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ABSTRACT 

Specifically, with changes to the financial sector's monetary system and the implementation of new age innovation, 

consumer assistance has been the challenging task in the financial industry. One of the main strategies used by 

commercial banks to entice and retain new customers is to provide prompt and efficient help. The Reserve Bank of India 

has also prioritised making banks more customer-friendly. The Reserve Bank of India has taken countless steps in this 

direction, including the deregulation of loan fees, the deregulation and installation of ATMs, the adoption of the Fair 

Practices Code (Lender's obligation), the issuance of rules for the treatment of card items, the execution of implicit rules 

for Direct Selling Agents (DSA) and Direct Recovery Agents (DRA), and the establishment of a direct selling agency. All 

commercial banks now have their own complaint redressal cells to handle the grievances of their clients as a result of the 

RBI's initiatives. In any event, banks may fail to respond to customers' complaints in a timely manner, which might leave 

customers disappointed. The consumer is now having trouble deciding where to file a complaint over the inadequate 

services provided by the banks. Due to the lengthy process and high costs involved in settling lawsuits, courts may not be 

the best option. By establishing the Bank Ombudsman in India, the Reserve Bank of India has provided a different 

structure to address the grievances of the consumers. 
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CHAPTER-I 

BANKING OMBUDSMAN SCHEME 2006 

1.1 INTRODUCTION 

In 1995, the Reserve Bank of India (RBI) launched the Banking Ombudsman Scheme in accordance with Section 

35 A of the Banking Regulation Act, 1949. As of right now, the Scheme is linked with Scheduled Commercial 

Banks, Scheduled Primary Urban Co-operative Banks, Regional Rural Banks (RRBs), Small Finance Banks, and 

Commercial Banks. Through 21 Offices of Banking Ombudsman (OBOs), which serve all 50 states and the Union 

Territories, it is administered by the RBI. 

An ombudsman is a person who has been given the authority to look into complaints against a company. 

Under the Banking Ombudsman Scheme in India, the Banking Ombudsman is a quasi-judicial body. According to 

Chapter II Clause 4 (1), The Reserve Bank may designate at least one of its officials in the position of Chief 

General Manager or General Manager to be known as Banking Ombudsmen in order to carry out the powers 

granted to them by or under the Scheme, i.e., to resolve disputes involving bank mismanagement and consumer 

complaints. 

The Banking Ombudsman has the power to investigate customer complaints, deal with objections, and 
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ultimately mediate a resolution between aggrieved parties. The Banking Ombudsman satisfies the need for compromise by 

assuming the role of a mediator. The plan tried to set up an arrangement of quick and inexpensive solution of client 

objections. 

1.2 Modifications to the Scheme 

The Banking Ombudsman Scheme is in functioning since 1995 and has been modified during the years 2002 and 2006 in 

order to expand the scope and jurisdiction of the Scheme. 

1.2.1 Banking Ombudsman Scheme 2002 

 Review Authority - The scheme establishes the “Review Authority” to review the award passed by the Banking 

Ombudsman, when justified. With the approval of its Chief Executive, a bank that has received an award might 

submit an application to the Review Authority (Deputy Governor, Reserve Bank of India) asking for an audit of 

the grant. Only where the Award clearly conflicts with Reserve Bank directives, as well as with the legislation and 

functions related to banking, might the bank ask for such a survey. 

 Act as an Arbitrator – The Banking Ombudsmen was also given permission to serve as an Arbitrator when issues 

between banks or between banks were referred to him. The estimated value of each individual dispute under 

arbitration should not exceed Rupees ten lakhs. 

 Coverage Area- By adding to the definition of "bank" the elements Regional Rural Banks (RRBs), State Bank of 

India, and "subsidiaries bank" as defined in Part I of the Banking Regulation Act, 1949, the scope and jurisdiction 

of the Scheme were expanded. 

1.2.2 Banking Ombudsman Scheme 2006 

 New grounds of protests, for example, Credit card issues, disappointment in giving the promised services, non-

adherence to reasonable practices code and charging over the top charges without earlier notice were 

incorporated. 

 In request to encourage Grievances submission, the application design recommended was made not obligatory 

for documenting the protest. Further, complaints can be documented online just as by sending an email. 

 In request to have more authority over the working of the Scheme, Reserve Bank would completely financially 

support and staff the Banking Ombudsman Scheme. 

 The banks are needed to designate Nodal Officers in their Zonal Workplaces/Regional Offices for the 

Scheme. 

 The complainants have right to file an appeal against the Award of Banking Ombudsman. 

 In request to empower the Banking Ombudsmen focus on the consumers’ dispute, instead of on arbitration of 

disputes between the bank, the arbitration choice rested with the Banking Ombudsman was eliminated. 

 Added Scheduled Commercial bank within the coverage of the Scheme 
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1.2.3 Amendments in the Banking Ombudsman Scheme 20061 

24th May 2007 

 Appeal has now been award for the complaints closed under 13(C) of the existing schemes related to rejection 

which was not available earlier. 

1st July 2017 

 The Reserve Bank of India has expanded the purview of its 2006 Banking Ombudsman programme to cover, 

among other things, flaws resulting from the sale of insurance, mutual funds, and other third-party investment 

products by banks. 

 A client would also be allowed to protest to the bank under the revised plan if it disobeyed RBI directives about 

the availability of mobile banking and electronic banking services in India. 

 Additionally, the process for complaints resolved by agreement under the plan has been changed. 

 The limit on the award that the Ombudsman may pass was increased from 10 lakh to 20 lakh. 

CHAPTER-2 

JURISDICTION & PROCEDURE OF SETTLEMENT OF DISPUTE OF BANKS 

OMBUDSMAN 

The Banking Ombudsman Scheme is applicable across India, and BOS has jurisdiction over all banks, whether they are in 

the public, private, foreign, or cooperative sectors. 

2.1 Jurisdiction of Banking Ombudsman 

The Reserve Bank of India specifies the territorial restriction to which the privilege of each Banking Ombudsman 

appointed under the arrangements of the Banking Ombudsman Scheme shall grow in accordance with the rules of Chapter 

III Clause 7 (1) of the Banking Ombudsman Scheme, 2006 

In accordance with Clause 7(2) of the Scheme, The Banking Ombudsman will acknowledge and investigate 

complaints regarding inadequacies in banking or other administrations based on the grounds specified in the Scheme and 

assist or encourage their fulfilment or settlement through understanding or through compromise, arbitrate between the 

affected bank and the distressed parties, or by passing an Award in accordance with the Scheme. 

According to Clause 7(3) of the Scheme, the banking ombudsman will also be authorised to utilise general forces 

to supervise and command his Office and be in charge of handling business risks. The office of the banking ombudsman 

shall develop an annual budget for itself in consultation with the Reserve Bank and will approve the forces of cost within 

the budget in accordance with Clause 7 of the Reserve Bank of India Use Rules, 2005. (4). 

Last but not least, in accordance with Clause 7(5) of the Scheme, the Banking Ombudsman shall prepare and send 

to the Governor, Reserve Bank, a report on or before June 30, each year, containing an overall review of the day-to-day 

operations of his Office during the preceding financial year, and shall provide such data or information as the Reserve 

Bank may instruct. If it is in the public interest to do so, the report received from the Banking Ombudsman shall be 

                                                             
1 , at, https://www.rbi.org.in/scripts/NotificationUser.aspx?Id=3547&Mode=0,2/11/2022. 

https://www.rbi.org.in/scripts/NotificationUser.aspx?Id=3547&Mode=0
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published. 

2.2 Procedure of Settlement of Dispute 

According to Chapter IV the process for settlement of dispute or a complaint received by the  

Banking Ombudsman contain 7 phases starting from clause 8 till clause 14 of the Scheme. 

PHASE 1- Grounds for Complaint2- The grounds for filing complaint to office of banking  

Ombudsman are provided in Clause 8 of the Scheme which as follows: 

 The failure to pay or the delay in paying or collecting checks, invoices, draughts, inward remittance, etc. The 

refusal to accept small denomination notes and coins without good reason and the imposition of commission on 

such refusal. 

 Failure to provide, postpone issuing, or provide draughts, pay orders, bankers checks, or any other facility 

 Failure to follow the RBI's instructions and guidelines regarding the bank's or its subsidiaries' use of credit cards, 

debit cards, prepaid cards, mobile banking, electronic banking services, and para-banking activities such as the 

sale of insurance, mutual funds, and other third-party investment products by banks, as well as the fair practises 

code and the provisions of the Code of Banks' Commitments to Customers (BCSBI) 

 Complaints from non-resident Indians (NRI) who have bank accounts in India over their international remittances, 

deposits, and other banking-related issues 

 Delays, non-credit of proceeds to parties' accounts, non-payment of deposits, or failure to follow Reserve Bank 

instructions, if any, relating to the rate of interest on deposits in any savings, current, or other accounts maintained 

with a bank, or regulations on banks' use of recovery agents. 

 Failure to issue or delay in issuingdisbursement of pension (to the extent the grievance can be attributed to the 

action on the part of the bank concerned, but not with regard to its employees); 

Loans & Advances3 

 Unacceptance of loan applications without providing the applicant with sufficient justification 

 Non-compliance with the terms of the fair practises code for lenders that the bank has adopted or the Code of 

Bank's Commitment to Customers, as applicable, and  

 Non-observance of any other direction or instruction of the Reserve Bank as may be specified by the Reserve 

Bank for this purpose from time to time. 

 The Banking Ombudsman may also address any further issues that the Reserve Bank may from time to time 

specify. 

 

                                                             
2 , at, https://m.rbi.org.in/Scripts/FAQView.aspx?Id=24 , 02 /11/2022. 
3ibid. 

https://m.rbi.org.in/Scripts/FAQView.aspx?Id=24
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PHASE 2 

Who may submit a complaint: According to Clause 9 of the Scheme, any person who has a complaint against a bank on at 

least one of the grounds listed under Clause 8 of the Scheme may file a complaint with the Banking Ombudsman in whose 

jurisdiction the bank is located, either personally or through an approved representative—but not an attorney. Additionally, 

any grievances about the management of credit cards and other centralised services must be brought to the Banking 

Ombudsman whose geographical jurisdiction includes the customer's billing address. Thus, an advocate is not required at 

all, consumer by himself/herself can represent. 

Further there is a catch that Representation to the Bank is the prerequisite for filing a complaint with BO only 

when the representation is not answered or not settled by thebank within a period of one month from the receipt of the 

representation or consumer is not satisfied with the solution offered by the bank. 

PHASE 3 Call for Information- Based on what type of complaint is received, the Banking Ombudsman can call 

that bank office against whom the grievance is documented or directthat branch to provide the data which is 

needed to Redressal of complaints as per Clause 10. 

PHASE 4 Settlement of Complaint by an Agreement- After receiving the complaint it is the duty of the 

Banking Ombudsman to hand over the copy of the same to the Bank or its Branch against whom the complaint is 

received and shall promote to get the natter settle by a compromise or an agreement by way Mediation. Such 

proceeding will be Summaryand he is not bound to follow the principles of evidence according to Clause 11. 

PHASE 5 Award by Banking Ombudsman- As per Clause 12; If the matter is not settled by the way of 

mediation within the period of 1 month or more as per the discretion of the Banking Ombudsman, then the 

ombudsman will allow the parties to present their case and will take into account the evidence produced by the 

parties and principles of Banking Law, guidelines of RBI etc. But cannot pass an award to pay the amount which 

is higher than the actual loss suffered or Rs. 20 lac whichever is lower. And can also order to pay Rs. 1 lacfor 

mental agony and harassment the consumer has faced. 

PHASE 6 Rejection of the Complaint4- According to Clause 13 If it appears to him that a complaint filed to him 

is: • not on the grounds of complaint referred to above;  

 • compensation requested from the Banking Ombudsman is greater than 20 lakh ( Two Million) then the Banking 

Ombudsman may reject the complaint at any stage. 

 the complaint is without a sufficient cause; the complaint that it is not pursued by the complainant with reasonable 

diligence; in the Banking Ombudsman's opinion, the complainant has not suffered any loss, damage, or 

inconvenience; and the proceedings before the Banking Ombudsman are not appropriate for the adjudication of 

such a complaint. 

PHASE 7- Appeal- Clause 14 provides that if a consumer who is not satisfied with award made in Clause 12 or 

for the rejection of the Complaint in Clause 13 can file an appeal within 30 days from such award or rejection to 

the Appellate Authority i.e., Deputy Governor of RBI. 

                                                             
4Supra Note 2. 
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CHAPTER-3 

ANALYSIS OF THE PERFORMANCE AND EFFECTIVENESS OF BANKING 

OMBUDSMAN AS CUSTOMER REDRESSAL MECHANISM 

The procedure which is being adopted by the Bank Ombudsman Scheme for taking care of and reviewing client complaints 

includes two significant stages i.e., Receipt of Complaints through Office of Bank Ombudsman (OBSs) and disposal 

of Customer Grievances. Nature of protests got and increasing the number of receipts of these complaints are a portion of 

the vital angles to be taken consideration off to comprehend the CGR method. 

Hence to analyse the effectiveness of the Banking Ombudsman Scheme 2006, I have taken into consideration the 

4 Parameters that are: 

 Number of Complaints received during last 5 years 

 Number of cases disposed during last 5 years 

 Number Complaints received based on Geographical Distribution during last 5 years 

 Mode of filing the complaints of last 5 years 

DATA ANALYSIS AND DATA INTERPRETATION 

Table 1: Number of Complaints Received During Last 5 Years5 

Particulars 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 

Number of  Banking  

Ombudsman 
15 15 20 21 22 

Number of  Complaints  

Received 
85,131 1,02,894 1,30,987 1,63,590 1,95,901 

 

Self-compiled data extracted from several Annual Reports of BOS, issued by RBI 

As per Table mentioned above it is clear that the number of complaints which are being handled by the Banking 

Ombudsman are increasing consistently which implies that the customer is acknowledging the existence and advantages of 

the Scheme. 

Further RBI have also increased the Offices of Banking Ombudsman’s to keep up with the increased number of 

complaints over the years because over years RBI itself has made certain modifications in the Scheme to extend its 

jurisdiction. 

Table 2: Number of Disposal of Complaints over last 5 years6 

Particular 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 

Number of Complaints 

Received 
88,438 1,06,672 1,36,511 1,74,805 2,02,083 

Number of Complaints 

disposed 
84,660 1,01,148 1,01,148 1,68,623 1,68,623 

 

                                                             
5 , at,https://rbidocs.rbi.org.in/rdocs/Publications/PDFs/BOS201617A36D859BCE9E484395B83F9C34470FF2.PDF 
, 02/11/2022. 
6Ibid. 

https://rbidocs.rbi.org.in/rdocs/Publications/PDFs/BOS201617A36D859BCE9E484395B83F9C34470FF2.PDF
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Self-compiled data extracted from several Annual Reports of BOS, issued by RBI 

Number of complaints received includes the complaints brought forward from previous Year 

As per the Table no 2 it is shown that an extremely low degree of pending cases speaks to the viability and effectiveness of 

the whole Consumer Redressal framework followed under BO Scheme controlled by RBI. 

Table 3: Number of Complaints Received Based on Geographical Distribution7 

Geographical 

Distribution 
2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 

Rural 11,484 12,420 17,458 20,600 22,862 

Semi- Urban 13,363 15,048 17,040 18,570 23,629 

Urban 30,710 42,994 59,721 81,124 94,745 

Metropolitan 29,574 32,432 36,768 43,296 54,665 

 

Self-compiled data extracted from several Annual Reports of BOS, issued by RBI 

According the Table mention above it is clear that the vast majority of the grievances have raised from clients belonging to 

urban district. It is trailed by Metropolitan districts and semi-urban regions. Be that as it may, the objections got from rural 

territories are the lowest. 

Table 4: Mode of Receipt of Complaints 

Mode of 

Receipt 
2014-2015 2015-2016 2016-2017 2017-2018 2018-2019 

E-mail 19,508 35,169 57,472 79,550 96,925 

Online Form 11,634 15,378 22,366 24,512 44,496 

Post/Fax/ Hand 
Delivery 

53,989 52,347 51,149 59,528 54.480 

 

Self-compiled data extracted from several Annual Reports of BOS, issued by RBI 

Majority of the complaints are received in online mode than that of Physical mode consisting of Post/Fax/Courier/Hand 

Delivery. It represents the growing and intensive use of technology and internet of people in the country. 

FINDINGS 

 Consumers in Rural Areas are still facing the problem of accessing the Banking Ombudsman Scheme due to poor 

internet or lack of awareness of the scheme. 

 Availability of internet and growing use of the same has provided the effective platform for the redressal of 

consumers disputes in urban and Metropolitan areas. 

 Lack of Understanding of the Consumers about the Schemes is one more reason for the rejection of complaints. 

 Digital Platform can be used more in future for effective customer grievances redressal mechanism in India 

 

                                                             
7Supra Note 2. 
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CHAPTER-4 

CONCLUSION AND SOLUTION 

Bank Ombudsman Scheme functions as a successful system for client complaints redressal by RBI. It is explicitly intended 

to ensure the interest of clients of various private banks what's more, public area banks. It causes banking enterprises to 

offer quality monetary types of assistance to their clients by overcoming any issues between the service organizations and 

clients. Pattern and progress of this Scheme demonstrates critical volume of development and improvement in the course 

of the most recent couple of years. The banking Ombudsman Scheme also provides the comprehensive procedure for 

providing remedy to the consumers but the implementation for the same is left in the hands of the banks and they may 

refuse to follow the same then the consumer has no other option but to approach Courts. If there is no proper mechanism of 

the execution then the scheme serves a limited purpose because the abused consumer has to approach the court and face the 

time consuming, expensive process because of which they have approached the Banking Ombudsman Scheme.  

Some of the suggestions for the better implementation of the Banking Ombudsman Scheme 2006 as follows: 

 Senior Official of Reserve Bank of India who have some legal experience or knowledge are more eligible to the 

post of Banking Ombudsman. 

 To continue to have trust of the consumers on Banking Ombudsman, it is the need of the hour for Reserve Bank 

of India to introduced some mandatory guidelines for the banks relating to the implementation of the award 

passed by the Banking Ombudsman. 

 It is the responsibility RBI for arranging awareness camps, answering to consumer's questions in newspapers, 

broadcasting ads through radio, television in the Native language of the area especially in rural areas.  

 Growth of the Internet Infrastructure in India will contribute to make the Scheme more effective and efficient and 

thus digital platform should be used more in the future.  

 To make it efficient for speedier disposal of complaints RBI should segregate the jurisdiction and power of the 

banking ombudsman which should be based on nature of the complaint as a result the numbers of Ombudsman in 

Banks should increase.  

The Major Advantage of the banking ombudsman likely is that it is in situation to do justice in an individual case, 

in the sense it isn't limited by the precedents and in specific conditions, can disregard legal details and principles 

of evidence while settling debates between abused client and the bank. 

Overall, the Banking Ombudsman Scheme of 2006 is effective in India as it has been shown from the data 

published by the RBI in the year 2018-2019 that from the past 5 years the number of complaints is increasing 

due to technological advancement, competition, awareness among the consumers etc., in the country and the 

same are also being resolved by the ombudsman, further it also shows that more deficiencies are also occurring 

in the services rendered by banks. 

 Thus, Banking Ombudsman Scheme 2006 is the need of the hour as our country is becoming more digitalized, 

but still there is room for some improvement in the scheme. 
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