
PSB privatisation will take care of governance issues: IMF report

OUR BUREAU

           4

No lifeline: The Sunil Mehta Committee doesn’t extend much of a helping hand for ailing banks
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More aggressive disinvestment and privatisation of public sector banks (PSBs) would address some of the structural issues in governance, such

as incentives and efæciency of these banks, according to the International Monetary Fund.

According to the staff report prepared by the IMF, the government should come up with a comprehensive plan to improve governance, internal

controls and operations of PSBs, and consider a more rapid withdrawal of public ownership.

Flagging the recent large fraud at a PSB (read Punjab National Bank), the report said this highlights the weaknesses in the ænancial sector, and

underscores the need for the government to take further steps to improve the governance and operations of PSBs.

PSB governance reform and reducing the government’s footprint in the banking system would play an important role in levelling the playing

æeld, thereby promoting competition and efæciency.

Banking roadmap
Referring to the government’s January 2018 Banking Reforms Roadmap, which indicates that the recapitalisation will be contingent on

measures to strengthen governance and operations, the report said the plans remain vague. The IMF staff recommended that the authorities

pursue more far-reaching governance reforms by removing the RBI representatives from banks’ boards and deæning better the terms of

reference for board members, including the Ministry of Finance representative, to strengthen the quality and independence of bank boards.

“Important steps have been taken to improve the recognition of non-performing assets (NPAs) and recapitalise public sector banks (PSBs) but

more needs to be done.

“The IBC has the potential to improve signiæcantly NPA resolution and corporate debtors’ repayment discipline,” said the report.

In addition to speeding up NPA resolution and completing PSB recapitalisation, the report urged the authorities to further strengthen

governance and accelerate implementation as part of a broader package of ænancial reforms.

The reforms suggested include improving bank governance, reducing the role of the public sector in the ænancial system, and enhancing bank

lending capacity and practices, thereby reducing the æscal contingency risks arising from PSBs in the future.

Published on August 09, 2018

world bank  NPAs  e-governance  public sector banks

Previous Story
PNB Housing Q1 net jumps 50% to ₹ 256 cr

Next Story
City Union Bank posts 15% rise in Q1 net profit

https://www.thehindubusinessline.com/topic/world_bank
https://www.thehindubusinessline.com/topic/NPAs
https://www.thehindubusinessline.com/topic/e-governance
https://www.thehindubusinessline.com/topic/public-sector-banks
https://www.thehindubusinessline.com/money-and-banking/pnb-housing-q1-net-jumps-50-to-256-cr/article24644254.ece
https://www.thehindubusinessline.com/money-and-banking/city-union-bank-posts-15-rise-in-q1-net-profit/article24645942.ece


Get more of your favourite news delivered to your inbox

Email Subscribe

Promoted Content

More From The Hindu Business Line

Salary above 35000? Apply for Credit Card
Now. 60+ Options to Choose From…
BankBazaar.com

This Simple Method Can "Regrow" Your
Hair Naturally,Buy Now!
healthyayurveda.org

The World's Most Beautiful Waterfalls to
Visit [PHOTOS]
Far and Wide

Recommended by

https://www.bankbazaar.com/credit-card.html?variant=slide&headline=HEADLINE_CC_SALE1&variantOptions=mobileRequired&utm_source=bb48&utm_medium=display&utm_campaign=bb48%7CCC_Desk_Interest&WT.mc_id=BB48|CC_Desk_Interest|$publisher_name$|$section_name$&obOrigUrl=true
http://slinced-cardous.com/2cefb154-68f0-40bb-8915-bd86591adf8f?doc_title=Hair+Eternity&publisher_name=$publisher_name$&doc_title=Hair+Eternity&ad_title=This+Simple+Method+Can+%22Regrow%22+Your+Hair+Naturally%2CBuy+Now%21&source_id=$source_id$&campaign_id=00ee2718707a67ba4c65d0dbf90d495bf2&ad_id=0004094d97cfa7b331a5b2ab74f0e0a9c8&time_stamp=$time_stamp$&section_name=$section_name$&obOrigUrl=true
https://www.farandwide.com/s/best-waterfalls-ba3c3e1e9c70428e?utm_campaign=sensationalwaterfalls-11586c1d73b14c2d&utm_source=out&utm_medium=cpc&utm_term=$publisher_name$&obOrigUrl=true
https://www.outbrain.com/what-is/default/en


A white elephant in the making Corporate India mourns the passing of a
business-friendly leader

The dark side of Croatia’s soccer ‘soft
power’

Let’s talk about the Big C Mukesh Ambani goes after Jeff Bezos The man behind India’s Iron Lady

https://www.thehindubusinessline.com/opinion/a-white-elephant-in-the-making/article24584314.ece?obOrigUrl=true
https://www.thehindubusinessline.com/news/national/corporate-india-mourns-the-passing-of-a-business-friendly-leader/article24626343.ece?obOrigUrl=true
https://www.thehindubusinessline.com/opinion/columns/the-cheat-sheet/the-dark-side-of-croatias-soccer-soft-power/article24453404.ece?obOrigUrl=true
https://www.thehindubusinessline.com/blink/know/lets-talk-about-the-big-c/article24407387.ece?obOrigUrl=true
https://www.thehindubusinessline.com/companies/mukesh-ambani-goes-after-jeff-bezos/article24431489.ece?obOrigUrl=true
https://www.thehindubusinessline.com/opinion/books/the-man-behind-indias-iron-lady/article24305457.ece?obOrigUrl=true


MORE FROM BUSINESSLINE

Blast at BPCL unit in Mumbai Divest loss-making JLR, demand Tata
Motors shareholders

Who really owns NDTV?

Rafale deal is the biggest defence scam ever: Shourie, Yashwant

Raise doubts over price of aircraft, Modi govt’s links to Reliance Defence

https://www.thehindubusinessline.com/news/blast-at-bpcl-unit-in-mumbai/article24632374.ece?obOrigUrl=true
https://www.thehindubusinessline.com/companies/divest-loss-making-jlr-demand-tata-motors-shareholders/article24595357.ece?obOrigUrl=true
https://www.thehindubusinessline.com/news/who-really-owns-ndtv/article24323637.ece?obOrigUrl=true


Bank Nifty Put options attract buying interest

Resistances can limit upside for Bank Nifty

Rafale allegations unsubstantiated, reprocessed lies: Jaitley

Union Minister Arun Jaitley today termed allegations of misdoings in Rafale fighter deal as unsubstantiated and reprocessed lies and
said these are being levelled by forces which are increasingly desp



 
 

 
 

  

4 comments Recommend

Write a comment

1000

or

I agree with Vuukle's Privacy Policy

Pvramakrishna 470 points

2 hours ago

0

Name

Email

POST

P

Sort by: Latest Best Editor's Pick More 

https://adgebra.co.in/Tracker/ClickTracker?p1=55826&p2=1647&token=6781808100060&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=56034&p2=1647&token=6781808100060&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=56949&p2=1647&token=6781808100060&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=48755&p2=1647&token=6781808100060&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=57747&p2=1647&token=6781808100060&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://adgebra.co.in/Tracker/ClickTracker?p1=55016&p2=1647&token=6781808100060&p3=&p4=${flag}&slotId=1&templateId=589&pnStatus=${pnStatus}&pnReferUrl=${pnReferUrl}&p5=${url}&isIframe=true&referurl=vuukle-thehindubusinessline.com
https://docs.vuukle.com/privacy-and-policy/


How will privatisation solve the maladies plaguing the PSBs? The functioning of the Banks in the private sector are also not to
the desirable level. Failure of GTB in the past and the indiscreet lending by ICICI in the recent past. Because of nationalisation,
banks penetrated into the rural areas which is a necessity keeping in view the geographical and demographics factors of our
country. Several banks failed in USA also and what suggestions did IMF gave at that point of time must also be made known.
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The suggestions given are worth considering.  
In my opinion fast track promotions due to mass retirements are also a cause of poor governance .This can be improved by
cross transfers and unified promotion  
Policy in all Banks  
Promotion to Senior Management Scale 4 onwards should be based on a common entrance test by an independent agency for
all eligible candidates from all Banks and selected  
Candidates should be posted at PSB'S  
based on experience and requirements of a Bank irrespective of the selected staff's Parent bank.  
This I hope will help a lot in improving  
Corporate governance in PSB
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Privatisation of PSBs is not a solution for the ills of banking or the PSBs themselves. If that is the case Aall private corporates
should have been doing extremely well. Take the case of ICICI bank, the recent events do not indicate that Corporate
Governance standards are very high there. Also see many Ltd Companies .Many are showing losses and fudged balance sheets
and profit and loss accounts are produced year after year. For Instance, GMR JP Associates, Bhushan Steel and many NP
accounts are banks are all in the private sector and they are all showing only losses and no one bothers about the losses that
the economy suffer because of their non performance. By and large, Governance standards in our management concept are
literally absent and many collude to loot the public is the ground reality.Unless and until ethical standards improve drastically,
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nothing good can be expected fro our Corporates and Institutions.Boards of Directors are all corrupt and simple changes
cannot improve

Like Reply

Krishna 7.9K points

9 hours ago

But will India have the courage to face the unionized bank officers and staff who want the tax payers to fund their salaries and
subsidize their losses? Time to sell off these assets and reduce our indebtedness and tax bill. The business of Government is
NOT business (and banking IS a business socialists!)
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