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FALLOUT OF BANKING FRAUD

PNB on Mission Parivartan
PRESS TRUST OF INDIA

CHANGE IS THE ONLY
CONSTANT. WE ARE
LIVING IN A DYNAMIC
ENVIRONMENT...THE
ORGANISATION THAT DOES
NOT KEEP PACE WITH THE
CHANGING TECHNOLOGY,
CUSTOMER DEMANDS AND
EFFECTIVE BUSINESS
PROCESSES LOSES ITS
COMPETITIVE EDGE”

New Delhi, 20 March

H

it hard by Nirav Modi fraud,
Punjab National Bank (PNB)
has embarked on Mission
Parivartan, a 10-pronged transformation strategy to strengthen one of the
oldest public sector banks (PSBs) on
all counts.
The strategy includes profit maximisation, improvement of asset quality and recovery, increasing productivity, new ideas for augmenting retail
business, innovative vigilance practices,
and reducing error and complaints.
In a letter to the employees, PNB
Managing Director Sunil Mehta said,
“An independent think tank, named
Mission Parivartan Division, would act
as the catalyst to ensure the 3Cs —
Commitment, Collaboration and
Communication — and bring together
all internal stakeholders.” As part of the
participative approach, the bank has
created ‘Lead the Parivartan’ portal to
engage all in the transformation process
and involves crowd-sourcing of suggestions and ideas from all PNBians.
The think tank will provide both
directional and policy inputs and also
act as a platform to enhance ownership,
commitment and involvement of HO
Divisions and all internal stakeholders
in the policy-making process using the
bottom-up approach, the letter said.
“Change is the only constant. We
are living in a dynamic environment
and must learn not only to live with
constant change, but also plan it from
moment to moment. The organisation
that does not keep pace with the changing technology, customer demands and
effective business processes loses its
competitive edge,” he said in the letter.

SUNIL MEHTA, PNB MD

Nirav firms in Surat
diverted duty-free
diamonds: DRI

Mehul Choksi refuses
to join CBI probe, cites
medical condition

The Directorate of Revenue
Intelligence (DRI) on Tuesday lodged a
case against diamond merchant Nirav
Modi and his firms for allegedly
diverting diamonds and pearls worth
~8.90 billion to domestic markets
through units located in the Surat SEZ,
an official said.The case pertains to
alleged diversion of duty-free goods
by units of Nirav Modi group of
companies — Firestar Diamond
International, Firestar International
PTI
etc — in the Surat SEZ.

Jeweller Mehul Choksi has refused to
join a CBI probe and claimed that
“untenable” allegations had
resulted in "sudden closure" of his
business and exposed him and his
family to "threats" from former
associates.
In his latest letter to the CBI dated
March 16, Choksi also mentioned his
medical condition, suspended
passport, media trial to decline the
agency’s communication asking him
PTI
to join the probe.

“To paraphrase the words said by
the Nokia CEO: ‘We didn’t do anything
wrong, but others have done it right’.
The advantage they had yesterday was
replaced by the trends of tomorrow,”
he said.
The letter further said, transforma-

tion efforts will include measurable criteria to stay on course and also Monthly
Insight — an e-newsletter that will serve
as an ideal channel to sensitive all staff
members at a sustained frequency on
the developments taking place under
the transformational exercise.

Goldman Sachs
downgrades India's
growth forecasts
Investment bank Goldman Sachs
downgraded its forecasts for India’s
economy on Tuesday in the wake of a
more than $2 billion fraud at Punjab
National Bank (PNB), warning it could
spark tighter regulation of the banking
sector that would constrain credit growth.
In a note to clients, Goldman Sachs
lowered its real gross domestic product
(GDP) forecast on India for the year to
March 2019 to 7.6 percent from 8 per cent
earlier. Last month's disclosure of the
fraud by PNB, India's second-largest
state-run lender, has sent bank
shares tumbling.
The case, along with a flurry of smaller
loan frauds since reported by other banks,
has sparked new concerns that credit
growth is unlikely to pick up quickly in an
economy where state-run lenders that
account for two-thirds of banking assets
are already saddled with a mountain of
bad debt. The Goldman warning is a blow
for the government, which had hoped
that a $32 billion, two-year, bank
recapitalisation programme it unveiled
last year would help Indian banks to begin
to restart lending, spurring elusive job
growth in the economy. State-run lenders
account for the bulk of the close to
$150 billion of soured debt in India. They
have seen the amounts they must set
aside to cover bad debts grow due to new
central bank rules, and are staring at
further loan losses as they pursue a host of
defaulters through the bankruptcy court.
Goldman said it feared a regulatory crackdown after the huge PNB fraud. REUTERS

FinMin shoots down
defence fund plan
AJAI SHUKLA
New Delhi, 20 March

The finance ministry has shot
down the defence ministry’s
proposal to implement a longstanding quest of the Bharatiya
Janata Party (BJP) — to create a
“non-lapsable defence modernisation fund (DMF)”, in
which the military’s unspent
capital budget is parked at the
end of each financial year, from
where it can be made available
for the subsequent year’s procurements.
The military points out that
bureaucratic delay in sanctioning capital (modernisation)
expenditure led to the surrender of billions of rupees in successive years, severely disrupting the military’s long-term
modernisation plan.
The BJP has traditionally
been sympathetic to this perspective. On February 3, 2004,
National Democratic Alliance
(NDA) finance minister (and
former defence minister)
Jaswant Singh, while presenting the interim Budget,
announced the setting up of a
non-lapsable
DMF. Three
months later, the NDA was voted out of power. For the next 10
years, the United Progressive
Alliance (UPA) government
rejected any need for a nonlapsable DMF. From 2014-2016,
the current NDA government
followed the UPA lead. In
December 2016, however, the
defence ministry did an about
turn, informing Parliament’s

Standing Committee on
Defence
(hereafter
‘the
Committee’): “On further consideration… it has been felt that
the utility of creation of a nonlapsable, roll over fund for
Capital cannot be completely
negated as the same would help
in eliminating the prevailing
uncertainty in providing adequate funds for various defence
capability development and
infrastructure projects. The
ministry
therefore,
has
reviewed its stated position taken so far and proposes to take
up the case for setting up of a
capital non-lapsable, roll–on
fund afresh with Ministry of
Finance immediately.” But
when the defence ministry took
up the proposal, the finance
ministry shot it down.
According to the Committee’s report, tabled in Parliament on March 13, the defence
ministry reported: “The proposal
for
creation
of
‘Non–lapsable Capital Fund
Account’ in Public Account for
Defence Modernisation, was
sent to Ministry of Finance, but
the same was not agreed to by
the Ministry of Finance (sic).”
The finance ministry has
offered several reasons for turning down the proposal for a
non-lapsable DMF. Its first reason is, “Adequate budget provision is made available to
Ministry of Defence to finance
the capital requirements of
defence services.” Presumably
this suggests that each year’s
capital budget allocations are

sufficient in themselves and do
not need to be supplemented
by the previous year’s unspent
balance. This argument is
negated by the army vice chief’s
detailed complaint to the
Committee that this year’s capital allocations are inadequate
even to service instalments due
on purchases made during earlier years. The latest Committee
report has noted that all three
services got significantly lower
allocations than they had bid
for. The army got just 60 per
cent of what it had projected;
the navy got 56 per cent; and
the air force got barely 45 per
cent of its requirements.
Next, the finance ministry
argued that a non-lapsable
DMF would not be available for
capital expenditure automatically, but would require fresh
Parliamentary sanction through Demands for Grants. “Mere
creation of non-lapsable funds
yields no additional advantage
to Ministry of Defence and
could induce complacency in
incurring expenditure,” stated
the finance ministry.
The finance ministry objected that “Creating a corpus” of
non-lapsable DMFs, would
make money “unavailable for
other essential expenditure.” It
said the Standing Committee
on Finance had recommended
that “unutilised funds/funds
kept idle for more than two
years may be transferred to
Consolidated Fund of India so
that the funds could be utilised
for other prioritized schemes”.

