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PATN CBSLRVATICNS AND  SUSGLSTIONS

In this chapter, an attempt has been made to highlight some

&

0¥ the issues which hsve emerged during the process of our

" analysis of data and in course of opinion survey asnd offer

a few suggestions which may be considered at the policy level

in the banks,

SUGGESTIONS

(1) Bank-vise differcnces in extent of delepation

The envircnment in which the banks operate today is by and
large the same, However, the study of the delegation of powers
amongst varicus banks reveals that there are glaring differ-
ences in the extent of delegation. For instance « the type

of credit proposals wﬁicn a Manager = say, in a rural branch

bank = is required to handle is, by and large, the seme

0
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is counter-parts in other banks are required to handle.
However, it is observed that powers vestgd in a Branch Magager
differ very widely., The skill and experience levels of the
Branch Managers in various banks do not have significant
differences, Hence differences in the extent of lending
povers become illlogical., There is, therefore, need tuv bring
zbout atleast Lroad uniformity in such powers so as to satisfy
the criteria that atleast 70 per cent to 80 per cent of the
proposals are dealt with at thé bottom tier level of manages

ment itdelf,
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{2) Optimum utilisation of power commensurate with their

ﬁ

scale and seniofitv

As stated earlier, banks have three fouretier structurs, In
case of branches, the managerial posts thereat have been
claséified‘according to the business handled by them, Broadly
the branches have béﬁn classgified into filve categories- viz,
Small, VMedium, Large, Vory Large and Uxceptionally Large,
These branches are headed respectively by officers in Scale-
I, 1T, I1I, IV and V. In case of Divisions/Regions, they are
generally headed by officers in fScale-IV/Y. 1In case of
Zones/Circles, they are headed by officers in Seale~V/VI and
at Head 0ffice there are various functional departments which
are headed by offlcers in scale-VII, Above officers in
scale=-VIiI at #ead 0ffice/Central Office, thers are posts of
Bxecutive Director and Chalrman & Managing Direstor. In most
of the banks, lending and non-lending powers upto the Zonal
level have been vested in only the head of the office, l.ec.
the powers are required to be exercised By the Aranch Manager,
Regional Hanager and Zonal Manager. . No cther officers in
the office enjoy the lending a2t most of the banks, This
system leads to less than optimum utilisation of the powers

on account of the ressons mentioned hereinafter.

For instance in many banks Head of Credit Department in HEL
branch, who is in Scale=III, does not have any zanciloning
povers, Similarly, officer in Ucale-III or IV heading
Credit Department in Regional 0ffice or Zonal Gffice also

does not have any sanctioning powvers, As against this,
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Branch managér in Scale=III heading Large Branch enjoys the
power, ft-méy be appreciated ﬁhat_ﬁeads of érédlt Department
in Exceptionaliy Large Branches, Regional and Zonal Offices
handlg advances of larger volume, greaier variety and higher
complexities, in comparison to that of a Branch Manager of

a Large branch, ' Further;%idealing exclusively Witﬁ credit:
1eads‘to specialisation and deﬁelopment of higher skills in

" them as compared to the Branch Manager who has to deal with
not only the advances, but other operations of the branch.
Not‘withstanding this, non-delegation.ef povers to the
Departmental heads in say Exceptionally Large branches,

- Divisional Officers, etc;, leads to less than optimal utili-
sation of manpower commensurate with thelr scale and senio;ity.
The powers‘shaulﬂ, therefore, be delegated and should sink
atleast upto second level in braﬁches, Regional offices and

Zonal offices,

C§5 Qver=loading of certain points

As mentionod in earlier, in most of the banks, powers have
heen vested 6nly in the heazds of the branch, Reglon énd Zone,
For instance - in Eiceptionally Large branches iending povers
have to be exercised by the Chief Manager 6nly. On account of
this, the Chief’Manager has to sanction advance proposals
ranging say from Rs. 500/~'to, say, #s. 25 lakhs, In some
Exceptionally Large branches, the advance accounts are large
in number, As a result, it becomes difficult for the Chief

. Manager to gilve justice with his,job alongwith other diverse
and multifavious duties and responsibilities, Same is the

case with the Regional Managers and Zonal Managers. There



263

is a need for reducing over-lcad of work and responsibility
on certain points for smooth and efficlent functioning of

the various tiers.

(4) HNeed Vs, Status

In banks the powers have been relatzd to the scale of the
delegateg officers instead of the orgenisational and environ-
mevntal needs, This linkage is not rational, For instsnce -
Hegional flanager in Bombzy Reglon has the same powers which

a Regional Ma

»’3

nager in Himachal I‘radesh Region has. From the
need point of view, the Regional ? nager in Bombay Region is
required to handle more proposals of larger size in comparison
to that of the Regional Maaager in Himsthal Pradesh. 3Since

he does not have higher powers, the proposals are referved

to then next higher tier, Further, Reglonal Manzger in Bombay

ray alsc have to compete wlth other banks, which have their

o1

iead Offices at Zombay, if the Head Office of his bank is
elsewhere., The system results in delays, thereby making it
inefficiert, 1t a2lso exposes the Pank to higher risk and
loss of good business, as timely decisions are, many a time,

very crucial in the area of cradit.

(5) System of dolegstion Vs, Motivation

In the delegatlon system prevailing in most of the bhanks,
when an officer in a particular scale is transferred from a

ranchi to the Hegional or Zonal office in the same category
of post he, in mést_of the cases, loses his sanctioning

powers, This obviocusly affects his motivation, particularly

[
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when his assignment at the Regional 0ffice/Zonal Office is
mere important and requires him to exhilbit higher skill in
procesaing of proposals cf larger size and diverse nature,
Fcr“instance = when a Manager of a Large branch is posted in
qeglonal office as Manager-Credit, he is not vested with any
lending powers though his assigament st the Regional Cliice
is more important and it requires dealing with bigger and
more varied lending proposals. Thus the systom unintendedly

demotivates the officer.

{6) Role, responsibility and accountability

In the praesent delegation system prevailing in tanks, role,
responsibility and accountabllity do not match., For instance,
'Field Officers in wmany banks have not been vested with lending
powers, In reality such Field Officers pay visit to the

field of the farmers, inteprview them and give their report

to the Branch Managsr., The 3ranch Manager normally sanctions
or declines the proposal based on tne report of the Field
Officers. Independent verification by the Manager is usually
not feasible, Responsibility-wlse, however, sanctioning
authority becomes nore accountable, In view of this, although

the role of the Manager in processing of the proposal is only

secondary to that of the Field Officer, his accountability
is primary, This anomalous position needs rectiiicaticn by
vesting reasonable lending powers o the Tield ¢fficers and
other officers in similar category, subject Lo appropriate

centrols.,
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(7) Hierarchyv of organisational tiers

Delegation system in banks does not recognise hierarchy in
organisational tiers, Instead, it relates the powers to the
scale of the delzgates lrrespective of where he is posted,
Certzin ancmzlies arise on account of nonerecognitlion of
differences in hierarchy of organisational tilers. 7o clucidate

2

hierarchy~wisc the Re gional Office is higher than the brauch,
Zonal Office is higher than the Regional Office and Head
Cffice is nigher than the Zonal Gffice. Anybody who is
deiegated povers representes the tier in which he is posted
and nct his Individual self., This distiaction hes not been
recognised in delegation of powers in the Yanks, For instaice =
the Assti. General “anager in Scale=V¥ heading the Zone and

the A3stt, CGeneral Manager in Scale-V in the Cr:dit Departe
ment at Head Cffice enjoy the same powers; In view of this
system, the Asstt, General Manager in dead Uffice heading

the Credit Cspartment in reality does not have any powers,

a8 he is not required to exercise lending powers for the
reason that a1l the proposals which emanate from the Zones
fall beyond his powers., He simply becomes a processing and
recommendatory authority Instead of a sanctioning authority.
11is role and responsibllity, howedver, warrant vesting of
higher powers in him than that of his counter-part in the Zone.
Since the Assit. General Manager heaﬁing Credit Departmenﬁ‘

at Head Offlce dees not have higher powers, the proposals

necessarily have to e put to Dy.General Hanager and/or

General Manasger for sanction. This systen on the one hand
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demotivates the Assti, General Honager, whersss on the other
hand it overloads the next higher authority, It is, there-
fore, ﬁelﬁ'that aince the delegetion is a scheme for metbing
the needo of the organisation instead of distridbuting powers
amongst the people, the powers should be rolatd to the post
ingtead of the scale of the officer by recongising differences

in hierasrchy of the orgmaisational tiers,

(8} System of expressing the nowers

in most of the banks, the povers have been expressed in
monetary toerms only. lgwever, in somo eases it may be more
realiagtic Lo relate the powers and express tham in numericsl
and guantitetive terms, PFor Instance - the powers for
fizance azainst trucks, tractors, éumpsets, 2te., arc expressed
in oonstary terms, it 1s somotimes found that the powers so
vested in the delegates do nobt enable him even to finance one
iten., This situalion arises on account of the reascn that
revision of powers dous not keep pace with ianflationary
trends in economy. AS 2z resullt, at times, the cost cf an
item increases to a level wilch 1s more than the power dele-
gated to a particular delegatee., 1In such cases, the gawefg
in practice bescome redundont and all the pro, osalg are
regquired to be forwnrded to the nexlt higher authority for
sanction, It is, therefore, desirable to express the powers
in terns of pumiers instesd of the amount in certain types

of advances. Such linkage will aske ﬁh;\system subject to

better adninistration gontrol also.



267

(9) Lack of adaptability to srecial situations and

circumstances

Znvironment in which the branches of a PBank operate differs
widely., But such differences have not been recognised in
systen 0f delegation of powers, For instance « scme Small
category branches are located in industrial estates and some
in areas which ave predominently agricultural, The Managers
of both these branches enjoy the same powers, But the nature
of business handled by them is different, The Manager posted
in industrial estate branch requires higher powers to process
and sanction proposals of the industrial units established
there. Hwt since these powers are unot vested in hinm, the
proposéls have to e f@rwarded to the next higher avthority
for sanction resulting in delays., The delegation system

should have inbuilt provision for vesting of additional powers

commensurate with the nced in which the aelegatee operatas,

{10} Structural differences

There are wide differences in the structure ndopted by the
banks for deslegation of powers. Some banks have axpressed
powers securiby- wise and facility-wise, whereas in some cther
banks the powers have been expreszed in releaition to the
purpese i.e, working capibal, term loan, etc. Turther,

some henks have described the powers in great detail, whereas
some others have classified the variocus itewms under 2 few
homogeneous heads, Sinee the type of securities, type of

facilitles and the purpose for wbich the advances are made
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by the banks are, by and lagge, the same, such glaring differ-

ences in delegation structural are anomalous,

To conclude, the issues discussed above underscore the need

for rationalising the délegation system in banks on the
foilowing lines 3

(a)

(03

(e)

(a)

(e)

(£)

The powers delegated should be adequate‘aﬁd enable
the delegatee at the bottom ﬁier to deal with 70 pef
cent to 80 per cent of the borrowal proposals‘at that
level itself.

Delegation should be done in such a manner that it
leads to optimum utilisation of officers commensurate

with their scale and seniority.

Delegation should promote efficient functioning and -

" should not overload certain points in the organisation

with undue work and responsibvility.

!

Delegation should be need-hased rather than status=

based,

To the extent feasible, delegation'system should not
adversely affect the motivatioﬁ of the officers conse=
guent on their'placement in gdifferent posts in the
same category by depriving them of their powers,

I

Delegation should ensure shouldering of the respon-
sibility matching with the rcle and intreduce accoune

tability at all levels,



(g)

(n)
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The powars delegated should be realistic in relation

o the purpoese. -

Uystem should have an element of flexibility and should

perait adaptation Lo special situations and circums

Nelegation should be subject to effective administra-

tive control to prevent its misuse and,

wo the extenl Ieasible, delegation stoeucture snouldd

be waiflorsm in ¢ifferent banks handling identical



