Editorial

Punitive Confrontation Awaits the New Banks Board Bureau

The Bonks Boord Bureon completed its term of 2 yeors on 31st Morch 2018. Set up os on cutonomous
body since April 2016 Bonks Board Bureou wos primarily entrusted with the responsibility of
improving the governonce of publi¢ sector bonks by assisting the government in gothering the tolent
pool for hiring ot the top post in the State Bonks ond Finoncial Institutions. The s¢ope of the functioning
of Bonks Boord Bureom in¢luded giving re¢ommendation for the oppointment of non executive
Choirmon os well as full time directors of publi€ sector banks. It also gave advice to publi¢ sector bonks
in evolving strategies for raising funds through innovative finoncial methods. It was olso expected to
guide the bonks on governonce issues related to bad loons problem os well os on mergers ond
consolidations.

Provenance and Directives

In tune, with the suggestions of committee headed by PJ Nayok to review governonce of boards of
bonks in Indio, the BBB was intended to olternatively tronslote into o Bonk Investment Compony. Once
operative, the Bonk Investment Compony will function as on independent special purpose vehicle that
would provide the bonks greater omtonomy. After the much sorted deliberations ot the first Gyon
Songom held under the flogship of government ond the regulatory outhorities in Jonuory 2015, mission
Indradhonush wos loun¢hed which reinforced the bonking sector reforms in Indio. Since then, Bonks
Boord Bureou is entrusted with the primory responsibility of identifiation, selection, mointaining the
quolity leadership, su¢cession plonning ond enfor¢ement of code of conduct and ethics for publi¢ sector
banks.

But in reality, the ac¢omplishment of the ambitious goals of putting publi¢ sector banks on the desired
growth path proved to be aherculeon task within the limited tenure of 2 yeors for the first Bonks Boord
Bureou. However, the compendium of recommendation released by the first bonks boord Bureou giving
suggestion in terms of appointment of Booards of Bonk, compensation, performonée ossessment,
governonce ond code of Conduct and ethi¢s shall be undoubtedly much helpful in formulating the
strategic polices for the new Bonk Booard Bureou.

Role of the new Banks Board Bureau

The distin¢t advontage thot new Bonks Board Bureom hos thot of specific goals due to the past base work
done by the old Banks Boord Bureou. In spite of it, its biggest ¢hallenge sholl be to device suitoble
strotegies to win the confidence of its biggest stake holder the Department of Financial Services.

The new Bonks Board Bureou hos on uphill battle ohead of'it. The operational stote of the public sector
bonks hos declined along with the in¢reose in asset quality distress. The employee morale is sinking
Cousing a deep decline in the working environment ond effi¢iency of the work for¢e. While mony of
these issues are post its directives, it may need to resolve them for acComplishment of its key objective
of improving the effi¢iency of publi¢ sector banks.
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There hos been anoted decline in the osset quality sinCe the Reserve Bank of India ¢onducted the osset
quality assessment in September 2015. The assessment was done to reduce the divergence between the
banks ClassifiCation of non performing ossets and the Central bonk assessment.

With the vision to lower down the non performing assets (NPAS) thot has in¢reased to ahistorical high,
the Bonkruptcy Code 2016 was set up followed by Insolvency ond Bonkruptcy Boord of Indio. (IBBI)

Thus, the mojor toke before the new Bonk Boord Bureou is to synchronise the debt resolution process
ond improve asset quality. Although it is not the part of the BBB mondate but it is aprerequisite for the
revivol of publi¢ sector banks.

The New Challenges

The froudulent tronsactions by the Punjob Nationol Bonk followed by series of bonk related frouds hos
highlighted the need for effective systemi¢ control ond risk governonce proctices. With high
susCeptibility to froauds, publi¢ sector banks will toke along time to win bock the publi¢ confidence.

After the demonetization ond the impli¢ations of the goods ond services tox the eConomy is graduolly
limping back to normal but, it would be draining if the role of publi¢ sector bank is allowed to decline
further.

On the whole, in light of the demonding mondate, o Challenging tosk owaits the new Bonks Boord
Bureou, where seeking Government support, application of foresight ond adopting a flexible approach
in grooming Board functionaries of publi¢ sector bonks will be necessary to achieve its objectives. The
New BBB hos hos to reinvent it strotegi¢ role through greoter ¢oordinotion with oll stokeholders
specially the Department of Finoncial Services.

Mot

(Prof. Mohimo Birlo)
Editor in ¢hief
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