, operational analysis and short term policy guide­

lines could be attempted by the economic cells in various 

dep artrrtents. 

2.2.2 The other set of officers feel that the Economic 

Department should remain a separate entity as et present. 

It must, however, rovamp its activities in such a manner 

that they prove more useful to the ~rganisation. They 

should be responsive to the needs of the operational 

dep2rtm'2nts. As regards the day-to-day requirements of 

the departments, each department should have its own 

research unit so that it can look into various problems 
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arising ouring the course of th2 functioning and take 

remedial measures. 

Some officers have suggested th2t data collection 

be centralised at one place instead af it being collected 

by various departments. Tha departm2nts concerned should 

tell the data gathoring department about their needs. 

2.3.1 There was a ~ener~l feeling that the methodology, 

content and format of DBOD inspection of banks should be 

simplified. The inspacti~ns should he made more meaningful 

by looking into : 

a) the composition of the inspection teams, 

b) th0 items they should cover, and 

c) the duration of the inspection. 

Inspection should be done on a selective and 

qualitative basis. More and more emphasis should be given 

on aspects like performance, systems, responsiveness to 

socio-economic needs, etc. As rGgards routine matters, 

graater reliance should be placed on the internal 

inspectio~ machinery of the bank concerned. 

2.3.2 Another suggestion was to examine the practicability 

and advisability of having 2 n0W organisation for inspection 

(this organis2tion could be a subsidiary of the RBI). This 

need was felt as it was found th~t the banks were subjected 
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to repeated doses of inspection by different departments 

f h B 1 ' t" k " k .. . ,.. . t . o t e anc ana ll.~re lNas mar co .I.<'C OT unl:COrml y ln 

their approach, methodology and rep~rting. 

2.3.3 Most of the: officers felt tl"'t inspection is a 

nGccssity though it takG.s -time t.) fe01 its benGfit. In 

such matters, th.:? cost of D2i insp<)cting (though difficult 

to ascertain), should bo r?12v~nt, rathG~ th?n the cost of 

inspection. Ther-,fore, th:.? quC'1ity of inspections, the 

expertise required ~nd the cant~nts of the inspection 

reports - all should improve. If nccess?ry we may consult 

bankers and ascertain th~ir reauirements. It was stated 

by a numb~r of persons th2t the quality of inspection has 

suffered as a rGsult of the inter-mobility and the posting 

of inexperienced pers~ns. 

2.4 One view is th3t tho work of agticultur2.1 credit 

can be giv2n to th~ ~gricultural Development Bank of India 

on the pattern of IDBI. The other view is that this work 

should cOlitinue to r:::ITl2in with the RBI but inspectian 

of cooperative banks shoulc: be simplified. It should be 

done on a selective and oualitative basis. For routine 

matters, reliance should be placed on internal audit. 

2.5 Treasury work should be tr~nsfetred to nationalised 

banks. There should be a separ~tQ unit in Central Office 

to deal c~clusively with accounts and budgetary control • 
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The currency work, i.e. Currency ~cti8n and Nationalised 

Banks Section, sh:mld be at 'Jne place. 

2.6 There is need t8 have a closer look at our systems 

and ?rocedurcs to mako them more meaningful as the systems 

which '."J2r2 evolved '!!hGn the clJrrcncv circulation was very 

small d) n~~ 2ny lon~er hold good. 

2.7 As rJ~ards ~~~~ctiv0 n~tes, m~re powers should be 

cieleg2tcd t;: thl? ')2[1\:5 end INS should have only a limited 

or perc2ntage scru~iny in out offices. Destruction of 

soiled notes may ?ls~ be decentralised and the notes 

destroyed with the help of chest officers under the super­

vision of RBI officials. 

2.8 As regards supply of fresh not~s, the notes may 

directly ~e supplied by the Press to the link branches of 

State Bank of India. 

3. C2ntr~~ Office ~ranch RelatiJnship 

3.1 [;105 t of th2 Offi c drs have a feeling tha t there is 

too much :)f centraiis8ti')n of power in Central Office, so 

much sa that in cer"~:n d0partments pr~ctically all the 

decisions are taken in Centrel Office. This leaves hardly 

any initi?tive with the branches and delays disposal. 

They have, t:12rofJr:2, suggested :thC't more and more powers 
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should be delegated to offices. The delegation could be 

in different areas like 

a) financial; 

b) administrative; and 

c) functional. 

The regiona 1 offic es sl' au -.d ',~_ ~f: ve!1 power 5 to 

sanction leave and transfeL ;t: d=- .J;).~>.' ~\J-('tain cadres. 

Central Office should del:q?t~/d9centr1~ise more and more 

to branches and CC"-jcentr"1-~,(;·ml,/ on i'olicy matters and feed­

ack. 

Two things are essential for effective delegation 

a) Communications from Central Office should be 

clear, unambiguous and complete, and 

b) Officers at branches should feel confident 

in exercising the delegated powers. 

~hould be seen that all circulars issued from time to 

Lme are properly indexed. Various manuals should also be 

revised and updated. 

3.2 There should be greater lateral mobility. We should 

be selective in ap~oint"lent of ;~lanage:::-s. It should also 

be ensured that Central Gffice is manned by persons having 

grounding in branches, anci, postincs in Central Office should 

be tenure appointments. It will ensure pragm2tic policies 

and guard against creation of vested interests. 
. .• 11 
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3.3 The Manager should function as the head of the 

office. He should be the top functionary at the regional 

level and dissociate himself from the day-to-qay function­

ing of specific areas like Banking, Staff, Estate, etc. 

He should only oversee the functioning of various departments 

and be the real in~charge of the office. He should have 

direc"': touch with thE) top :~.3nagement and departmental heads 

at Central Office. He should co-or~in2te the various 

activities at regional lev~l takin0 into account the 

regiona I requirements. Hi s powers and role should be 

clearly laid down. He should have greater authority. He 

should also act as an important functionary in policy making 

and help Central Office in framing proper policies. 

3.4 The details of tha functional powers to be delegated 

to offices and to the diff~rent functionaries at offices may 

be worked out oep2rtment-wise with the help of committees. 

3~5 To quicken the decision-making process~ some 

officers have suggested level jumping. The routine matters 

COUld be decided by officials at lower levels and the 

policy matters by officials at higher levels. Proper 

control mechanism may be introduced for an overview and 

control and for keeping the higher ups free from routine 

matters. They may, however, be kep't posted about the 

various developments ·in the departments. 
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3.6 There should also b~ cle~r comQunication channels 

between the Central Office and the branches so that the 

staff in br~nches have a cle~r cut idca of the Central 

Office thinking. Perioejic:al visi-:s by Central Office 

personnel may be h:l~ful ~n this reoard. The Executive 

Directa·rs and Depu i " GO\!8::ncrs s:'Jo'uld \isi t other centres 

and hav'2 tal;(s wi·l.h o~ficers to fl;:V':'; 1')8tter inter-action. 

4. Planninq 

4.1 In reqard to planning it W2S pointed out by the 

officers that there is no organis8tion worth the name 

existing at Central Office to look after the planning 

function. Officers are generally tied down with routine 

work. They have no time even for prop er sup ervi si on of the 

work done by the staff working under them. Even at the 

highest level, no time or thought is devoted to the planni~ 

aspect. Things are just happening. The people at higher 

levels,incluoing Deputy Governors,should not be bogged 

down ,!·i th routine ""ork. They should shed some of their 

file work and devot~ time to the planning function. 

4.2 30(::; officc,,:,s felt that there should be a multi-

disciplin.2~Y cell 2t the Central Office level to look afte! 

the planning work. Ther2 may also be units at each centre 

to Ii ai s e Vii th the Centra 1 Off ic e. The planning c ells at 

regional 12vel should study the problems of the region 
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concerned. It was also suggested that the research units 

at various centres should also do research conn~cted with 

func ions of the Bank. They should re-align their activi­

ties in such a way that they prove useful to the o.Jerational 

departments. They should be fully geared up to undertake 

new challenges 2nd take into account the regional problems. 

4.3 Some officers, however, felt that conceptually a 

separate planning department is alright but not in practical 

terms. It will add to the work load of each department. 

Though some sort of planning is being done in the departments, 

there is lack of proper coordination. Conceptual planning 

and operational planning are different things. It is 

desirable to have planning, research and development cell 

in each department instead of centralised planning. They 

felt that subjects like branch banking cannot be entrusted 

to an outside body, as outsiders do not have a feel of the 

situation. Such jobs can better be handled by the depart­

ments concerned. If necess2ry, the ~epartments may borrow 

the technology from the central plannin~ unit or the research 

unit, if any, but the plannirlJ ".titl'in t:!e department should 

be undertaken by the planning unit 0: the department 

concerned. 

For ensuring coordi n2tion, W~ can have an inter­

departmental conmi ttee at top lev:21 consisting of the chiefs 
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of the various ciepartments like AGO, DBOD, GPG, etc. on 

matters which cut across different depClrtments. This 

committee can work unGer an Executive Director. 

5. !':10tivaJ;ion 

5 .• 1 At pr(~sentthere is no sense of belonging to thG 

institution. All ~ ?rsons seem to je 21ienated from the 

Bank. This situ~tio~1 has o,,:veloped over the last few years. 

Immediate remedi21 me~surcs ~houl~ be ~aken to look into 

this malady and get over it before tlH? ::;ituation worsens any 

further. 

5.2 On the question of motivction, some people said that 

money is the most important motivating factor. If the Bank 

is not able to give higher emoluments for higher responsi­

bilities, they should at least compensate officers by giving 

them better st~tus in the organisation, providing good 

working conditions like better and ~orc space, furniture, 

tel3phone, etc., 3.nd giving perquisites to the officers in 

accordance with th~ir status. 

5.3 Th8TG shauL, ".J(~ proF-Jer planninq in 

a) placem2nt of staff; 

b) promotions; 

c) training; and 

d) transf ers .. 
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The functions of recruitment, training, placement and 

promotions should be r~lanl1ed Clnd (:')0rdinated effectively. 

A complete inventory of personnel should be prepared. 

Proper planning in r~~5pect of tl-:.e 8bove '."Iill help the Bank 

to get th3 best out of the officers. 

5.4 There is need to cllange t:1G recrui tment policy. 

Eighly qualified poople 2re not re~uired for the posts of 

COin/Note Examiners in the Bank. The placement of staff 

should be made accordinq to the nature of job and the 

calibra of the people. ~\Iherever promotions are not quicker, 

status may be given to the staff by redesignating the posts 

suitably, e.g. clerks into assistants, typists into head 

typists, etc. 

5.5 It w~s also suggested that training facilities 

available to the officers both inside and outside the country 

should improve and be designed for c!evelopment of persons 

so thct they prove more useful to the Bi'lnk. The existing 

training feci li ti es are inadequate. TIlere should be no 

constraint on 3ccount of age of tlle officer/staff. 

5.6 It has also bean pointed out bv many that promotion 

opportunities are not conmensurate ~ith the expansion of 

the Sank. They are also not comparable with other banks. 

No one should stagnate in a particular gr~de for unreasonably 

long period. Steps should be taken to remove stagnation in 

the cadre of Assistant Treasurers. • •• 16 
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5.7 Many voiced their resentment against interviews for 

higher posts. Selectivity, if introduced, will take away 

the motivation of hundreds of persons detained at these 

inter-vi GW'S. In prof!10tion, more weightag e should be given 

to pel'form~nce. 

5.8 The confirmation of officers should not be delayed. 

They should 08 confirmed as early as possible. 

5.9 The transfer policy should also be rationalised. 

The bogey of indispensibility should be removed. The policy 

should be made Known to the officers anQ as far as possible 

applied uniformly. Bank should also help officers in 

solving their problems of accommodation, education of 

children. etc. on their tr~hsfer to the new centres. 

5tlO The Bank should also try to remove the pin-pricks 

of various kinds to the officers and reduce their hardships. 

Rules should not he interpret~d ~gainst the interest of the 

officers or applied rigidly without going into the meri ts 

of the respective cas(::s. The medic3l facilities should be 

liberalised. 

5.11 The industrial relations climate in the institution 

has to improve. IlL:! lank should not compromise on principles 

of discipline. Peop12.?Le losing th2 sense of belonging 

to the institution bscause of such compromises. Erosion of 

••• 17 



- 17 -

discipline has undermined the efficiency at all levels. 

The Bank should sign an agreement with workers' unions to 

bring about a code of conduct binding on the various 

categories of employees. Ther2 should 21so be a grievance 

redressal machinery for speedy and impartial decisions. 

5.12 

5.13 

Reward and punishment system should be introduced. 

The im2.<]:: of th~3ank has r::;one down Over the last 

few years. C-:or improving the i88g2, tr;,:::re is need to 

improve service to customers. The officers of the Bank 

have also lost their image vis-a-vis Government. There 

should. be two-way trClffic of deputations/ app ointmen ts 

between the Government and the Bank at various levels. 

5.14 The Bank should not go in for appointment! 

extension of term of superannuated officers. 

5.15 Mobility has not delivered the goods. The quality 

of 'Nark has suffered because of inter-dePartmental mobility. 

5.16 

5.17 

Periodical meetings should be hold between 

a) top executives and other officers/staff, 

b) heads of departments and other staff. 

Ther0 is need to have a close study of : 

a) Staffing pattern of each and every section/ 

dep artm;;nt, and 
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b) Budgeting of st2ff and norms for output 

of individuals. 

5.18 We should un~ertake C03t contr01 exercise for major 

activities. 



ANNEXURE - I I I C!II:a,.,. ~"'''.- ~-=- .. ~- .... -:- ____ ,,-- _ 

SUJvIHARY OF DISCUSSIONS \rJITH THE 
9rr~~~~SCF Blu~KS ~~~ _______ _ 

~o ma1{e tl:.~ eJ:ercise on the reorganisation of the 

Rese:"ve Ba.1k really mc.:..ningfUl, it was considered necessary 

to have discussions with a selected few banks to know what 

they expect ~f the Bank. Accordingly, the Group met the 

Chairmen and top executives of the following banks in 

Bombay, New Delhi, Bangalore, Manipal and Nangalore in 

December 1979 and January 1980. 

i) Union Bank of India, Bombay. 

ii) Central Bru1k of India, Bombay. 

iii) Dena Bank, Bombay. 

iv) Bank of Baroda, Bombay. 

v) Ne'v-l Bank of India Ltd., New Delhi. 

vi) PU":1j ab National Bank, New Delhi. 

'irii) Canar a Bank, Bangal ore. 

viii) Vijaya Bank Ltd., Bangalore. 

ix) Syndicate Bank, Manipal. 

x) Corporation Bank Ltd., Mangalore. 

2. The purpose of the exercise was brought home to 

the banks and the executives vlere requestea to give their 

free and frank opinions. The discussions centred on 

important areas as under:-
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i) Currency management 

ii) Credit authorisation 

iii) Supervision and control over banks 

iv) Exchange control 

v) Agricul tural finance 

vi) Data collection by Reserve Bank 

vii) I!1~fOlvem~~nt 01"' b;::~n!:s in the formulation 
of Reserv,' Bank '2 policies. 

A gist of the dis(;'---lssions under some of the above heads 

is given belmn 

Banks have generally been willing to co-operate 

with the Reserve Bank in so far as opening of currency 

chests is concerned. There was however, a feeling that 

the Reserve Bank's stipulations rebarding construction 

of vaults were too exacting. The rea] constraint is the 

inaoility of State Governments to provide armed guards for 

the currency chests. Thus, in several cases, al thouf,h 

cunstru.ction of vaults was over, no use could be made 

thereof for many months. In certain cases vaults were 

rsa .. dy at centres l,vhere banks had proposed opening of 

branches but the licence therefor from the RBI w-as being 

awaited. As for destruction of notes, barring some 

reservations, mostly the ~)anks felt this could be left 

to the m s !J.bj ect to the Reserve Bank being prepared to 

make its experts and expert guidance available to them. 
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4. Credit authorisation 

Banks, by and large, were highly critical of the 

Reserve Bank's role in the administration of the Credit 

;_l'~horisation Scheme. While there is no dispute as such 

1." ('.It the need for disciplining banks in the mat ter of 

cr\'~c,it being made available to borrowers in consonance with 

tb2 Tandon Committee recommendations, what the banks resent 

is the um'lelcom:; involvement of the RBI in sanctioning of 

inGividual linuts which tantamounts to taking commercial 

decisions. The observations made by banks on this sUbject 

are broadly as under:-

i) The central bank of the country should 

concern itself with only macro level 

credit planning, leaving the micro level 

planning and decisions excl usi vely to the 

banks. 

ii) Appraisal of proposals, assessment of 

credit Ivorthiness and prescribing the 

security is purely a commercial banking 

decision and should be left totally to the 

banks since they alone are ultimately 

respon3ible for the decision. 

iii), Reserve Bank's circulars on the subject 

reach the banks much after the policy is 

announced in the financial papers. Such 
situations should be aVOided. 
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iv) Reserve Bank should a~prcciatc that, 

in operational areas, banks have decades 

of experience [;i,nd ex-p2rGise. Directions 

prior :~sL'.ltation svith erG or tHO banks 

to aro, , the i;:::cue of 8.n::ndr:-lcmts every now 

and th8rJ.. 

v) flouting of Res<.;rve Bank 18 c'irec tives affects 

the imase of n(l"~ only the; b81lking community but 

also of the Heserve Bank. Further, bLll1ks which 

rigidly comply i-lith directives are at a 

disadvantage. To prevent this, there should 

be 8 orne 3 ys tern for a)plying s anc t ions agains t 

defaulting banks. 

vi) Credit authorisation which started as a 

simple proposition is now ac~iring a 

s tran8lGhold on banl{s. The time has come 

for tho; Roserve Bank to trust the banks, 

t:::.ke a fresh look at the scheme and revamp 

vii) Public pronouncements of HeseI've Bank 

relating to violation of credit measures 

by banks based on the misbehaviour of one 

or bliO banks, tarnish the in'(a2,e of even the 

law abiding banks. Public criticism should 

be discreet and specific. 
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viii) Reserve Bank should prohibit the CAS parties 

approaching its officials direct for the 

purpose of expediting the clearance of 

proposals. Reserve Bank should have no 

dialogue with such parties except in the 

presence of a reprosentative of the lending 

bank. 

ix) Credit plan should be a long-range plan so 

that banks knovl ".That role is expected of them 

for, say, a period of fi,ve years. Changing 

the policies at frequent intervals, throws 

the plans of banks out of gear. 

x) CAS forms and statistics should be made less 

complex and less cumbersome for the borrowers 

and banks alike to cor.~pile. 

5- §~~~rv~si~nand control over banks 

Banks do agree that inspection by the central 

bnnking authority is imperative. \.Jhat they feel is that 

the system of inspoctions as it is obtaining today is 

cumbersorn.e, outmoded and useless. l,f,:tin iSSUES are listed 

below:-

i) More im:)ortance is E;iven to individual 

borrowal accounts and banks are informed of 

defects which they are very well aware of. 
This work is best left to the internal inspectors • 
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ii) Considerable time is spent by insp0cting 

officers discussing the orgruLisational 

structure of banks and con~aring it with 

structures obtaining in othE.;r banks. 

This des0rv0s to be deprl~ca ted. No t;1;O 

banks need be alike. Neitl~'::;r dOGS the 

Reserve Bank \1;;:1t 'c,hcm to :lG SO. 

iii) R8sGrve Bar:l: ~'~·i':;·l~j Sh:: if its inspecting 

officers a:'.~ r2 a2..ly CiJYl1;"..c! tent to make systems 

studio,,; or ';c ~onnnClit upon organisational 

structures of banks. 

iv) Whilu too m~ch tiroo and energy is devoted 

by inspecting officers to non-essentials, 

no positive comment is offered on it~o~tant 

issues like a bank's credit policy as such, 

or the kind of communication system established 

with the branches. 

v) Inspection reports 80 into avoidable dotails 

making~heiTI more bulky c1nd taking much longer time 

to finalise the report. .As a r8sUlt, the 

follow-up \"hich is really vi tal, gets diluted. 

vi) Calling for progress reports as an inspection 

follo1v-up has become n10chanical and baYlks get 

no feed back on the periodical reports filed 

by them. 
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vii) The entire inspection system of the 

Reserve Bank sh ould be posi ti ve and 

achievement-oriented, advising banks 

what to do rather than telling them 

what not to do. 

viii) Too much attention is paid to complaints 

receive~ from clients and members of the 

staff, some of which are ~~onymous. This 

encourages mischievous elements and the 

number of such complaints, some even of 

imaginary nature, shows big rise. 

S •. :§?Cg.h.~·Il,ge_ Conrt..r:?~ 

Important observations made in this respect are 

Given below: 

i) Not all the banks authorised to deal in 

foreign exchange have the same resources or 

competence to make the best use of such 

resources. It \vould not be proper, therefore, 

to apply the same yardstick to all the 

authorised dealers regardless of the magnitude 

of their operations. 

ii) ~Btters relating to r2duction in the export 

proceeds should be left to authorised dealers 

upto certain stipulated limits. Every case need 

not have to be referred to Reserve Bank • 
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iii) The limits fixed for seeking the prior 

clearance of the Reserve Bank for making 

forward sales~o it by authorised deal8rs 

arc unrealistic wd neco u-: upvTard change. 

i v) Blanket p~;:,:,mt ts for fQr8i~: ... 1 travel should 

--, ... c;inc.:;s • 

v) ~·!'.:..ile dw ::\,.,8::'-'--'-;; r·s.!1I·~ i ~ .:·i:~1tly concerned 

aoout traiclinc l~_.· y;r~: C -_, ,_:":,=. Y,].n.-'1ing foreign 

exchan~c; dc;:r:;artmc'Ilts 01' l:,;cY.iI~K;rcial banks, it 

may also make vigorous efforts to equip its 

own inspecting offic~rs with the requisite 

skills as they are called upon to undertake 

more and more complex work and use sophisticated 

techinque s • 

7. Data ~ollection by Reserve Bank 

Banks approciate the need for collection of data 

by Reserve Bank sil:c~, ultimately, it is they who arc the 

users of the stati:~tics.. Their views on the s'~bject are 

as unc.c:r:-

i) ~~1")ilc m8:'G 2.nd TI!oro new re ti.lI'ns and 

staGO!ren~ s arc called for from banks, there 

1_3 '10 i:!dica tion of any olel or obsolete 

return D8ing discontinued. 
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ii) Before calling for a new return, a study 

should be made by the Reserve Fank to 

ensure that the same inforniation, either 

in that form or in any oth ~ r, is not already 

available with it. 

iii) Any nel," return should first be collected 

on a pilot basis and shou}::. be put on a 

permanent footing after being suitably 

tested for its adequacy and utility. 

iv) Any proposal for collection of data from 

banks should be got cleared by a Committee 

of banks appointed to assist the Reserve Bank. 

v) Although a mass of data is collected from 

banks, precious little is being done in the 

concerned departments of the Reserve Bank 

to tabulate the data and make it available 

to the banks for their use. 

vi) An unusual suggestion made by one of the 

banks related to pinpointing of responsibility 

for sUbmission of some crucial returns to 

the Reserve Bank, on the bra.'1.ch managers 

rather than on the Head Offices of banks. 

ThiS, it was pOinted out, was necessary in 

the context of the ever-widening network 
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of branches and the consequent difficulty 

of banks in collecting and com~iling the 

data. Besides, such an arl~c-~~gement would 

make branch managers consci',>LJ,s of their 

obligation to fUrnish the d~ta called for 

by the c2ntr21 bank of the ~ountry. 

8. Involvement of banks in 
~~~~Eye B~k's ~olicie~ 

i) The dialogue between Reserve Bank and 

commercial banks has, over the years, emerged 

as an intimate relationship, and banks feel 

that there is no reason why they should not 

be taken into confidence by the top executives 

of the Reserve Bank in the matter of formulating 

important policies having a wide impact on 

banks and banking. For the same reason, 

Reserve Bank should not be guided by what 

one or two banks have to s~y. Nor should 

the Reserve Bank call a meeting of bankers 

and present them with a fait accompli, which 

happends to be the case when the Reserve Bank 

executives come with their mind already made 

up. There should be a constant and continuous 

dialogue between the officers of the Reserve 

Bank and the those of commercial banks at 
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different levels, preferably on an infor~al 

plane. 

ii) Banks sc;emcd to favour aYl \.. _:c:nc:ngc: of officers 

bet1."een the Reserve Bank anc. cc'mmercial banks, 

for a period of say throe y_ 'Ol:-C'S • This exchange, 

the banks fel t, would, on tlw one hand, enable 

tho Reserve Bank t 0 a~prociJ.to the practical 

side of banking and, on the other bring home 

to commercial bcnks the multiple requirements 

of the central banking authority and the need 

for a proper compliance with its directives 

and advice to the banking industry. 

9. other.§.~ 

i) Although the monetary and credit policies of 

the RBI have a direct bearing on the functioning 

of commercial banks, these banks are not 

associated with the formulation of the policies. 

This lacuna may be remedied largely by amending 

the Reserve Bank of India Act, 1934 so as to 

provide for ex-officio appointment of the 

Chairman of the Indian Banks Association as 

a director of the Reserve Bank's Central Board • 
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ii) The Reserve Bank's relationship with commercial 

bunks is not uniform in all cases and there 

seems to be a bias in favo~r of the State Bank 

of India and its subsidiaries. At the same time, 

as betvleen public sector banks and those in the 

private sector, the latter have developed a 

feeling that they are being discriminated against. 

iii) Considering the gro\.,ring net-work of branches, 

submission of weekly returns by scheduled banks 

in terms of section 42(2) of the Reserve Bank 

of India Act, 1934 has become difficult. 

Amending the statute to enable banks to submit 

these returns at fornightly intervals would 

make collection of statistics meaningful and 

usefUl. 

iv) For obvious reasor'S it is well-nigh impossible 

for scheduled banks to maintain with the Reserve 

Bank of India balances exac'cl~- conforming to the 

percentage stipulated in th~ 2t~tut8. To be on 

the safer side, and to provide for contingencies, 

banks do maintain slightly hif;hcr balances, the 

excess being totally unproductive. Just as penal 

interest is charged for defaults, interest at a 

nominal rate may be paid to banks on the excess 

balances maintained by them. 
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v) In terms of section 42(1A) of the RBI Act, 

scheduled banks are also directed to keep with 

the Reserve Bank a percentage of the incremental 

deposits. Medium and small sized schedUled banks 

with determined effort in deposit mobilisation 

have been recording substantial accretion to 

their deposits and are, in the bargain, hurt 

most by the above stipulation. While, as a 

temporary measure, use of this weapon is 

understandable, long-term measure should always 

be in t.he form of a percentage of the total 

deposits which would affect nll banks uniformly, 

regardless of their size. 

vi) While section 42(1) of the RBI Act r~fers to 

maintenance of ave:t;'a~ daily balance, section 24 

of the Banking Regulation Act requires maintenance 

of the: statutory percentage on each day of the 

week. Involuntarily though, banks have not been 

complying with this stipulation strictly. Nor 

is it possible for them to assess their position 

on a day-to-day basis. Compliance with Section 2~ 

of the Banking Regulation Act too may be made on 

an average basis. 
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vii) Reserve Bank's circulars relating to credit 

policy and s81ective credit control are generally 

long-winded and, as a means of cOl'!!r:;unication, are 

totally found wanting. It i:3 ~:/)~ ely because of 

this that the Reserve Bank ". :.,,r: a flood of letters 

seeking clarifications whic:. ~'enerally take not 

Ie s s than a couple of mon til:'; :.0 is sue. Some thing 

needs to bo done to avoid s ,Jell unpleasant 

situations and the consequent delay in complying 

with the directives. 

viii) Commercial banks' advances to agriculture are 

not a profitable proposition. Banks should be 

offered an incentive in the form of interest 

subsidy on the lines of subsidy on export credit. 

ix) In the exchange management area, banks would like 

RBI to take the following progressive steps: 

a) Lift the veil of secrecy over the mochanism 

of the basket of currencies so that exporters 

in particular, may keep a ","atchfUl eye on the 

movement of exchange rates in the international 

markets with a view to hedging themselves 

against any contingent losses. 

b) Resorve Bank should engage itself in active 

dealing operations and should keep a tab on 

Hongkong, Singapore and Bahrain markets, 
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abandoning the age-old practice of adopting 

the PTI quotations in the London exchange 

m:>rket. 

c) If our exc:.2.nge markets arc to attain 

intc rnational standards and our banks are to 

compe to "ri th giant s in the internCltional 

exchange arena, our country needs to take a 

bold step for introducing iClnd encouraging 

off-shore banking in India; Bombay market, with 

the available infrastructure, being the most 

suitable aspirant for this venture. 

II • Maharashtra State Cooperative 
Land Development Bank . 

The Group had discussions with the Managing Director 

and senior officers of the Maharashtra State Co-oporative 

Land Development Bank on 8th January 1980 at Bombay. Tho 

main points brought out during the discussions were -

i) The Land Development Banks (LDBs) are the main 

users of the refiniJIlco facilities proviccd by 

Agricul tural Re finance Cll'ld Devel o-:1m..:-n t Corpor~tion 

(ARDC) but have not enout,h say in iL;8 B02.rd as it 

is dominated by the directors nOTIiinatGd by RBI. 

The bani:s should have some say in ARDC Board 

and this could probably be facilitated, if Anne 
is completely delinked from RBI. Thus, the Chairman 
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of the ARDC should not necessarily be the 

Deputy GOVGrncr in-charge of agricultural 

cr·~:jit in 1.:]1. 

ii) i1 '.0 Resc r,re 3c'.nk 1:8.S not provided sUfficient 

thrust and direction to th:.; developmental 

activit':;'-J2 for im::Jro'vii1g th3 orral1isational and 

managerial capabili ti~s of the co-opt.;rative 

institutions. 

iii) The terms and conditions prescribed in respect 

of lendings by commercial and co-operative banks 

for agricultural purposes are not uniform. 

There is a feeling that borrowers from co-operative 

banks are discriminated against. 

iv) The financial discipline prescribed by ARDC 

relating to refinance facilities provided to 

commercial banks is different from what is 

prescribed for LDBs; that is, borrol-lers from LDBs 

are subjected to harsher treatment. 

v) RBI and ARDC should ccmsult LDBs Ge!.'c~':.! :C1i:.tJ or 

policy decisions are taken. 

vi) Norms prescribed for providing loans to State 

Governments for share capital contrib~tion of 

LDBs require a relook especially the one relating 

to percentage of overdues to demand • 

• • • 17 



- 17 -

vii) In the event of natural calamities when entire 

assets are destroyed, the LDBs may be permitted 

to provide fresh loans to the affected bOTrmvers 

on softer terms. 

viii) Loans to farmers for agricultural p--~roses l.18.Y 

be covered by Cr:::di t Guarantee Or, .. aYli.3 ... ticl1 

Scheme. 

ix) The LDBs may constitute Reli8f and Guarantee 

Fund, the contribution to which may COrn8 from 

the State Government, ARDC and RBI. 

x) RBI and ARDC should show greater appreciation 

of the role played by the National Co-operative 

Land Development Banks Federation by having 

frequent dialogue with it on matters concerning 

LDBs. 



ANNEXURE - IV 

SUMMARY OF DISCUSSIONS WITH 01i'FICERS 
OF VARIOUS DEPARTMF"TTS OF THE GOVF.RN}~NT 

OF INDIA 

The Group held discussions "lili th the seni or offi cers 

of various Departments and Hinistri PS of the Government of 

India with a view to elicIting from them their expectations 

from, and experiences wi th, the working of the Reser-ve Bank 

of In':1ia (RBI). The views expressed have been taken due 

note of while arriving at recommendations relating to 

changes in the existing structure. However, the officers 

of the Government of India have taken this opportunity to 

make many other observations and offered a series of 

suggestions for RBI to haue better coordination with the 

Government, to improve information system of the RBI, and 

generally to improve the image of the Bank's working. 

As these suggestions would be useful to the Bank, we 

produce below a brief summary of the discussions, 

sUbject-wise. Though the discussions were held separately 

with different Depart~ents, a consolidated sl'mmary has 

been prepared. The discussions were held with officers of 

the following Government departments and Hini.stries:-

i) Banking Division, Department o~ Economic 
Affairs, Ministry of Finance; 

ii) Department of Economic Affairs, Ministry 
of Finance; 

iii) Department of Expenditure, Ministry of 
Finance; 
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iv) Ministry of Agriculture ann Irrigation 
and Ministry of Rural Rpc')n::-trll ction; 

v) Yinistry of Commprce and Ci7il Suuplies; 

vi) The Planning Commission; 

vi-i) Prime }~inister's Secrf"ltariar. 

I. Dual control.over banks and RBI autonomy 

1) On- the etlfcstien of references being made 'by RBi 

~ tHe Banlriftg Di:vi~ion (BOlT en the sUb.ipct of dichotomy 

in control over the banks, the officers were emphatic that 

no such dichotomy existed after March 1977. The Government 

have ensured that they do not issue directives to banks 

bypassing the RBI and it has been the explicit policy of 

Government to restore the autonomy and prestige of the RBI. 

2) The Government does not seek any information 

directly from banks, but organisational weakness in RBI 

have hamstrung the Government's functioning; only in such 

cases, Government seeks information directly from banks. 

3) On the exchange of offj cers beb!een Government 

and RBI. the Govf?rnmpnt have tried but it did not work. Main 

reason is that the sal~ry structure of 331 officers is 
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II. Credit Planning 

1) The GovErml:cnt arE not being '"Ept informed 

as to what the Credit Planning Cell (SPC) in RBI is 

doing. The CPC activities and dccistors could be made 

known to the GovernmEnt a little more :~han wha.t is being 

done today. The CPC is operating ""ith banks and giving 

guidance. l1any of the decisions are made known to 

Government officials only in bank Boards, where they are 

represented; the banks tell them that certain measures are 

approved by CPC of RBI. 

2) Similarly, the rationale of the credit policy can 

be made known to the Government. The analytical note 
should enlighten the Governmpnt bett~r. -Though many 

background notes. are bE'lieved to be prepared, Government 

does not get them. Even in the crE."di t budget di s cussions, 

the RBI CQlld associatE' the Government reprege~tatives. 

3) On monptary and credit policy, tb:re should be a 

common and coordinRted approach by RRJ 'lnG Plan'1ing 

Commission. It is necessary that the e~tire gamut of 

monetary budgeting, credit budgE'ting, market borrowing, 

etc., should bE' undertaken in coordination with each other. 

Frequent exchange of views on monetary expansion is 

necessary. Quarterly reviEWS on monetary budgets should 

be undertakE'n in a coordinated manner. 

• •• 4 



- 4 -

4) The Planning Commi ssj on has suggest~d thFit the 

reviews of monp.tary and credit policies i~cludin~ the 

resources a~lailable from the LTO funl).s srollld be 

undertaken at least a month before t'be Central Budget. 

5) Credit planning and credit budget disC1.'ssions 

with the 22 public sector banks could also be coordinated 

wi th the Planning Commission, whi ch would get to know the 

latest on sectoral deployment. 

6) The Planning Commission was greatly worried about 

the status of money supply data; it is difficult to rely 

on thesE data. 

III. Bank supervision and inspection 

Bank supervision and inspect 4 0n is onp. area 

where major overhauling is necessar~.r. The statntory 

inspr-ction reports generally do not g~ ve accurate 

assessment about the genuine health o~ t~e individual 

banks. The delays in thE matter of j'lspections should 

be cut down drastically. RBI need not, scr1Jtinise the 

individual advances Instead, if the systems, procedures, 

the organisational struc~lre, etc., are proper and if the 

bank concerned has proper awareness of the objectives and 

goals, individual advances cannot go wrong. Combined 

with a sound statistical and management information system, 
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a shift from fina~cial inspection to some sort of 

managf'1Jent audit should be brought about. 

2) The inspection report of RBI lacks qualitative 

assessment of various policies. Thl? Clunual appraisal 

inspections may be completed as early as possible and the 

performa~ce of banks should be compared to their budgets 

prEpared earlier. 

3) Incidentally, the number of complaints has 

considerably increased in the recent past. RBI may depute 

senior officers to look into such of those compla1nts 

where prima facie case is established. The delays in 

dealing wi th complaints sl;ould be reduced. 

IV. Banking str~c~lre, branch licensing 
policy and procedures 

1) The policy reI') ting to branch expansion and 

licensing should be reviewEd. The banks should be 

advised in advance about the permissjon to open branches. 

Further, when there are competing claims, the basis on 

which dEcisions are taken may be conveyed to Government 

of India. 

2) In regard to the working of DBOD, there are 

certain problems. Take the example of branch licensing. 

LEt us not regard the policies as secret. A bank, trying 
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to expand in certain rlJral area, WO'] ld be "'a kine' 

considerable effort to make out a casp, but it has no 

ready way of knowing if the concerned centre has alreadY 

been allotted to some other bank. It is necessary to 

publicise this in RBI's Monthly Bulletin or in such other 

places. Also, the Government do not know at what level 

the decisions on tbis are taken. 

V. Training facilities for commercial 
and cooperative banks personnel 

1) There is no functionary in RBI to systematjcally 

look after the training programmes of commercial banks. 

The RBI should take a lead in this r~spect and monitor 

and ensure proper training facilities. The Banking 

Division (Governrrent of India) has t::ken soml=' initiative 
J»)ye..c.+cv-. 

and talked to Mr. Kasbe\Eap of NIBH. A Worldne; Group has 

also been set up. But, all this is B1J's job. 

2) The Government suggestion is 0~;t the RBT may 

assume the total responsibility for ouerseeing training 

facilities for offic~rs and staff of commercial banks. 

VI. Exchange Control 

1) It was suggested that positive approach to the 

problems of non-resident Indians and foreigners should be 

adopted by RBI. For instance, for disposal of ~h~~D~ 
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extensive forms have been prescribed and a lot of 

information is collected vrithout any pllrpose and end-use 

in view. Likewise, on the question of technologv transfer, 

design of the form prescribed is verv complex. Without 

sacrificing the policy, these control forms conld be 

simplified. Constant complaints have been made in the 

Foreign Investment Board meetings. 

2) Similarly, releases of dividend remittances also 

involve considerable delays. Here again procedural matters 

could be simplified within the parameters of the existing 

policies. A suggestion was made that dividend equivalent 

to the first three quarters could be released to begin 

wi the 

3) With regard to the non-resident Indians, dilatory 

procedures which are many, deservE to be avoided. One of 

the methods cOlld be to dFlegate powers Fxcept in the 

case of foreign compa"'1ies in rF'gard to which powers could 

be centralised. 

4) On the statistical side, inforr8tion on foreign 

investment is available only upto 31st l·~arch 1975. This 

survey could also be considerably simplified. A census 

type of study will take a long time; with th~ simplifiGatjon 

of tfio pFOeeBtlre~l some amount of minimum information could 

be collected. 
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5) In regard to the export sector, there is a 

feeling in the Finance Hinistry or in the Commerce 

Ministry that there is co~s~rvatism in the RBI. Anything 

sought after by the exporters is rejected mechanically. 

We do not expect RBT to apply rules mechanically. Positive 

feedback is another thing that we expect from RBI. 

6) Most of the powers that were vested with the 

GovernmE'nt ~ there were too much of them initially'" have 

been now transferred to RBI. However, if the RBI so feel 

they could examine and let Government know, if any further 

decentralisation to RBI deserves to be made. Simultaneously 

the Government wou~d like adequate 0elegation to be made 

to regional offices of RBI and to the Authorjsed dealers 

within the broad guidelines, Rvervbody feels that there 

is scope for further delega tion. Ji'1.1:r~ther e~T('n in areas 

where pOv.Ters havE' been vEstf'd wi th t:- e R"'='I, the references 

keep coming to Government; this neens to be stopped. 

7) There are instaY'lces wherE p('op:e Keep coming to 

GoverY'lment for release of foreign cxcrnnge. Even getting 

the letters typed in the RBI takes days; the clerks do 

not put up the cases in time. Innumer2ble complaints of 

harrassment are received. ~he Whole €x€peise has givca 

piss to eoppuptioR anQ prollfcpation of touts • 
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If businessmen want to catch a plane, the 10werLfunctionaries 

in the Reserve Bank can frustrate their e~forts. These 

procedures deserve to be looked into on ~n urgp~t basis. 

8) There are also cErtain statisti C8.1 problems. 

The statistics rpquired for policy purposes arf not readily 

available. Take the case of 'Invisibles' - the latest da t 

on the detailed break-down of 'Invisibles' is based on 

1975 survey. Similarly, data on family remittances, their 

sources, etc. are stale. As informntion on such matters 

is seriously lacking, GovFrnment are greatly handicapped. 

The latest infor~ation her~ also is for March 1975 and in 

some cases, for 1975-76. 

9) It was clarifie~ on behalf of Government that 

insofar as the multi-national companies are concerned, the 

work will have tv be centralised in a Central Cell SO that 

the same policy is followEd. But in other areas, there is 

scope for more decentralisation. RBI only will have to 

have more information and better system of monitoring 

and control. Forms will have to be simplified. 

10) The officials of the Ministry of Commerce 

prefaced the discussions with the observation that by and 

large the system of export finance or of exchange control 

is working satisfactorily. For exporters toda~ finance 

is not a major constraint at all. 
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11) In the areas of project exports and construction 

contracts, we have only scratched the sur-"qCf', as it were. 

The country has great potentjal for project exports, in 

consultancy, in terms of eqnipmf'nth1Jildin& industry, etc. 

and this fact need to be apnreciated ~~ RBI and reflected 

in their approach to control in this ~r2a. 

12) For exploiting the scope for awarding construction 

contracts abroad, Delhi area has a large number of parties. 

Calcutta is not yet rFady; neither is Madras. Hence, it 

would be useful if a separate Regional Working Group is 

set up in Delhi so as to clear constructi on contracts. 

13) With regard to the working of the Overseas 

Development Project Committee, the officials have su~gested 

that separate Cells in the Central Office and Regional 

Offices headed by Senior Officers be set up. 

14) In some cases of project finance, more effective 

delegation is desirable. After the viab'ilitv of a pr·oject 

is established and ~uarantee is cleared, some stoopagestake 

place and the project gets out of gear. Considerable 

delay takes place in re-negotiating the project. Inflow 

of foreign exchange may not be adequate. Such casE'S could 

be handled by any of these following alternatives: 

i) delegating authority to the authorised 

dealers themselves; or 
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ii) referring the case back to the 

Working Group itself; or 

iii) delegating authority to t~s 

Branches of the RBI. 

Item (i) would be the first choice cf ~he Government. 

15) In project Exports, more canOE achieved by 

India. The Project Cell in the C~ntral Office or Regional 

Office (probably in the Bank's Exchange Control Department) 

should be the nucleus, a focal point, for coordinating all 

types of c1earancp.s. 

16) In consultancy, there is scope for a major thrust. 

Fall-out benefits out of exploratory visits are slow to 

come by. Atleast in respect of approved consultants, it is 

necessary that we permit business travels rather freely. 

17) For the fixation of daily allov.rances f'or business 

trips, the rates may be fixed on the basis of more recent 

data. Working arrangements may be mane to get the required 

information from banks abroad. 

18) In the case of rupee trade, very small, 10C or so, 

of free foreig~ exchange is being permitted. There are 

free foreign exchange shops in all the Airports. A slightly 

higher alloWAnce than 10 per cent may have to be permitted • 
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19) For the purpose of exchangin~ views, for better 

appreciation of e3ch others point of view, and for quick 

disposal of cases, t:"erE should bE ..... ,(!.1thly meetings 

bEtween the representatives of thE ELD in RBI, the 

Commerce Ministry, and th e Dep.qrtment. of Economic Affairs 

(GOI). This can facilitate a great ·:L-_l of flexibility 

in the dep10yme~t of exchangp con~rol measures. 

20) For business parties coming from abroad, 

permission to sanction stay and incur expe~di~Jre a day 

or two beyond the period alrFady agreed should be accorded 

with ease. 

VII. Export credit, branches 
of foreign banks etc. 

1) With regard to availability of domestic bank 

credit, a plea was made to insulate the export credit 

part - both post-shipment and pre-shipment - from the 

purview of general credit curbs. No doubt, the RBI has 

sl>ecified its inte'1tion a·long these 2:ines but the 

commercial banks do not act S06 

2) Incidentally, a SUggE'S t"i on Wi,S made to empIoy 

some foreign language experts in bank branches. 

3) Again, a special plea was made: that the policy 

wi th regard to opening of offices shollld be 1j beralised. 

On a reciprocal bas"is, we may have to permit foreign banks 

to operate in In~ia too. In any cas€, there is great scope 
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for opening offices of Indian banks in the Middle East. 

4) A suggEstion was made by the ministry officials 

that some more incentivEs could bp extEnded to banks so 

as to encourage t'hem to extend sizeab:_i2 bank credi t for 

exports. 

VIII. Agricultural Credit 

1) The recommendation of the Committee to Review 

arrangements for Institutional Credit for Agricultural 

and Rural Developme~t (CRAFICARD) for establishment of 

National Bank for Agri~11ture and Rural Development 

(NABARD) would in itself rEsult in structural changes in 

RBI. The proposed national level bank woold take over 

the entire ARDC and major part of ACD. The ACD will be 

left with very few functions to deal with. Though there 

is no clear idea on this at this stage, almost all 

departmpnts of RBI - ACD, ARDC, RPCC and eVEn DBOD could 

probably get affectEd. 

2) On agricultural credit, with too many institutions 

dispensing credit, it is necessnry to make a common 

assessment of the resources in the country and allocate 

credit to different sectors accordingly. 

3) For the prese'1.t, in the mattEr of agricultnral 

credit, considerable coordination in RBI is rr:quired • 
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Circulars are being issued by ACD, ARDe, DBOD and now, 

by RPCC. It is necessary to make sure that the 

Agricultural Credit Board (ACB) is tt~ focal point in 

the matter of policies relating to agric'Jltl)re credi t. 

At present, there does not appear to t~ proper coordination 

in RBI in this respect. Also, on ter:lls such as interest 

rate on rural credit, it is necessary to make them simple, 

uniform and easily comprehensible. Let us not confuse the 

farmer with many fine theoreti-cal considerations. 

4) RBI may consider appointing a Committee to look 

into the aspect of simplification of returns to be 

submitted by banks, particularly about advances for 

agricultural and allied purposes. 

5) For the purpose of submission of returns, 

commercial and coopf'rative banks should follow a 'Uni form 

period, i.e. calendar year, financial year or cooperative 

year. 

IX. Currency Manag~ment 

1) In regard to curre~cy mana~e~ent, RBI should 

ask itself if any institution would have the capacity to 

keep pace with the manifold growth in currency. It 1s 

better to decentralise the work wherever possible • 
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2) On the subject of supplying new notes, it was 

made out that there are adequate supplies. There is 

also suffj cient capaci tv with DeWas Frinting PrESS for 

higher denomination notes. 

3) Government have decided to t.ri-'1.g out smaller 

coins of 50 paise and Re.l/-. 

4) There was a specific requpst that demand for 

notes and coins should be indented well in adva~ce so 

that there is no delay in supply. 

x. Statistical Information 

1) It was repeatedly emphasised trat in the absence 

of the more recent balance of payments (BOP) data, it is 

extremely difficult to project the outlook for the 

future. There is a time-lag of two to three years. 

Many a time, parliamentary questions on 'outlook for 

invisibles' are referred to RBI for their view on the 

likely developments in the nExt year, but answers are 

hardly based on firm data. 

2) Similarly, data on 'India's Internatjonal 

~nvestment Position' are too old to be of any use to the 

Government. 
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3) Data on 'invisibles' and balance of payments 

in general are two to thr~e years old. T~e Planning 

Commission in fact looks forward to the projections 

made by the RBI. 

4) On forei gn r0mi t tances, the sour CG-wis co, 

statewise and purposewise dctajls frc!"" the Survey 

results should be of immense use. 

5) Banking and monetary statistics have become of 

late somewhat undependable. There is hardly any 

satisfactory explanRtion for variations in the item 

"non-monetary liabilities". 

6) The Department of Economic Affairs has made a 

specific request that they be posted with -

a) data on sectoral deployment of bank 

funds on a quarterly basis; and 

b) background papers prepared in the 

Bank on credit policy changEs. 

7) The Planning Commission has made a specific 

rea1Jest that RBI should help in getting quick data on 

tax revenue collections. 

8) In the matter of collection of data, considerable 

improvement is required. There should be a syste~ for 

collection of data supervised by a central authority with 

a view to avoiding duplication of efforts. 
• •• 17 



- 17 -

9) RBI should look into the svstem of calling for 

data from banks. In the Banking Divi3~on (GOT), no 

circular is allowf'd to bp. iss"E'd unless thEre is 

explicit approval from the highest at1.t~lo:'it:r. ':I:'he 

officials hoped that s()m~b!)dy ~s QO::"ni:: t.h~ sC!!!le i11, the 

RBI. There shculd be n CF .. ~tT·:~l agc''!1CV ir.. t.he ?,BI for 

collecti O!1. of da ta a t, a hi ~(1 1-:: vel ~ Dup~trca t~·,~rl of 

efforts should be avoided. 8ume b:lsi c r('b:.~s should 

be prescribed and ail o~hpr needs should be met by 

culling out information therefrom. 

10) RBI should reduce the delay in the publication 

of monthly bulletins, in putting out reviews of markets, 

and in publishing balance of payments data. These are 

very useful sources of data, but their liveliness is 

of essenCE. 

11) r;:)uaHty cf the data h!3.s also sllffer'f'd. Take the 

case of fnon-monp~RrJ l~attlities' in monev supplv data. 

availablf: v-~-;.:l-:. 1(-.0 ~_c~ mo"'~:hs (lelc:y. It is necessary 

to obtL: in t ~'."'s to d"1 ta qut ckl~v' ene. ~i V8 feedba ck to banks. 

XI. A Cell to coord~na~e 
Parliamentary questions 

There should be focal point in RBI to coordinate 

answers to Parliamentary questions which have relevance 

to more than one department of the Bank. Todav, replies 
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come to GovernmE'nt separately and in a piece meal mannfr. 

Also the Gover~ment with their skeleton staff mny not 

always be able to refer to P8.st answers and avoid 

duplic~t10n. The persons in RBI, who are speci~lised in 

different functions, could do this better. 

XII. General 

1) As the Central Orfi ce of DNBC is locq ted at 

Calcutta, it creates R lot of probloms and ~fl~ys in 

clearing T~ny cases particularly whore legal aspects are 

to be examined. The Central Office of DNBC may be shifted 

to Bombay. 

2) The Legal Depart~fnt of RBI takes considErable 

ti me to exa mine references made to th em. This perhaps was 

due to work load. The Legal Department may, therefore, be 

adequately equipped to clear cases ,exped1 tiously. 

3) On the subject of assoc1ating the RBI officers 

wi th the Annual Plan discussj ons of' each state, the Planning 

Commission would very mlch welcome it. But, they are 

worried about the levEl and quality of participation. 

Because of this difficulty, the pr:!"ctice was given up. 



ANNEXURE - V 

DECENTRAL I SA TI ON OF WORK - SC OPE FOR 
DELEGATION OF NJ THORITY TO BRAT\TCHES 

Under the new role proposed to be assigned to 

Branches as envisaged in Chapter 4 of th~ Report, a greater 

degree of decentralisation of work is aimed at and, 

correspondingly, there has to be substantial delegation of 

functions and authority by t':"',e Central Offi ce to Branches. 

For obvious reasons, the Group cannot lay down in detail 

the areas for various departments. However, broad guide­

lines have been indicated in Chapter 4 and the Group has 

recommended appointment of teams of seTJ.ior officers in each 

Central Office department to prepare a scheme of 

substantial delegation of autrority, clearly demarcating 

authorities of the local Managers and the local departme~tal 

in-charges. As an illustrative and te~tative attempt, 

a"few areas in respect of some of the departments have 

been indicated. The underlying idea in the entire 

delegation exercise should be to ensure that the Branches 

do assume the authority and importance e1lvisaged in 

Chapter 4, and therefore, barring a few exceptions, 

almost the full gamut of operational activities ought to 

he carried out and decided at the Branch level. 
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2. Whil€ delegating thE authority to the Branch€s, 

the Central Office departments must ensur~ that: 

i) guidelinEs for ~xercise of the diScretion are 

clear, concise ~nd comprehensiv3o Th~se should 

indicate the obje':!ts cf tl-e particll~ar 

activities required to bf'.>9.rr~~ll c'.lt: hE'fiCeforth at 

the Branches, the pi tfp..lls j n t''l € e:;~er~j se of 

authori ty - suppo~~ted by ca::; es"preceden ts, if 

possible - and circumstances under which reference 

should be made to the Central Office. In short, 

the gUidelines should show what is expected of the 

officer and how be is to perform his task. 

Central Office teams may perhaps bring out 

compendia on major/important areas. 

il) Branches are educated properly by arranging for 

visit of concerned Central OfficE' senior offj~1als 

to thE' Branc(ies to clari fJ issuE's and f1.lrni sh 

iii) lef~rencas on pnriphpr31 m[tter~ are d1scouraged 

in resre~t of ~~e aut~oritv delegated by arranging 

for e system of circulation of important decisions/ 

inst~lctions to all Branches from time to time. 

iv) non-exercise of the authority or marked rell1ctance 

to exercise it on one pretext or a~other is 

discouraged. 
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v) bonafide mistakes of judgeme~tal nature arising 

out of decisions taken in good faith are not 

severely punished; the occasions c~lld be used 

mo~e as educative instances rather than as 

mate~i~l for pillorying the o~fice~s. 

Ther€fore, a climate of mistake tolerance tn 

initial stages has to be ~reated. 

vi) system of management control is not diluted by 

prescribing comprehensive control returns on 

items of strategic importance. 

vii) there is periodical review about the efficacy 

and effectiveness of delegation- and increasing 

or decreasing its extent commensnrately with the 

results achieved and the likely ~l~,re workload. 

I. Agricultural Credit DepartmEnt 

1. At present only 50~ of the inspection reports 

are permitted to be finalised at Branches. Since the 

au thori ty is not related to the size al1d state of 

affairs of the bank, it should b-e poss ible fOI' -the 

entire work to be attended to by the Bra"lC'.1es. 

2. Credit limits to co-operative banks are sanctione,d 

only by the Central Office. The Branches only make 

preliminary scrutiny, observations and tentative 

recommendations. Since the Branche,S are -closer to the 
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concerned banks and have access to almost the entire 

information available at Central Office, to start with, 

it ought to be possible to empower them to sanction 

limits, subject to well defined stipulations and ceilings. 

3. Issue of licences under section 23 of the Banking 

Regulation Act, 1949 for opening branchFs by Urban Co­

operative Banks could be left to the Branches "rithin the 

param~ters to be indicated by Central Offic~. 

II. Department of Banking 
Operations & Development 

1, Branches may be empowered to appoint or re-appoint 

Chairman of commercial bank in the private sector and to 

approve amendments to th~ terms of appointment. This 

power may be vested in the Manager at the Branch. Only 

cases calling for rejection need be referred to C~ntral 

Office. 

2. Approval for declaration of dividends by banks· 

in the private stctor may be left to the Branches provided 

th:: :...:::. tc. r
:. OE'S not V'lry morE' than 1% on either side of tha 

rate approved for the previous year. 

3. Complaints relating to serious issu~s and those 

received from Government alonE' will be attended to by 

Central Offic~. Investigation into, and disposal of, all 

other complaints may be left wholly to the Branches. 

4. Moni to ring of District Credi t Plans mav be attended to 

by the Branches subject to broad guidelines laid down by the 

Central Office. 
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5. As far a3 sm.sl1l?r regional "'uan1{s and regional rural 

banks are concer~eJ, si~lr ass~stancp of other Branches for 

Carryirig oui. J nSJG ;tj "~l~, is 'lot required, the programming 

an-: ~'r: '"'-~,:rsf'("~ti(,tl may be done 1y tr,e concerned Branch 

on t~c b::ts~s of cr: ~ 'i ~-a:,:;_v bil:: tv of staff and in conformity 

with the pcl:'~~'" laiCl,-,d0'11.'"'1. o~ t.,e C("ltra~ Office. 

6. Edt ting of iY}£}J-ec~ir,-:. reports may be left to the 

Branches. In the case of banks in the private sector, 

inspection reports ~~y pe finalised and furnished to them 

by the Branches direct. Prior approval ot central Office 

would be sought in the remaining cases only. 

III. Department of Accounts & Expenditure 

1. Branches may be empowered t 0 increase the number 

and strength of examination s'ections depe~dtng upon thp 

need, within certain defined parameters. 

2. Wi thin the overall policy framework for opening of 

new currency chests and a110tmeYlt to ba.nk~, the Branches 

may bp given the author! ty ';;c det8r'1ine loca tiO"L 

and timing for opening of chests. 

3. Approval for destructioY) of no'~cs p~s,GdLlr~der 

special procedure can bE' given by t:iie ~~an[igelli ter 

scrutiny by the local audit cell and/or a comn:l ttF€ of 

senior officers at the centre. 

4. Work relating to selection of officers for annual 

veri fica tion of balances can be attended to by t he Branch • 
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5. Adhoc inter-o.ffice arrangements to. tide o.ver 

co.ngestien pro.blems etc. can be made by Branches witheut 

prier appreval ef Central Office. Only where no. se1utien 

is :~~cJ, hslp ef Central Office be seught. 

6. Pewers delegated to Managers under varieus heads 

under the Expenditure Rules require very substantial 

increase. 

7. Barring seme pelicy issues and cemplex preb1ems, 

the werk relating to. Lest Nete Precedure and other 

entitlement cases having legal implicatiens may be attended to. 

by the Branches; legal censultatien can be by having small 

legal cells, appo.inting legal advisers en retainer basis 

o.r directly seeking the advice o.f the Legpl Department. 

8. All claims relating to. reimbursements in respect 

ef conveyance, teur, leave fare concessien, medical 

attentien, transfer etc. may be settled lecally. MRrginal 

changes in limits and entitlements may also. be made, if 

necessitated by peculiar lecal cirCUmstances, under advice 

to. Central Office. 

9. Appro.vals for withdrawals from the provident fund 

as also. advances against balances in the prevident fUnd 

account, may be given by the Manager, subject to. 

stipulatiens as may be indicated generally by the Central 

Office. 

10. Po.wers to. sanctien hellS ing lea'1 sand co.nsumer leans 

to. empleyees may be given to. the Manager. 
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IV. Exchange Control Department 

The delegation concerhing exchange control matters 

can be of two tYPES:-

n) Delegation to Branchts, and 

b) Delegation to authorised d~alers. 

Some of the areas in whichdE'legation can be given to 

Branches/authorised dealers are indicated below: 

A - Delegation to Branches 

1) Gifting of shares by non-residents to residents 

without a~y consideration. 

2) Enhancing the existing limit for references of 

cases to Central Office involving t=Pa!lsfer of 

s'hares of more than Rs.50,000/- to Rs-.I, 00,000/-. 

3) Travel of wives accompanying husbands on medical 

grounds when they go abroad on business visits. 

4) Advance payment against import of scientific and 

technicql books, chemicals etc. by universities. 

5) Reduction in invoice value of exports exclud1ng 

demurrage. 

6) Raising tl:le present limit of Rs.2,OOO/- in case 

of G/R Waivers to %.5,000/-. 

7) Renewal of' facility for remittaYlce of funds abroad 

for the maintenance and upkeep of offiCes. 

8) Permitting the Branches to allow reduction in 

invoice value of exports upto 40% instead of the 

present 20%. 
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9) Allowing payment of passage fare for potential 

buyers or selling agents visiting India on 

hosPitality. 

B - Delegation to auth07is~d dpal~rs 

1) Allowing paymEnt of paf;f;age fl1re by 0.r-bi t to 

non-resident accounts. 

2) Enhancing th~ present limit of US $ 3,50,000/­

£1,50,OCO/-:,n.M. 8,00,000/- and Yen 100 million upto 

whi.ch authorised dealers can have cover 

operations suitably. 

3) Allowing free exports, as replacE'ment for defective 

engineering goods exported earlier. 

~. Department of Administration & Personnel 

All work relating to posting, leave, training, 

promotion, increments, discipline, vigilance etc. upto 

Grade fC r level could be attended to by the 10CRl Managers 

subject to guidelines ana. stipulati::ms laid down by 

Central Office from tiLDE' to time. 



CENTRAL OFFICE DEPART~~T -
~~-···-·r-~_T·- --- . ...,-_.- ~.-_. __ -.-

PROPOSED STRUCTURAL CHANGES 
-.~ ....... -:- ~ -,....,........,....,.,...-...."...--=---0 ____ ..."... ..... ,_........ . _ 

Sr. 
H o. qhang~~L 

1. Credit Planning and 
Banking Development 
Cell to be called 
Credit Planning a~d 
Policy Department 

2. Department of Banking 
Operations and 
Develonment and Rure.l 
Planning & Credit: 
Cell to be reconsti­
tuted into thre e 
depart n;C!1 t:::; vi z "' 

1) Industrial C:"ed:i.t 
Department 

Details 
~.-. ',,.--=---=---

a) Transfer \-,ork on banking 
policy on re;ional and 
sectoral deployment of 
funds from DBOD to this 
department. 

b) Provide higher level 
representation from 
operational departments 
to this department. 

c) Transfer work on BSR 
to the proposed Bru1king 
Data Department. 

d) Give it the status of 
fullfledged department. 

E..) ':'ran.3fer work of Credit 
Av.thc:.~i.sation Section, 
Commit o~ee of Direction 
Cel.l, Sick Industrial 
Units Cell and Export 
Credi~ Cell from DBOD 
to this department. 

b) Transfer credit 
authorisation work from 
ACD to it. 
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3· 

ii) Regional RuraJ. Banks 
Department 

iii) DcpartLent of Banking 
Operations & Development 

AgriculturaJ. Credit 
Department and Agricultural 
Refinance and Development 
Corporation 

- No change 

4. Department of Accounts and 
Expenditure to be reconstitu­
ted into four departments as 
under: 

i)Public Debt Management 
Department 

ii)Currency Managemont 
Department 

iii)Department of Internatio~al 
Accounts 

a) Transfer work of operations 
and inspections to RPCC -
to be renamed as RRB Departme~ 

b) Transfer work of Lead Bank 
Scheme and District Credit 
Plan from RPCC to DBOD. 

Have three wings - (1) Develop­
mentaJ. (Lead Bank Scheme, 
District Credit Plan, Branch 
Licensing, Ma.npower Planning & 
Development of Bank Personnel) 
and (2) Operations and 
(3) ·Inspection. 

In view of the proposed National 
Bank for AgricUlture and Rural 
Development, no change is 
suggested at this stage. 

Transfer Central Debt Section of 
DAE and policy work regarding 
floatation of loans, open market 
operations and work regarding 
the Bank's· investments from 
Secretary's Department to this 
department. 

Create a separate Currency Manage­
ment Department by transferring 
Currency Section from DAE-
Issue Departments in branches 
will fUnction under this 
department. 

a) Transfer Foreign Accounts 
Section to this department and 
give it "department" status. 

b) Decentralise reserves dealings 
and operations among 4 major 
centres - Bombay, Calcutta, 
~Bdras and New Delhi. 

c) Open couple of small offices 
abroad. 
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iv)I:epartment of Accounts 
and Expendi ture 

Department of Statistics to be 
reconstituted into two depart­
ments -

i)Computer Services 
Department 

ii)Statistics Department 

Economic Department to be 
reconstituted into two 
departments viz., 

i)Department of Data Bank 

ii)Economics Department 

Department of Administration 
and Personnel to be reconsti­
tuted into two departmGnts viz. 

Transfer work of ways and 
means advances and investment 
o"f Government funds etc. from 
Secretary's Department to this 
department. 

Transfer work of Data ProcGssing 
Division and Computer Centre/s 
to this department. 

Attend to the remaining 
activities of the erstwhile 
Department of Statistics. 

a)Transfer work of BSR from 
Banking D1vision and Credit 
Planning Cell to this department. 

b)Transfer work of Statistical 
Tables relating to Banks in 
India from Banking Division of 
this department. 

c)Give it responsibility for 
bUilding up Data Bank on monetary, 
credit and banking matters. 

Attend to all other activities 
of the present Economic Department. 

i,)Personnel Relations Department Give -,JI'fscnt P.R. Division in 
DAP fUll-fledged departmental 
st::.:..tu~. 

ii )Human Resources Developnm t 
and Administration Departr.:ent 

JBn~me group of remaining 
activities of erstwhile DAP. 
It should continue to be 
headed by the Chief Manager. 



8. Press Relations Divisions 
to be called. 

-: 4 :-

Public and Press Relations 
Department. 

9. Secretary's Department -

Change in responsibilities 
only. 

10. Premises Department 

- No change. 

11. Industrial Finance Department 
to be called Department of 
Small Scale and Decentralised 
Sectors. 

12. Exchange Control Depc.rtment 

No ch:mge. 

13. Management Services Department 
to be reconstituted into -

Enlarge its role to take 
positive initiative in Using 
all p~blicity media - to 
project the image and stance 
of RBI on various issues 
and inform and educate public. 

a) Transf(r work of open market 
operat~ons, loaning etc. to 
Public Debt Management 
Depart !];en t • 

b) Transfer work-of advances to 
Government and investment of 
surplus fUnds etc. to Depart­
ment of Accounts and Expenditu 

c) Act as the executive 
sec retary to the Top Ma.nagemerr 
Committee. 

Reorganise internally for 
better coordination and control. 

i)Management Services Department Transfer work of Manpower 
Planning to the proposed Human 
Resources Development & 
Administration Department. 

14. 

ii)Corporate Planning Department Transfer work of Corporate 
Planning to the proposed 
Corporate Planning Department. 

Inspection Department 
- No change 

Must have its own follow-up 
section/cell. 
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15. Department of Non-Banking 
Companies -

- No change 

16. Deposit Insurance and 
Credit Guaran tee Cor~lorr:ltion 

- No change 

17. Legal Department 



OBJECTIVES OF R. B.1. 

STRUCTURE 

TASKS 

* 

PEOPLE 

SYSTEMS 

* ( A group of related Jobs leading to 

achievement of specific results 

or discharging of responsibility ) 



LACK WILL 

Narrowing wage 
difference 
between stoff a 
Officers and 
among officer Grades 

No financial or 
other incentives and 
fear of Punishment 

Uneasy. inter-personal 
relations and no 
enforcement of -----~ 
discipline 

Comparative Stagnation 
in Promotional -------l 
Opportunities 

Irritants 

No Participation in 
decision making process 

MOTIVATION 

REASONS FOR SUB~OPTIMAL PERFORMANCE 

I 
LACK LEADERSHIP 

Between Top 
Management 
a Officers 

Between Stoff 
and Officers 

With Ref. to 
different 
groups 

With Ref. to 
other instltutlons­
bonks 

Insensate 
interpretation of 
rules in regard 
to elttension of 
perks ,amenities 

. and facilities 

Unjust Transfers 
especially to 
"Hard Centres" 

Wrong placement 
especially af·ter 
mobility scheme 

Communication or 
Credibility Gap 

No known guidelines 
for training abroad, 
deputations etc. 

No elpectatlon 
or demand from 
superiors -
toeing line of 
least resistance 

No Standard. I 
norms or .. amples· 
set by top 

No vision of 
future and 
commitment to It 

-Antediluvian 
systems and 
Structural 
Impediments 

Absence of empathy 
with staff­
·Caring for us· 

LACK SKILLS 

Wrong 
Recruitment 
and Promotion 
Pollcle. -
Cosh Deptt. 
and Direct 
Recruits 

Inadequate 
Training 

Wrong 
Placement 
Policies 

SOLUTIONS 

Introduce reword and 
punishment system 
related to Work Performance. 

2 Openness and participation 
In decision making. 

3 Creation of higher 
grade posts to cater 
to bonafide needs 
for promotion. 

4 Liberal extension of 
pe(ks and facilities. 

5 Formulation of policy 
guidelines on transfers, 
placement, training 
and deputations. 

6 Reduction in hierarchy 
. levels,skipping levels 

and 8Ittensive 
delegation and 
decentralisation. 

7 Setting work normr.1 
standards. 

8 Instal Corporate 
Planninq. 

9 Continuous organisational· 
and systems review. 

10 Study by outside team 
of Behavioural 
Scientists. 



ANNEXURE - IX 

AVAILABILITY OF OFFICERS AS ON 1ST JANUARY 1980 

Grade 

F 

tt Experience 
~ (in years) 

D 

! 
Mo-r-e t-han 2 years 

1 - 2 years 

upto 1 year 

Total 

E More than 2 years 

1 - 2 years 

upto I year 

Total 

D More than 3 years 

2 - 3 years 

.~ - 2 years 

upto 1 year 

'1' otal 

~ 

~ 

Number of officers with 
number of years to spare 

l·:ore than 5-8 3-5 upto 3 
8 years 

_ ... _"_'0' ~'_" __ 

4 

3 

-6 

13 

19 

14 

16 

19 

'68 

years years years 

2 6 

'"1 1. 4 

2 2 3 
-, ... --.....,._ ... _--_. 

5 

5 

5 

5 

11 

7 

8 

9 

3,5 

3 

11 

2 

2 

15 

~4 

9 

13 

10 

56 

1:3 

15 

6 

7 

28 

26 

7 

8 

9 

50 

Total 

8 

6 

7 

21 

35 

16 

20 

71 

80 

37 

45 

47 

200 
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AVAILABILITY OF OFFICERS AS ON 1ST JANUARY 1981 

Grad"e Experience 
(in years) 

F More than 2 y~ars 

1 - 2 years 

upto .1 year 

Total 

E More than 2 years 

1 - 2 years 

upto 1 year 

Total 

D More than 3 years 

2 - 3 years 

1 "I' 2 years 

upto 1 year 

Total 

Number 
number 

More than 
8 years 

6 

6 

5 

2 

7 

25 

l~ 

18 

20 

76 

of of.ficers With 
of years to spare 
5-8 

years 

2 

1 

7 

10 

5 

7 

12 

9 

10 

9 

11 

39 

3-5 
Iyears 

2 

1 

8 

11 

1 

2 

9 

12 

20 

8 

5 

11 

44 

Upto3 
years 

7 

5 

3 

15 

18 

5 

12 

35 

23 

13 

15 

16 

67 

••• Contd. 

Total 

11 

7 

24 

42 

19 

17 

30 

66 

77 

44 

47" 

58 

226 



Grade 

~ 

F 

E 

D 

- 3 -

AVAILABILITY OF OFFICERS AS ON 1ST JANUARY 1982 

Experience 
(in y~ats) 

More than 2 yea_" f 

1 - 2 years 

upto 1 year 

Total 

More than 2 years 

1 - 2 years 

Upto 1 year 

Total 

More than 3 years 

2 - 3 years 

1 - 2 years 

upto 1 year 

Total 

I 
Number of of-fi cprs with 
number of years to spare 

tfiore thanl 
8 years 

,,1. 

4 

5 

2 

8 

15 

28 

14 

18 

33 

93 

5-8 
years 

1 

6 

7 

4 

6 

7 

17 

8 

7 

9 

10 

34 

3-5 
YPFtrs 

4 

7 

11 

2 

2 

8 

12 

6 

7 

9 

11 

33 

Upto3 
yE"~rS 

6 

6 

11 

23 

6 

16 

13 

35 

32 

15 

19 

18 

84 

••• Contd. 

Total 

11 

23 

11 

45 

17 

26 

36 

79 

74 

43 

55 

72 

244 



Grade 

F 

E 

D 

- 4 -

AVAILABILITY OF OFFICERS AS O~ 1ST JANUARY 1983 

Experi€nc€ 
(in years) 

Mo~e than 2 years 

1 - 2 years 

upto 1 year 

Total 

More than .~ years 

1 - 2 years 

upto 1 year 

Total 

11oT' e t ba.n 3 ypars 

2 - 3 years 

1 - 2 years 

upto 1 year 

Total 

Number 
number 

More than 
8 years 

2 

5 

7 

1 

5 

9 

15 

25 

15 

31 

3.5 

1G6 

of officers with 
.or- yean to- s-pare 

5"8 
years 

5 

1 

6 

5 

5 

6 

16 

11 

7 

8 

16 

42 

3-5 
years 

9 

4 

13 

3 

8 

5 

16 

10 

9 

9 

15 

43 

Upto 3 
years 

15 

7 

22 

15 

14 

18 

47 

22 

18 

16 

16 

72 

••• Contd. 

Total 

31 

7 

10 

48 

24 

32 

38 

94 

68 

49 

64 

82 

263 



Grade 

F 

E 

D 

- 5 -

AVAI LABI LITY -QF CFFICERS AS ON 1J3T JANUARY 1984 

Experience 
(.in years) 

Hore than 2 years 

1 - 2 ye.ars 

upto 1 year 

Total 

More than 2 year 

1 - 2 years 

upto 1 year 

Total 

More tban 3 years 

2 - 3 years 

1 - 2 years 

Upto 1 year 

Total 

I 
Number of officers 
number of years to 

Hore than I 5-8 
8 years years 

2 

5 

1 

8 

4 

7 

21 

32 

13 

23 

32 

68 

4 

4 

6 

6 

11 

23 

7 

13 

13 

33 

3-5 
years 

5 

4 

2 

11 

10 

5 

3 

18 

10 

7 

12 

29 

wi th 
spare 

upto 3 
Yf-ars 

17 

1 

11 

29 

14 

Total 

28 

10 

14 

52 

34 

14 32 

11 46 

32 112 

23 

17 

19 

53 

64 

76 

95 

59 288 

••• Contd. 



Grade ~ 
F 

D 

- 6 -

VACANCIES - POSITION - ( SENIOR OFFI CER S) 

Nature of vacancy 

Retirernpnts 

Sancti0" 

Expansion 

Total 

Rettl'ements 

Expansion 

Consequpntial 

Total 

Retirement~ 

Zxpansion 

r.ons-'lqBenti"al 

Total 

i 1980 

3 

18 

3 

24 

11 

11 

8 

30 

11 

17 

30 

58 

i 1981 

8 

3 

11 

12 

13 

11 

36 

18 

18 

36 

72 

I 1982 

7 

3 

10 

13 

15 

10 

38 

25 

19 

38 

82 

i 1983 

10 

4 

14 

14 

18 

14 

46 

28 

21 

46 

95 

~ 1984 

14 

5 

19 

24 

21 

19 

64 

29 

23 

64 

116 
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