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editorial

Dr. J. N. Misra Chief Executive Officer, IIBF, Mumbai

“Poverty is not just a lack of money; it is not having the
capability to realize one’s full potential as a human being.”

― Dr. Amartya Sen (Awarded Noble Prize in Economic Sciences,
1998)

Financial Inclusion is more of a social issue which needs to be
addressed by the combined efforts of Government, Banks and other
financial intermediators. For achieving Financial Inclusion,
Financial Literacy is crucial as Financial Literacy will eventually
lead to Financial Inclusion. Acknowledging the relevance of this
topic, we are bringing out the present issue of Bank Quest on the
theme, “Financial Inclusion and Financial Literacy.”

The Institute had organised the 10th R. K. Talwar Memorial
Lecture on November 22, 2019, which was delivered by Mr. Sanjeev
Sanyal, Principal Economic Adviser and Co-chair of G20’s Framework
Working Group, Ministry of Finance, Government of India on “Beyond
Risk: Policy making for an Uncertain World”. We are including his
lecture as the first article of this issue.

This issue also carries the 92nd Annual General Meeting (AGM)
speech delivered by Mr. V. G. Kannan, Member, Governing Council,
Indian Institute of Banking & Finance (IIBF) & Chief
Executive, Indian Banks’ Association (IBA) on August 23, 2019.

The first article on the theme of the Bank Quest is written by
Ms. Raiba Spurgeon, Research Officer, State Bank Institute of
Consumer Banking, Hyderabad on “Financial Inclusion, Financial
Literacy and the Indian Woman”. This article highlights the fact
that having the access to a financial account is a great start but
it does not necessarily translate into financial inclusion unless
the account is used for day-to-day financial transactions. The
author suggests that moving from financial literacy to ‘Digital
Financial Literacy’ is the ideal step forward for the country in
the present day environment.

The next article of this issue is on the topic “Financial
Inclusion is only a gateway” written by Ms. Lalitha Sitaraman,
Former Senior Manager, Indian Overseas Bank. This article deals
with the author’s opinion on economic inequalities and provides
suggestions to reduce the imbalance.

The next article of the issue, “The Importance of Compliance in
Banking” is penned by Mr. Rakesh Kaushik, Faculty IIBF & Former
Senior Vice President, SBI Funds Management Pvt. Ltd. This article
discusses compliance issues in the light of guidelines and
directions framed by the Reserve Bank of India, the Securities
& Exchange Board of India and other Regulators. The author is
of the view that these guidelines should be followed by banks and
financial institutions very seriously. The author is of the view
that the Board of Directors and the Top Managements of
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Banks have to accord top priority to the compliance function and
take proper steps to ensure that the significance of compliance is
understood by all officials concerned at all levels.

The next article of the issue is on “A Study of Increasing
Digital Banking & Financial Technology Trends, Challenges and
Opportunities in Indian Banking System” authored by Dr. Narinder
Kumar Bhasin, Professor, Amity School of Insurance Banking &
Actuarial Science & Former Vice President Axis Bank Limited.
This article gives us an insight about evolution of Digital Banking
and discusses the Challenges and Opportunities in Implementation of
Digital Banking. The author has also reviewed the achievements of
Payment System Vision 2018 in this article.

The next article of this issue is on “Banking: Sailing across
the economic downturn” written by Mr. Gopal Shekhar Jha, Faculty,
Baroda Academy-SPBT College, Bank of Baroda. According to the
author, the economy is witnessing shifts in business models,
financial requirements and service quality expectations of
customers. The changing ecosystem necessitates banks to offer
innovative products, easily accessible delivery channels along with
real time monitoring.

We are also carrying two articles written in Hindi in this
issue. The first Hindi article is written by Mr. Vijay Prakash
Srivastava, Faculty, Institute of Banking Personnel Selection on
“भार्त में वित्रीय साक्षर्ता का प्रसार - रणनरीव्तयाँ ”.

The next article in Hindi is written by Mr. Subah Singh Yadav,
Former Assistant General Manager, Bank of Baroda on कोर बैंवकंग
सॉलययूशन.

I am also happy to share with you that the Institute’s quarterly
journal, “Bank Quest” has been included in Group B of the UGC CARE
list of Journals.

The year 2019 has also been an eventful year for IIBF where the
Institute has taken several initiatives to bring excellent services
for its members and Banking & Finance fraternity at large.

I wish you all a very Happy & a Prosperous New Year!

Dr. J. N. Misra
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Ladies and Gentleman, it is an honor to deliver the R. K. Talwar
Memorial Lecture. The late Raj Kumar Talwar is one of the most
distinguished bankers in the history of Independent India. He was
born in 1922 and joined the Imperial Bank of India in Lahore in
November 1943 as a Probationary Assistant. He would rise through
the ranks to head the institution, now known as State Bank of
India, in 1969.

As the Chairman of State Bank of India, he managed India’s
largest bank during particularly turbulent times. I am sure he
would have thought a great deal about the issues that I am about to
highlight in this lecture. In particular, he would have wondered
about the problem of navigating through the fluid uncertainty of a
world buffeted by unpredictable shocks, unintended consequences,
butterfly effects, and unknowable interlinkages. Note that this is
about how to deal with “unknown unknowns” and “known unknowables”.
As we shall see, this is quite different from the problem of
dealing with known or quantifiable risks. As economist Frank Knight
famously put it: “Uncertainty must be taken in a sense radically
distinct from the familiar notion of Risk, from which it has never
been properly separated.” This lecture is about how policies and
regulations for dealing with Uncertainty are fundamentally
different from those required for dealing with Risk.

The issue of dealing with financial sector vulnerabilities has
long been a central theme in

economic policymaking. The “panics”, bank failures and financial
crises of the 19th and 20th century led to the evolution of key
institutions such as central banks as well as a large body of
regulations and policies meant to avert and mitigate the impact of
financial system breakdowns. Although central banks, finance
ministries and international organizations did learn from each
other, most of the regulatory and policy frameworks were national
till the nineteen-eighties.

In 1988, an internationally accepted framework was adopted that
demanded some minimum standards to be met by banks (instead of the
patchwork of national regulatory frameworks). Now known as Basel I,
it introduced the concept of regulatory capital that is aligned to
a bank’s balance sheet - Capital to Risk Weighted Assets Ratio
(CRAR). This approach was further enhanced by Basel II norms
introduced in 2004 that demanded greater granulation of risks faced
by a bank’s balance-sheet. Capital charges were made for credit
risk, market risk and operational risk. However, the Global
Financial Crisis of 2007-08 exposed the inadequacies of the
approach. In response, a new and more demanding set of norms were
adopted in 2010. Known as Basel III, most of these capital
requirements have been implemented in phases in India since April
2013.

Basel III norms did not merely introduce more stringent quality
and quantity requirements for regulatory capital, it made several
innovations. For instance, it

Beyond Risk: Policy making for an Uncertain World1

1 Sanjeev Sanyal*

*Principal Economic Adviser and Co-chair of G20’s Framework
Working Group, Ministry of Finance, Government of India.1The author
is grateful to Dr. Krishnamurthy Subramanian, Chief Economic
Adviser, for his comments and suggestions. He would also like to
thank his research team of Arpitha Bykere, Mahima and Aakanksha
Arora for their valuable inputs.

10th R. K. Talwar Memorial Lecture
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introduced an additional layer of common equity - the capital
conservation buffer - as well as introduced a leverage ratio that
required banks to have a minimum level of loss-absorbing capital
relative to all of the banks’ assets irrespective of risk
weighting. Another innovation was to take into account system-wide
risks. Known as “Macro-prudential norms”, Basel III imposed
additional requirements on systemically important banks as well as
a counter-cyclical capital buffer that is meant to balance out
credit cycles (although the exact working of this approach is yet
to be tested).

It is fair to say that the roll out of the Basel III norms have
led to a more systematic approach to risk-taking by banks
internationally and have forced them to become better capitalized.
In India, the roll out of the Basel III norms since 2013, in a
phased manner, coincided with the introduction of the Insolvency
and Bankruptcy Code in 2016 as well as the imposition of much more
stringent asset quality recognition. While these changes did cause
disruptions in the wider economy, the Indian banking system is
arguably healthier today than it was at the beginning of the
decade.

This audience will be familiar with the story thus far but I am
now going to wade into trickier issues. It may not be obvious, but
the general philosophical basis of the Basel approach is that risks
faced by banks are generally known or at least quantifiable. This
is why it prescriptively assigns risk weights to classes of assets.
As pointed by Anat Admati and Martin Hellwig (2015), “the system of
risk weights we currently have has more to do with politics and
tradition than with science”. For instance, home country sovereign
debt enjoys zero risk-weight but the Greek default of 2012
demonstrated clearly the flaw in this thinking. Even when Basel III
allows for external assessment of risk, it presumes that it is only
a matter of encouraging credit

analysts in rating agencies to work out the probability of
default. The belief is that it is mostly a matter of adequately
incentivized rating agencies to delve ever deeper into
balance-sheets and create even more elaborate excel-sheet
models.

The problem is that financial systems are not merely subject to
known and quantifiable risks but to the pure uncertainty of
“unknown unknowns” and of “known unknowables”. The former derives
from geopolitical, political, technological, economic, and other
shocks that simply cannot be predicted or quantified in any
meaningful way. The latter is related to factors that cannot be
resolved due to inherent information gaps and asymmetries (for
instance, the “moral hazard” problem of monitoring management
behavior). Moreover, note that all the above factors interact with
each other in multiple, non-linear ways. Second and third-order
feedback loops result in complex and unpredictable evolution of
outcomes.

Financial systems are complex adaptive systems that are
constantly evolving in an unpredictable world. This is just as much
a world of indeterminable uncertainty as of quantifiable risk. The
introduction of rigid and prescriptive regulations aimed only at
risks are not merely inadequate but may have harmful unintended
consequences from an uncertainty management perspective. For
instance, one can argue that sudden growth of “shadow banking”
across the world is partly due to the imposition of stricter norms
on banks. The result is that financial sector vulnerability has
simply shifted to the unregulated part of the system. This is not
to argue that Basel III should be rolled back, but to point out
that the current approach has its limits. Rather than stumble into
ever more stringent regulations, perhaps the time has come to take
a wider view of the matter. The following is a list of some of the
issues that need to be considered:
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1) Supervision versus Regulation: There has been a tendency to
treat regulation and supervision as being broadly the same thing or
at least substitutes. However, there is a big difference between
the rule bound approach of regulation and the business of active
supervision. In a fluid and unpredictable world, we need to take
the latter just as seriously. Yet, the emphasis worldwide has been
almost entirely on regulation even though the norms were set up by
a group ironically called the Basel Committee on Banking
Supervision. For instance, almost all the banking sector scandals
in India of the last couple of years were due to failures of
supervision, and not due to lack of regulations. Even more
regulation would not have averted the problems. One could argue, of
course, that we need more of both but we need to be careful here.
There will always be limited resources and we do need to think
about trade-offs. Indeed, ever more regulations can shift attention
to mindless box ticking and make the financial system rigid and
opaque. Perhaps the time has come to discuss the institutional
capacity and incentives of regulators rather than the imposition of
more stringent rules. This realization is finally dawning on the
Basel Committee and it has issued a list of Core Principles for
effective banking supervision. My own reading of the current
formulation of the principles is that they are too general to be
effective, but at least it is a start.

2) The role of Rating Agencies: One of the results of the Basel
approach has been to make credit ratings by rating agencies a part
of the regulatory framework. Before this, they were merely educated
opinions that could be used as an input for investment decisions.
The change has not gone unnoticed but most of the criticism has

focused on repeated failure of rating agencies to predict credit
events and the consequent need for aligning incentives. Perhaps the
real problem is that we are taking the forecasting abilities of
rating agencies too seriously. Are we the victims of what economist
Friedrich von Hayek termed the “pretense of knowledge”? Perhaps, we
should recognize that rating agencies have only limited capability
of predicting the future course of outcomes. Hardwiring risk
weights and credit ratings is not just leading to false
quantification of unknown unknowns, but unnecessarily inserting a
self-reinforcing feedback loop where a change in credit rating
influences the credit event. No amount of fixing incentives of
rating agencies will solve for this. This is not to argue that
rating agencies cannot play a useful role in quantifying risk or
that their incentives structure should not be realigned, but merely
to point out their limitations when dealing with uncertainty.

3) Genetic diversity: Closely related to the above problem is
that of genetic diversity in the ways banks manage risk. Banks used
to be allowed to manage their risk based on their internal
assessments and models. It was found that this led to gaming (or
“optimization” if you prefer the euphemism) of the system, and
therefore standardized models were imposed. This may be good for
discouraging gaming although standardized models too can all be
“optimized”. Worryingly, however, all banks around the world now
manage their risk in roughly the same way. In an unpredictable
world buffeted by what Nassim Taleb calls “Black Swans”, it is only
a matter of time before the global financial system is hit by a
shock that was not anticipated by these standardized models.
Lacking diversity, many parts of the financial system will fail at
the
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same time. This is akin to what happens when an epidemic hits a
biological system lacking genetic diversity. There is some evidence
that the widespread use of similar Value-at-Risk models had
contributed to the Global Financial Crisis 2008 by encouraging a
form of herd-behavior. In other words, what may be good for
managing Risk may be poor for the problem of managing
Uncertainty.

4) Risk Shifting & Shadow Banking: One of the unintended
consequences of the imposition of stricter regulations and capital
requirements on banks has been the explosive expansion of “shadow
banks”. This is a global phenomenon and has taken many different
forms in different parts of the world. In India, it translated into
the rapid growth of non-banking finance companies (NBFCs). It is
quite clear that we need to impose more regulation and transparency
on NBFCs, but let us also be aware of the trade-off. If we impose
heavy bank-type regulations on existing NBFCs, we will either be
shutting off capital availability to a significant part of the
economy or we will be shifting systemic risk to yet another part of
the financial system. By chasing risk-taking into the less
regulated and non-transparent recesses of the financial system, we
are effectively converting Risk into Uncertainty. There is no easy
solution to this wider issue, and only an intelligent regulatory
trade-off combined with flexible and active supervision can be made
to work.

5) Skin in the Game: The previous points were all about unknown
unknowns. However, there is also the issue of known unknowables –
particularly those related to moral hazard and irresponsible
behavior. This can apply to managements as well as shareholders.
The problem arises because a

lot of actions of key financial system players are not directly
observable and, given the inherent riskiness and uncertainty of
outcomes, it is not easy to hold the players accountable. One way
to circumvent this problem is to ensure that decision-makers have
“skin-in-the-game”. This can be introduced at multiple levels in
order to ensure alignment of incentives. One area that has
attracted a lot of attention since the Global Financial Crisis of
2008 is management compensation. You will all be conversant with
the debates over variable compensation, claw-backs, delayed
encashment and so on. In the first week of November, RBI issued new
guidelines for private bank CEO remuneration. However, the same
skin-in-the-game argument could apply to shareholders. Scholars
like Prof Anat Admati of Stanford have often argued that capital
requirements should just focus on the equity capital base and
leverage as this represent the true loss absorption capacity of a
bank. One could equally argue that having more equity at stake
would make shareholders much more cautious and long-term
oriented.

6) Board of Directors & Corporate Governance: The problems
of moral hazard, unknowables and uncertainty brings us to a gamut
of old-fashioned solutions – corporate governance, the culture of
compliance and the role of the board of directors. As RBI Deputy
Governor Shri. M. K. Jain said in a recent lecture: “Sound
corporate governance and compliance culture will permit the
supervisor to place more reliance on the bank’s internal processes.
In this regard, supervisory experience underscores the importance
of having appropriate levels of authority, responsibility,
accountability and checks and balances within each bank”. I have
directly quoted him as I could not have put
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it more succinctly. Let me add, that the Board of Directors of a
bank, or any corporate institution for that matter, is the first
line of defense. Sadly, it is just not taken seriously enough in
India, especially the role of independent directors. Do we need
more stringent regulation of directorships? Perhaps to an extent,
but simply using the stick will not work here as it will merely
discourage good quality people from participating. We need a
serious national debate on how to attract talent to corporate
boards, including those of banks, and provide appropriate
incentives.

7) Insolvency, contract enforcement & dispute resolution:
All the above issues relate to ex ante ways of dealing with the
problem of uncertainty. However, even with the best management
systems, things will inevitably go wrong. Therefore, ex post
resolution and recovery is critical. In an uncertain world, no
amount of ex ante risk analysis and management can compensate for
this. The introduction of the Insolvency and Bankruptcy Code in
2016, and its implementation since 2017, are important steps in
this direction. Nonetheless, India continues to perform poorly in
contract enforcement and dispute resolution. With some 35 million
pending cases, the legal system is clogged. The World Bank’s Ease
of Doing Business rankings promoted India from 142nd in 2014 to
63rd in 2019. However, the sub-ranking for contract enforcement
places India at 163rd place out of 190 countries. It can be argued
that this is now the single biggest constraint on India’s economic
and financial health. The way in which we currently try to
circumvent this problem is by making ever more complex regulations
and contracts. However, as we know from the work on “incomplete
contracts” by economists like Oliver Hart that, in a world of
uncertainty,

it is not possible to write complete contracts (and by extension
regulations) for every future contingency. Thus, we are fruitlessly
adding ex ante complexity in order to solve for failures of ex-post
resolution and enforcement.

The above list is neither exhaustive nor are the issues unique
to India, although some may be more important in the Indian
context. The idea was to briefly illustrate how the framework for
thinking about Uncertainty is radically different from that needed
for Risk. In this lecture, I have applied the framework exclusively
to the issue of managing the financial sector and the limitations
of the Basel-type approach, but this line of thought, based on
complexity theory, can be applied to fields as diverse as urban
design and industrial policy. Since we live in a world that is
complex, evolving, non-deterministic, and unpredictable, we cannot
make policies and regulations that make a “pretense of knowledge”.
There is no escape from active management/supervision,
skin-in-the-game, ex post resolution and old fashioned values such
as corporate culture.
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• “Strengthening and Streamlining Bank Capital Regulation”,
Robin Greenwood. Samuel Hanson, Jeremy Stein & Adi Sunderam,
Brookings Papers on Economic Activity, September 2017.

• “Regulatory and Supervisory Expectations on Compliance
Function in Banks”, RBI Deputy Governor M. K. Jain IBA Annual
Global Banking Conference, August 2019.

Subscription for Bank Quest and IIBF VISIONSince 1st July 2016
Institute has started to accept subscription for Bank Quest and
IIBF VISION in online mode through SBI Collect and discontinued to
accept subscription through Demand Draft. Domestic subscribers are
requested to visit “Apply now“ at home page of IIBF Website -
www.iibf.org.in for payment of subscription in online mode and also
note:

1. Subscription will be accepted only for one year.

2. Third party payment would not be accepted.

3. Institute will dispatch the Bank Quest and IIBF VISION to
domestic subscribers through Book-Post.

4. Foreign subscribers may write to Publication Department at
[email protected] for subscription application form.

Annual Subscriptions rates for Bank Quest and IIBF VISION are as
under: Subscription Rate for Bank Quest:

Period One year

No. of Issues 4

Annual Subscription Rate inclusive of postage (In India) (`)
160/-

GST* (`) Nil

Total Subscription inclusive of postage (In India) (`) 160/-

Total Subscription inclusive of postage (Foreign) (US $) 10

*GSTN-27AAATT3309D1ZS

Subscription Rate for IIBF VISION:

Period One year

No. of Issues 12

Annual Subscription Rate inclusive of postage (In India) (`)
40/-

GST* (`) Nil

Total Subscription inclusive of postage (In India) (`) 40/-

*GSTN-27AAATT3309D1ZS
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Speech delivered on 92nd Annual General Meeting

V. G. Kannan*

Ladies and Gentlemen,

It is my pleasure in welcoming you all to this 92nd Annual
General Meeting of the Indian Institute of Banking & Finance.
The report of the Council and the audited accounts for the year
2018-19 have already been circulated and with your permission, I
take them as read.

Before I proceed with the highlights of the Institute’s
performance, I would like to share certain important developments
and events that took place during the financial year 2018-19.

Certification of Business Correspondents of Banks

RBI, vide their letter dated 3rd October 2018, has identified
IIBF as the sole certifying authority for the Business
Correspondents (BCs) of banks. Timelines for certifying the BCs
have also been laid down.

For ensuring seamless certification of the BCs, the Institute
has published the courseware in 11 languages and the examination is
also held in 11 languages. In order to help the BCs to understand
the subject better, video lectures, in Hindi and English, covering
the courseware have also been recorded and have been placed on the
You Tube channel of the Institute.

In consultation with RBI, different models for certification of
BCs of the banks have been designed. One of the models is the
Hybrid Model. Under this,

the logistics arrangements and identification of the centres
will be done by the banks. The frequency for conducting the exam
will be decided by the banks in consultation with the
Institute.

RBI has designated IIBF as the certifying agency for the
Payments Banks also. A separate certificate examination for the BCs
of the Payments Banks has also been designed.

Capacity Building Courses for Bank Officers

In today’s competitive banking environment, it is imperative
that bankers keep themselves abreast of the latest developments in
the banking and finance domains. The Reserve Bank of India had
therefore mandated acquiring qualifications in the areas of Credit
Management, Risk Management, Treasury Management, Accounting and
Foreign Exchange Operations. IIBF was one of the Institutions whose
courses were identified for this purpose. In this connection, I am
happy to state that IIBF is the only institute which offers courses
covering all the above areas identified by RBI.

In order to help the banks in building up the capacity levels of
their staff, the Institute took the following initiatives.

a. The exam frequency for the capacity building courses namely
Credit Management, Treasury Management, Risk Management is monthly
and being conducted at more than 100 locations PAN India.

*Member, Governing Council, IIBF & Chief Executive, Indian
Banks' Association (IBA).The speech was delivered on August 23,
2019 at 92nd Annual General Meeting of Indian Institute of Banking
& Finance(IIBF).

92nd AGM Speech
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b. In addition to the physical classroom training offered to
candidates, the Institute introduced a Virtual Classroom Training
(VCRT) for these courses. This has enabled the Institute to reach
out to a larger audience without diluting quality. The cost of
training under the VCRT mode has been absorbed by the Institute,
thus reducing the cost of certification from Rs. 15,000 to Rs.
6,000.

Owing to the above initiatives, enrolments for the capacity
building course have seen a good increase.

International Conference 2018

To commemorate completion of 90 years of dedicated service to
the banking industry, the Institute organised an International
Conference on 25th September 2018 at Mumbai. The theme of the
conference was “Banking: Stepping into the next decade.” The
conference comprised of two panel discussions; the plenary session
being “CEO Speaks” and the second session on “Economists’ Speak.”
There was also a brief talk on the establishment of the Global
Banking Education Standards Board (GBEStB). The conference
concluded with the 35th Sir PTM Lecture also being held on the same
day. The speaker, Dr. Tarun Khanna, Jorge Paulo Lemann Professor,
Harvard Business School, Director, Lakshmi Mittal and Family South
Asia Institute, Harvard University delivered his speech on “Trust
as the Foundation for Finance”. A special edition of the Bank
Quest, a quarterly journal of the Institute, which focused on the
theme of the Conference was also released during the Conference.
Articles on the theme, received from both national and
international experts, were published in the journal. The
conference was well received with good participation from
bankers.

Launching of New Certificate / Diploma Courses

The Institute launched a certificate course on “Accounting and
Audit” and the first examination

was held in July 2018. The Institute also introduced two
certificate courses: one on Ethics in Banking to sensitise bankers
on the inter linkage of one’s own ethical behaviour with the
institution’s reputation and the other on Small Finance Banks
(SFBs) to cater to the requirement of existing staff and
prospective employees of SFBs. A core component of the subject
‘Ethics in Banking’ has also been included in the JAIIB syllabus in
order to reach out to a large population of bankers.

Self-paced e-learning courses

With rapid progress in technology and advancement in learning
systems, E-learning has been embraced by the masses, a formalised
teaching system with the help of electronic resources. E-learning
has been developed by the Institute for some of its subjects and is
made available to the candidates registering for the examinations,
as an additional pedagogical tool. To further diversify its
portfolio of offerings, the Institute has developed a new mode of
certification called the Self-paced e-learning cum certification
courses. In the first phase, two courses namely “Ethics in Banking”
and “Digital Banking” have been introduced.

Now, let me share the highlights of the Institute’s
performance.

Financial Performance

The balance sheet of IIBF as on 31st March 2019 at Rs. 509.57
crore registered an increase of 15% over the previous year. The
income of the Institute during 2018-19 at Rs. 113.31 crore
witnessed an increase of around 10% over the previous year. The
Institute has made a surplus of Rs.59.22 crore, an 18% increase
from the previous year. The amount transferred to the General
Reserve was Rs. 59.19 crore.

Membership

The number of Ordinary Members was 8,86,580 as on 31st March,
2019. During the year, 46,606 new members joined the Institute.
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Examinations

About 3 lakh candidates had enrolled for the Flagship /
Associate Examinations conducted by the Institute. It is indeed a
matter of pride for all of us that a sizeable number of candidates
appear for the flagship courses (JAIIB, CAIIB and DB&F) offered
by the Institute. This helps the banks to have well qualified
personnel manning different banking verticals.

The total enrolments under the blended and certificate courses
have also witnessed a good increase.

Study Support Services

In order to make distance learning a value proposition, apart
from publishing a courseware, the Institute provides academic
support in terms of e-learning, video lectures, mock tests; regular
subject updates and condensed RBI Master Circulars / Directions on
its website, a daily e-newsletter “FinQuest”, a monthly newsletter
(IIBF Vision), a quarterly publication (Bank Quest) and contact
classes. These initiatives have been received well.

Video Lectures

The Institute had prepared video lectures for all the 3 subjects
of JAIIB / DB&F, 2 compulsory subjects of CAIIB and for the
certificate examination for the Business Correspondents. The video
lectures for the JAIIB, DB&F and CAIIB courses were updated
during 2018-19.

Mock Test

Mock test is an effort to simulate examination conditions and
gives an opportunity to candidates to familiarise themselves with
the pattern of on-line examinations. Such tests provide a feel of
the MCQ pattern of the examination.

Mock Test facility has been made available for JAIIB, DB&F,
CAIIB (compulsory subjects) as also for three of its specialised
courses, namely, Certified Treasury

Professional, Certified Credit Professional and Certificate in
Risk in Financial Services. The mock test can be taken by any
candidate subject to payment of a nominal fee.

HR Meet

The annual meet of the Heads of HR/Training of Banks was held at
the Corporate office of IIBF on 13th February 2019. This meet helps
the Institute in understanding the requirements of the bankers
which culminate in developing new courses.

As a part of this meet, an interactive integrity session was
also organised by the Institute in association with Chartered
Institute for Securities & Investment (CISI) London. Mr. Kevin
Moore, Director, CISI, London took the session and walked the
participants through case studies involving ethical behaviour.

Seminars

A one-day Seminar on Block Chain Technologies, Artificial
Intelligence and Robotics Automation processes was held on 20th
February 2019 at the Leadership Center, IIBF. The objective of the
seminar was to create an awareness on these new areas among the
banking fraternity. Well informed and leading IT experts like Mr.
Peter Wihman- Microsoft APAC and Mr. Rohas Nagpal from Primechain
Technologies, Pune, addressed the gathering.

To create a greater level of awareness amongst bankers about the
activities of IIBF in the banking education space and
implementation of the BCSBI Codes and Rights of Banks’ Customers,
the Institute organised a Bankers’ Awareness Meet, in association
with Banking Codes and Standards Board of India, at the Indian
Institute of Bank Management, Guwahati on 20th December 2018.

Another seminar on Professionalism & Ethics was also
organised by the Institute on 22nd June 2018 to create awareness
amongst bankers on proper conduct and application of values of
integrity, accountability,
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honesty in the workplace as individuals and in a group.

Social Media

The Institute has its own Facebook page and YouTube channel. The
number of subscribers have crossed 100,000 in Facebook and more
than 200,000 views on the YouTube channel of the Institute.

Memorial Lecture

The 9th R K Talwar Memorial Lecture was organised by the
Institute on 8th August 2018 at the State Bank of India Auditorium,
Mumbai in association with State Bank of India. The lecture was
delivered by Dr. Bibek Debroy, Chairman, Economic Advisory Council
to the Prime Minister and Member, NITI Aayog. The topic of the
lecture was “The Reform Agenda.”

Training Highlights

The Institute conducted 173 training programmes during the year
2018-2019 in different areas at the Leadership Centre and at the
PDCs at Chennai, Kolkata and New Delhi. The Institute also
conducted 35 customised training programmes in different areas for
10 Banks/FIs, which included 3 foreign banks/ Institutions.

Advanced Management Programme (AMP) in Banking & Finance

Advanced Management Programme in Banking & Finance (AMP) is
a prestigious course offered by the Institute for developing and
nurturing future leaders of the industry in consonance with the
Vision statement of the Institute. The participants of this
programme are from all groups of banks - public sector, private
sector and co-operative apart from foreign banks and new generation
banks. Financial Institutions have also sponsored participants for
AMPs. Seven batches of this programme have been completed. The VIII
batch is in progress.

Study Tours by Foreign Bankers

A group of delegates of senior Bankers from Nepal, sponsored by
National Banking Institute, Kathmandu, visited IIBF Campus in June
as a part of their visit to select Indian Banks.

A delegation of 12 senior bankers of Egypt sponsored by Egyptian
Banking Institute (EBI), Cairo, Egypt visited India during Sept
2018 as a part of the study tour on best practices in IT and
Digital payment initiatives followed by Indian commercial
Banks.

Another team of 22 Egyptian Bankers visited India in a Study
Tour on “Financing of Agriculture and MSME Sectors by Banks in
India” during January 2019. The members of both teams and EBI
highly appreciated the efforts of the Institute in this regard.

IT Initiatives

All the activities undertaken by the Institute are in the
on-line mode. While continuing to take further initiatives in this
regard, the Institute is also in the process of implementing
Digitally Signed Certificate for all the examinations to replace
the paper based manual certificates.

The Institute has been able to scale newer heights mainly due to
the support received by it from its members. The contribution by
the staff of the Institute towards its overall development also
needs a special mention.

Proposal

Now I propose that the Report of the Council and audited
statement of Accounts of the Institute for the year ended 31st
March 2019 be adopted and passed.

Thank you for your kind attention.
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Financial Inclusion, Financial Literacy and the Indian Woman

Raiba Spurgeon*

Introduction

While presenting her maiden budget, Ms. Nirmala Sitharaman,
Union Minister of Finance and Corporate Affairs quoted Swami
Vivekananda’s letter to Swami Ramakrishna in which he had said,
“There is no chance for the welfare of the world unless the
condition of women is improved”. Offering various sops focused on
empowerment of women, Ms. Sitharaman said that India can progress
and grow only with greater participation of women. Gender
budgeting, a concept that was proposed in the mid- 1990s, was
adopted by India in 2005-06 and has been part of India’s annual
budget presentation for the last 15 years. It is a powerful tool
aimed at gender mainstreaming in order to ensure that benefits of
development reach women as much as men. Gender budgeting entails
assessment of Government budgets to establish gender differential
policy impacts and to ensure that gender commitments are translated
into budgetary commitments.

As per the data from the Economic Survey of India for 2018-19,
the proportion of women having a bank or saving account that they
themselves use and control has increased from 15.5% in 2005-06 to
53% in 2015-16. While this is a tremendous achievement in the
roadmap towards India’s Sustainable Development Goals, it is
important to critically analyse the ‘real’ level of financial
inclusiveness that has happened.

Official reports from the Ministry of Finance, indicates that
more than 37 crore accounts have been opened under the Pradhan
Mantri Jan Dhan Yojana scheme. Of these, 19.71 crore accounts have
been opened by women. On paper, the numbers may add extensively to
India’s ambition of total financial inclusion, but one must realise
that there may not always be strength in numbers. As on 23rd
January 2019, around 15% of the Jan Dhan accounts were zero-balance
accounts, and while 84% of the accounts were stated to be
‘operative’1 there is no clarity on the actual level of operations
that is being carried out in these accounts.

Figure I : Active vs. inactive accounts

Made at least one deposit or withdrawal in the past yearMade no
deposit and no withdrawal in the past year

Source: Golbal Findex database

In India almost half of account owners have an account that
remained inactive in the past year

Afghanistan

Bangladesh

India

Nepal

Pakistan

Sri Lanka 0 20 40 60 80

*Research Officer, State Bank Institute of Consumer Banking,
Hyderabad. 1An account is deemed to be operative if atleast one
transaction is conducted in the account in a span of two years.
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Moving from Financial Inclusion to Financial Literacy

The World Bank recently published the results of its Global
Findex Survey (2017) in which the extremely low utilization of
accounts has been pointed out. Globally, one-fifth of bank accounts
are inactive- with neither a deposit nor a withdrawal in the past
12 months (data as on July 2017). According to the study, while 80%
of Indian adults now have a bank account, this fast progress is
accompanied by increase in the percentage of inactive accounts, as
48% of bank accounts saw no deposit or withdrawal activity in 2017,
compared to 44% in 2014. This gap in financial access and usage is
even more telling for females. Just as countries focus on opening
new accounts, it is also necessary for them to focus on extending
access to finance to the segments of population that are most
difficult to reach- the women, the poor and the rural population.
Unless a broader gender inclusive policy is put in place and acted
upon, policies providing only an entry to formal finance will fail.
Emphasizing on financial literacy as a more comprehensive step to
financial inclusion is one way of moving forward.

While having access to a financial account is a great start, it
does not necessarily translate into financial inclusion unless the
account is used in day-to-day financial activities. While financial
inclusion focuses on generating more banks accounts and providing
access to formal banking facilities, financial literacy stresses on
expanding one’s knowledge of financial products and services.
Hence, while financial inclusion is a quantitative and restricted
measure of development, financial literacy is a qualitative and
expansive measure of development and sustainability. Financially
literate people are more likely to explore financial products and
services offered by various banks, can understand which products
suit their needs and are able to use those products effectively for
their benefits. In order to make the population more financially
literate, financial services have to be tailored, especially to the
needs of first-time users. These novice users will, in the
beginning, need customized and user-friendly products that help
them conduct basic financial transactions on their own. Once they
are comfortable using formal financial services, financial literacy
services that explain a host of savings and investment products may
be provided.

Figure II: Gateway to Financial Inclusion

Source: World Bank
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A Global Perspective

A Global Perspective

The Standard & Poor’s Ratings Services Financial Literacy
Survey (Dec 2015), one of the most comprehensive financial literacy
surveys conducted

globally, has found that financial illiteracy is widespread.
Only one in three adults have an understanding of basic financial
concepts. To add to this, there is strong evidence that women
around the world lag far behind men in financial literacy.
Surprisingly, the gender gap is independent of a country’s income
level, financial market development or institutional setup. While
women earn less and save less, they are as responsible for their
living expenses as men. In fact, since they live longer, they incur
additional costs, which is, in many cases, not set off by a planned
investment or insurance. Further, they end up being unprepared for
any sudden change

in their financial standing. Women also tend to have lower debt
literacy and so end up borrowing from informal and high-cost
sources like moneylenders and pawn shops.

Women have been socially conditioned to think that they are bad
with money, which is ironic considering they are the gender that is
most engaged with family health, well-being and security. A UBS
study (conducted between Sept 2017 and Jan 2019) of high net worth
women from developed countries found that while 85% women managed
day-to-day expenses, only 23% of them were engaged in long term
financial planning that included investments, retirement and
emergencies. The female’s distance from finance and investment
starts as a child, when she depends on her father for any financial
needs and continues into adulthood, when she depends on her spouse
for her investment needs. True equality comes with financial
empowerment- financial knowledge, decision- making skills,
financial success and better opportunities.

Financial Literacy in India

While the developed world is struggling with closing gender gaps
in financial literacy and financial empowerment, India is still
making headway into financially including her women. The latest
Global Findex Survey shows that gender gap in account ownership in
developing countries persists. The S&P Financial Literacy study
(Dec 2015) had emphasized on the seven-point gender gap between
financially illiterate Indian men and women as compared to the
five-point gap worldwide. Further, it was pointed out that Indian
women were far ahead of the world in terms of financial illiteracy.
80% of Indian women were financially illiterate as compared to 65%
women worldwide. In a large economy like India, it is important to
take into account her diverse cultures,

100
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Source: Global Findex database.
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The gender gap in account ownership persists in developing
economies


	
18 October - December 2019 The Journal of Indian Institute of
Banking & Finance

socio-economic differences, urban-rural divide and rich-poor gap
when pushing for a financial inclusion policy. For the Indian woman
to reach her counterparts in developed countries, it is necessary
to take a two-pronged approach- a ‘financial inclusion’ policy that
focuses on ‘financial education’.

India has a wide gender gap in workforce participation and pay,
especially in rural areas. The National Sample Survey of 2011-2012
pointed out that the all-India workforce participation rate for
males was 53.26% while that of females was only 25.51%. It also
found that irrespective of education and urban-rural divide, the
average per day wage/salary earned by a female worker/employee is
lesser than that earned by her male counterpart. The Kerala based
Kudumbashree project, which is co-sponsored by the state government
and local bodies is a fine example of how women from the poorest of
families have been empowered, both socially and financially. The
women-centric programme is a varied form of the traditional
Bank-Self Help Group Model, and has facilitated new businesses run
solely by women, has improved the standard of living of their
families, has promoted functional literacy among poor women and has
supported them in multiple credit and non-credit services. These
women leaders, under the wing of Kudumbashree, have developed their
leadership and financial acumen into profitable businesses and have
quickly become comfortable with varied financial products like
savings accounts, loans and insurances. Active involvement of the
government at the grassroot levels and coordinated policy
formulation at the central level is seen to be vital for improved
financial literacy.

The government, through its multiple financial arms, has been
providing basic and innovative financial literacy programmes across
the country. Side-by-side, many public and private sector banks and
Non-

Government Organisations (NGOs) have also been working towards
financially enabling their target audience. The Reserve Bank of
India (RBI) set up the Financial Inclusion and Development
Department (FIDD) as the nodal department for formulating and
implementing financial inclusion policies within the country. In
2007, RBI launched Financial Literacy and Credit Counselling
Centres (FLCCs), aimed at providing free financial education and
counseling to rural and urban Indians. The job of propagating these
financial literacy centres were taken up by NGOs, self-help groups
(SHGs) and banks across the country. Multiple posters featuring
simple yet appealing slogans, that explain the basics of money,
savings, borrowings and other banking products, have been
introduced by RBI. These posters are used extensively and
effectively by NGOs, SHGs and banks in financial literacy camps. To
ensure that effective literacy programmes are carried out at the
ground level, the RBI engages in training bank branch managers
(with special focus on rural branch managers), who in turn educate
the Business Correspondents (BCs) attached to their branches, who
educate the rural and urban masses. Provision of a ‘Financial
Diary’ that shows how to keep a record of income and expenses is
also a part of their financial literacy camps. The RBI is
instrumental in undertaking multiple mass media campaigns through
Doordarshan and All India Radio to spread financial awareness
messages. Financial Literacy Week is also organized every year to
promote awareness on key topics through a focused campaign.

RBI’s Financial Diary

Recently, the National Strategy for Financial Inclusion for
India 2019-24 was prepared by the RBI and is based on the inputs of
the Government of India and other financial sector regulators like
Securities and Exchange Board of India (SEBI), Insurance
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Regulatory and Development Authority of India (IRDAI) and
Pension Fund Regulatory and Development Authority (PFRDA). The
financial inclusion document includes outcomes from consultations
with multiple market players and stakeholders like National Bank
for Agriculture and Rural development (NABARD), National Payments
Corporation of India (NPCI), Non- Governmental Organisations
(NGOs), Self-Regulatory Organisations (SROs) etc. Further, the
National Centre for Financial Education (NCFE) was set up under
Section 8 of the Companies Act 2013, to focus on promoting
financial education across the country for all sections of the
population and to implement the objectives of the National Strategy
for Financial Education (NSFE).

RBI, under a project titled ‘Project Financial Literacy’, aims
at providing information regarding the central bank and other
general banking concepts to various target groups including woman,
children and rural and urban poor. Further, they have provided a
link (available in 13 regional languages) of the same on their
website for easy access. RBI, as part of its financial literacy
mission also circulates a Financial Awareness Messages (FAME)
booklet that provides awareness on essential financial needs in a
concise manner. Securities and Exchange Board of India (SEBI) has
designed multiple modules in their financial literacy programmes,
aimed at different sets of individuals. Modules have been developed
specifically for school level children, college level children,
homemakers, executives etc. Resource persons from SEBI reach out to
their specific target audience and conducts workshops on basic
financial matters like savings, investments, insurance, retirement
planning etc. Insurance Regulatory and Development Authority of
India (IRDAI) has been conducting awareness programmes that include
circulation of televised messages about the rights

and duties of policy holders, conducting annual seminars for
policy holders, issuance of various comic series on insurance and
publishing of ‘Policyholder Handbooks’. The 2017 Global Findex
study had asked unbanked adults the reason for not having an
account at a financial institution. Atleast, a fifth of the
respondents had stated their distrust in the system as a reason.
While the financial literacy projects conducted by various agencies
not only reduces financial illiteracy, it also encourages
individuals and creates a basic level of trust among the
participants towards financial products.

Conclusion

The Global Findex study (2017) found that 56% of unbanked people
are women. Another study conducted in the year 2012 (Visa Global
Financial Literacy Barometer survey) showed that atleast 43% of
Indian women did not understand basic money management to be able
to discuss it with their children. This is because many women were
not taught to be financially literate in childhood, a very
important time for learning financial concepts, that help in
financial decision-making in adulthood. Financial capacity
building- knowing and understanding how to use financial services-
is the key to the well-being of an individual and society as a
whole. To underline the importance of gender and to sensitize the
population towards equal opportunity for women, the Economic Survey
India for the year 2017-18 was printed in pink. While actions like
this advertises the government’s interest in a gender-inclusive
policy, the same needs to be substantiated with real-life policy
impacts.Attainment of wholesome ‘financial literacy’ is what is
vital to the country’s betterment.

In the present day, moving from financial literacy to ‘Digital
Financial Literacy’ is the ideal step


	
20 October - December 2019 The Journal of Indian Institute of
Banking & Finance

forward for the country. Having the knowledge and skills to
effectively use digital devices for financial transactions is
digital financial literacy. According to World Bank, globally, one
billion of the financially excluded adults own a mobile phone and
about 480 million have internet access. In India alone, more than
50% of the unbanked have a mobile phone. While it is too early to
know the real impact of digital money on the traditionally unbanked
population, there are early signs from some countries that mobile
money may help in closing the gender gap on access to the financial
system. India, as a country is aided by the extremely low price
that an individual need to pay for data connectivity. Studies show
that India currently has the cheapest mobile data in the world.
That along with the entry of low-cost smartphones in the Indian
market is expected to push the average Indian’s mobile use. For the
financially unincluded individual, having a mobile phone with
internet connectivity can open a door of financial opportunities.
Apart from helping them access financial services at their
fingertips, it could eliminate travel time and hence lower the cost
of access and improve affordability. Digitized financial services
can be easily tailored to meet the need of women, can raise their
financial familiarity and can help them build a strong financial
platform for themselves and their family. It is essential that the
government and its financial wings look at merging India’s low-cost
digital access to her financial inclusion goals as a way ahead for
a financially literate state. Innovating the use of technology to
deepen financial literacy among women will in turn generate a
multiplier effect of proliferating financial literacy to future
generations.
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Introduction

Why are there so many difficulties and disparities in this
world? This question will flash in the mind of every right thinking
person often. More particularly, the economic inequalities are
widening year after year between the advantageous and the not so
advantageous.

There is enormous wealth in this world. But still we happen to
read news of a school boy committing suicide after his class
teacher reminded him of non-payment of school fees. Till very
recently, we have read news of drainage workers dying due to
asphyxiation while manually cleaning drainages. Often, we have to
read news of a patient or a pregnant lady in labour being denied of
timely medical intervention for want of money.

Since Independence, successive Governments have devised so many
schemes for uplifting the economic conditions of the poor.
Nationalisation of specified banks, opening of a vast number of
rural branches and the concept of priority sector lending were some
of the early steps in inclusive banking. All these steps helped to
shift the focus from class banking to mass banking. The phrase
Financial Inclusion had been used for the first time in the Annual
Report of RBI for the year 2004-05. It had been stressed as a key
issue for strategic action. Since then, Financial Inclusion and
Financial Literacy have become the mantra for inclusive
development. Actually, the pair

is mutually supportive. Financial Literacy paves the way for
Financial Inclusion and the vice versa is also true. In the late
2000s, banking services were taken to the doorsteps of the unbanked
masses. Awareness camps were conducted in rural areas to promote
banking habits. Fintech developments came in handy to achieve those
objectives. The policy of liberalisation, privatisation and
globalisation promoted since 1991 threw open a floodgate of
opportunities for every one.

The latest initiatives in Financial Inclusion include Pradhan
Mantri Jan Dhan Yojana (under which, poor people can open bank
accounts with access to financial services in an affordable
manner), Pradhan Mantri Suraksha Bima Yojana and Pradhan Mantri
Jeevan Jyoti Bima Yojana (providing accidental and life insurance
covers respectively). Direct Benefits Transfer (DBT) is also
another welcome measure, whereby the benefits of the welfare
schemes are credited to the accounts of the poor directly without
the involvement of intermediaries. United Payments Interface (UPI)
system and BHIM App developed by National Payments Corporation of
India (NPCI) enable retail payments easily through mobiles. Monthly
number of transactions done through UPI crossed the 900 million
mark in August, 2019. Also Payments Banks are accelerating
financial inclusion in the country, particularly by offering
financial services in unbanked and underbanked regions of the
country, as per the guidelines of RBI.

Financial Inclusion is only a gateway in the Economic
journey

Lalitha Sitaraman*

*Former Senior Manager, Indian Oversease Bank.
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But looking at the conditions of the poor, it is obvious that
their conditions have not improved much. The benefits trickle down
from top to bottom at a pace not enough for the massive upliftment
of poor. Financial Inclusion is just a threshold. Much is to be
delivered beyond that. There has to be a two pronged approach for
reducing inequalities. First, factors contributing for the widening
gaps have to be identified and they have to be eliminated to arrest
further widening. Second, the gaps already created have to be
narrowed down.

Present conditions as picturised by Economists and studies

Economists have analysed the evil causes and effects of
inequalities from various angles. American economist and Nobel
Laureate Dr. Paul Krugman in his write up titled “The undeserving
rich” picturizes how wealth is concentrated in the top 1% or more
aptly in the top 0.1%. He writes that since the late 1970s, real
wages for the bottom half of the workforce have stagnated or
fallen, while the incomes of the top 1 percent have nearly
quadrupled (and the incomes of the top 0.1 per cent have risen even
more). The author identifies that the top lucky few are executives
of some kind, especially, though not only, in finance.

In February 2019, while speaking at the launch his book, ‘A
Quantum Leap in the Wrong Direction?’ in New Delhi, Nobel Laureate
Dr. Amartya Sen had been quoted by the media as saying, “This idea
of progress being progress for some, but not for others - there’s
an element of religiosity in it. This basic belief that some
people’s progress is like everyone’s progress is something that can
be rooted way back in our thinking”.

Indian-origin American Economist Dr. Abhijit Banerjee, his wife
Dr. Esther Duflo and Dr. Michael Kremer who shared among themselves
the 2019 Nobel Prize in Economic Sciences for their “experimental
approach to alleviating global poverty” have been lauded for

their “improved efforts to fight global poverty” by breaking
down a complex problem into “smaller, more manageable questions”.
The Nobel Laureate couple in their book ‘Poor Economics’ have said,
“…we have to abandon the habit of reducing the poor to cartoon
characters and take the time to really understand their lives, in
all their complexity and richness”.

In March 2019, Dr. Raghuram Rajan, former Governor of Reserve
Bank of India has spoken about the perils of rising social and
economic inequalities. He observes that the communities that are
not able to exploit the global opportunities due to lack of good
education continue to remain so due to deprivation of equal
opportunities. He points out that there are communities which have
deteriorating schools, rising crime and rising social illnesses and
are unable to prepare their members for the global economy. In
short, they are caught in a vicious circle. Dr. Rajan believes that
Capitalism is under serious threat because it has stopped providing
for the many.

The panel headed by eminent economist and former Governor of
Reserve Bank of India, Dr. Rangarajan, had estimated in 2014 that a
person spending less than `1,407 a month (` 47/day) in cities or a
person spending less than ̀ 972 a month (`32/day) in villages would
be considered poor and that nearly 363 million people had been poor
in 2011-12. The above poverty line estimates are based on minimum
daily requirement of 2,400 and 2,100 calories for an adult in rural
and urban areas respectively and on other basic requirements such
as housing, clothing, education, health, sanitation, conveyance,
fuel, entertainment, etc. It may be noted, for reference, that when
the first such poverty line was created by the erstwhile Planning
Commission in the mid-1970s, minimum per capita daily expenditure
requirements were fixed at `2 and `2.3, respectively, with
reference to calories requirement alone. While these estimates are
used
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by the Government for arriving at the financial outlay for
attacking the problem, in the real sense the cut off amounts are
low and people with incomes much above these levels are also
leading the miserable life of poor.

Authors Jean Dreze and Amartya Sen, while lauding India in their
book, ‘An Uncertain Glory: India and its Contradictions’ for its
high growth in1990s (6%) and in the last decade (7%), have analysed
that during this period, some people, particularly among the
privileged classes have done very well, but the pace of improvement
has been very slow for the bulk of the people and for some, there
has been remarkably little change. They also point out that income
distribution is getting more unequal in recent years and that,
India’s real wages are stagnant. The authors insist that had the
income distribution remained unchanged instead of becoming more
unequal, poor people would have achieved much more from India’s
rapid economic growth. They highlighted that China’s economic
inequality, per se, is no less than India’s, but Chinese poor do
not typically lack in basic amenities in the way poor Indians do.
It is also reiterated in the book that economic, social, cultural,
political and other inequalities must be addressed together in
India so that it plays an enormously important part in reducing the
force of inequalities of class, caste and gender too.

As per the new census data on slums, released on 30.09.2013,
over 65 million people live in slums, up from 52 million in 2001.
The census defines a slum as “residential areas where dwellings are
unfit for human habitation” because they are dilapidated, cramped,
poorly ventilated, unclean or “any combination of these factors
which are detrimental to the safety and health” and covers all
4,041 statutory towns in India.

The United Nations Global Reports on Human

Settlements in their document titled The Challenge of Slums:
Global Report on Human Settlements 2003, while acknowledging Indian
Government’s massive slum rehabilitation programmes also point out
that ironically, in many cities, much of the public housing built
between the 1950s and 1970s to re-house the residents of central
city slums and squatter settlements, has itself now joined the
stock of slums.

Suggestions to reduce the stark inequalities:

While we think about economic inequalities, thoughts about Karl
Marx come automatically to mind. The philosopher and revolutionary
socialist of the nineteenth century had envisaged a society based
on cooperation. “From each according to his abilities, to each
according to his needs” is a memorable quote with respect to his
ideology.

Dr. Amartya Sen emphasises that, for bridging the divide, it is
incumbent on development strategies to pool and mobilise skills and
abilities across the whole spectrum of societies.

The Nobel Laureate Dr. Abhijit Banerjee & Dr Esther Duflo in
their book, ‘Poor Economics’ mentions that small changes, including
tweaks in existing structures, often produced lasting and big
outcomes in reducing poverty.

If people also supplement Government’s efforts in this regard,
much can be achieved. Here, the Government may envisage a formal
role for its affluent citizens. Just as Corporate Social
Responsibility has been made mandatory for specified corporates in
the Companies Act 2013, a concept of Individual Social
Responsibility can be brought in. There is a saying in Tamil, which
means that the beauty of a wealthy person lies in his nature of
supporting his needy relatives. Accordingly, affluent individuals
can hand-hold their less fortunate brethren, who may be their
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relatives, known persons or strangers. Like the SHG concept
which brought inclusion to certain extent, we may aspire for HHGs
(Hand holding Groups) to bring visible leaps in the status of
economically deprived people. That a needy hand has been held has
to be demonstrated by the data.

Since e-Governance has stabilised in India and the trendy topics
of Data Analytics and Block Chain Technology are very promising,
the time is more ripe now than ever to consider new reforms in
governance. For example, presently, payments of medical insurance
premia and repayments of educational loans and housing loans, for
self and family, entitle a tax payer for exemptions. The same
exemptions may be considered for paying those of a third party with
a marginal income.

Money supply alone will not reduce inequalities and the
utilisation side also has to be addressed to ensure that money is
spent in prudent ways. Thus, there are educational, social and
moral aspects concerned with the task. Moral education classes may
be included for all school children so that they understand the
virtues of leading a simple life and of not being greedy so that
money can be saved for productive purposes. In higher classes, all
students can be acquainted with basic economic terms and ideas.
They can be introduced to the life time skills of apportioning
their available means to their different wants prudently. When
people become confident they will pick up the courage to say ‘No’
to things they don’t need immediately. This is what Dr. Abhijit
Banerjee wishes to point out when he asks, “Why would a man in
Morocco who doesn›t have enough to eat buy a television?”.

Print and visual media can be utilized by the Government, as
already being done for some social issues, to create awareness
among people about the issue of inequalities. Seminars, discussion
fora, articles by eminent authors etc., as the case may be, may
also help to awake the conscience of all people.

Dr. Arvind Panagariya, erstwhile Vice Chairman, NITI Aayog,
while delivering a lecture at the RIS (Research and Information
System for developing countries) Conference at the United Nations,
on 21/09/2015, had spoken that “I firmly believe that with
political will and right set of policies, it is entirely possible
to end poverty within a generation “. Let us hope that the
inequalities are bridged fast and poverty ends soon.
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The stakeholders in a bank include its shareholders,

investors, customers, employees and government.

The activities undertaken by a bank have to conform

to the rules, laws and standards applicable to its

operational jurisdiction. Banks in India are required

to design, implement and operate an effective

compliance function as per the guidelines of the

Reserve Bank of India. The listed Banks and Banking

Companies are also governed by SEBI (Listing and

Other Disclosure Obligations) Regulations, 2015

and other SEBI Guidelines. In case of Banking

Companies, the requirements of the Companies Act,

2013 are also applicable, wherever not incompatible

with the requirements of the Banking Regulations

Act, 1949. Banks need to have a Chief Compliance

Officer, who is required to assist the top management

in managing effectively the compliance risks faced by

the bank.

The Risk Based Supervision Framework introduced

by the Reserve Bank of India consists of certain very

specific templates oriented towards the compliance

assessment of Banks. The Chief Compliance Officers

are expected to ensure total compliance with all

specified guidelines enlisted in these templates,

which are expected to be updated on an annual basis.

Banks are expected to (a) have in place an exhaustive

compliance framework encompassing all guidelines

emanating from RBI, (b) identify potential breaches

and (c) remedy them up-front.

Non-compliance to the regulator’s instructions and

directives can result in various types of action against

the defaulting banks, which may include imposition

of monetary penalties. There have also been cases,

where SEBI has imposed monetary penalties on the

Compliance Officers.

Let us have a look at the monetary penalties imposed

by Reserve Bank of India on Scheduled Commercial

Banks during the years 2018 and 2019 (Ten-month

period ended 31st October, 2019):

The penalties imposed by SEBI during the period from 2011-2019
including settlement charges for various violations are as
under:

The importance of Compliance in Banking

Rakesh Kaushik*
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An analysis of the nature of non-compliances shows that monetary
penalties have been imposed for non-compliances in the following
areas:

Penalties imposed by SEBI

For Disclosure Lapses

Banks, which are listed on any recognized stock exchange in
India, are required to comply with the conditions of the listing
agreement with that stock exchange. As of now, the listing
agreement is governed by the provisions of SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015. A
listed Bank is required to immediately inform the Exchange about
all such events, which have a bearing on the performance/operations
of the bank as well as on the price sensitive information. This
information must be adequate and should be provided in a timely
manner. The listed Bank has to ensure equitable treatment of all
shareholders, including minority and foreign shareholders.

SEBI imposed monetary penalties including settlement charges
amounting to Rs. 6.16 Million in September, 2019 on two listed
private sector banks for disclosure lapses. While in one case,
penalty was imposed because of disclosure lapses observed in the
May, 2010 which involved violations of Clause 36 of the Equity
Listing Agreement and Regulation 12 of the SEBI (Prohibition of
Insider Trading) Regulation,

1992, the other case pertained to selective disclosure made by
the bank in February, 2019 and involved violation of Regulation 30
of SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015. In the latter case, the bank opted for
settlement with SEBI. The important point to be noted in both these
cases is that monetary penalties including settlement charges
aggregating Rs. 1.645 Million for the above defaults were imposed
on the Compliance Officers of the Banks. Penalties imposed on the
Compliance Officers in their individual capacity are something
which cannot be taken lightly and highlight the gravity of the role
of Compliance Officers in a Bank. The Compliance Officers have to
be thorough professionals and have to perform their work diligently
and without any bias or influence. This also casts a responsibility
on the top managements and the boards of listed banks to support
the compliance function in their banks and also encourage a
professional and ethical approach as well as a zero tolerance
policy towards non-compliance with regulatory guidelines.

For Violations of SEBI (Debenture Trustees) Regulations, 1993
and Other Related Guidelines

The Companies (Share Capital and Debentures) Rules, 2014, made
by the Central Government provide for the appointment of a
debenture trustee by a Company before the issue of prospectus or
letter of offer for subscription of its debentures and also provide
for execution of a debenture trust deed to protect the interest of
the debenture holders within sixty days of the allotment of the
debentures. The debenture trustee has to satisfy himself that the
contents of the trust deed are in line with the terms and
conditions of the issue of debentures. The important duties of the
debenture trustee include calling for a periodical status or
performance reports from the company, ensuring that the company
does not commit any breach of the terms of issue of debentures or
the
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