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Banks push costly cheques, ATM withdrawals over cheaper 
NEFT and IMPS

MUMBAI: A pricing anomaly in the banking system is resulting in the most efficient means of 

funds transfer being disincentivised through charges even as the more expensive cheques 

and ATM withdrawals are made available for free. A study by an Indian Institute of Technology (IIT) professor in Mumbai has suggested 

that banks be mandated to offer 12 free overall transactions, including those using National Electronic Funds Transfer (NEFT) or 

Immediate Payment System (IMPS). 

This anomaly has arisen because customers in metros have five free ATM transactions and are charged Rs 20 for each additional 

transaction. Banks are also mandated to give at least 20 free cheque leaves in a year and can charge up to Rs 3 for every additional 

cheque. But in NEFT/IMPS, banks charge up to Rs 5 per transaction. 

"Today people don't travel by sea to the USA because it is an inefficient mode of transport and would probably cost more than travelling by 

air. But the pricing in banking is akin to saying that air passengers should pay a much higher price than those travelling by sea because air 

travel is so much more efficient," said Ashish Das, professor at the department of mathematics at IIT-Bombay. Das has published a 

technical report on the policy gap which gives incentives to use ATM-cash and cheques over electronic transactions. 

Another anomaly in pricing is the stance that customers will get five free transactions at the bank's own ATMs and three free transactions 

at third party ATMs. "This will compel a customer to go to a third party ATM after five transactions even if there is a home ATM close by. It 

also disadvantages the bank as they end up paying for the transaction," said Das. He recommends that the wording be changed to read 

as no more than eight in metro locations and no more than three in third-party ATMs. 

The third discrepancy the report highlights is the fee charged by banks on declined ATM transactions. These are withdrawal attempts 

which fail due to want of funds. Almost all banks charge between Rs 20-25 for such charges. "Declining a cheque or ECS payment 

involves a third party payment and creates distrust. This should be discouraged in the form of a penalty. But decline of an ATM transaction 

does not fall in this category and no interchange is paid. It could at most be considered a void transaction," said Das. 
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