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Abstract

The Consumer Protection Act, 1986, is one of the significant socio-economic legislation
which has been enacted for protecting the interests of the consumers in India. This
is preventive and compensative in nature. The Act is intended to provide simple, speedy
and inexpensive redressal to the consumers’ grievances, and relief of a specific nature
and award of compensation. Consumerism is fast emerging as an environmental force
affecting important business decisions as consumers become more aware about their
rights. Although comprehensive statutory measures have been provided in India for
curbing unfair business practices, for protecting consumer interest, and for promoting
consumerism; companies have yet to do a lot. This paper is a study on role of Consumer
Protection Act in banking sector and researchers tried to explain that how it affects
the major decisions of the firm.
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consumer is a user of goods and services. Any person paying for goods and services
which he uses is entitled to expect that the goods and services are of a nature
and quality promised to him by the seller. The earlier principle of ‘Caveat Emptor’

or ‘let the buyer beware’ which was prevalent has given way to the aspect of “Consumer
is King”. The origin of this principle lie in the fact that in present mass production economy
where there is little contact between the producer and consumer, often sellers make exaggerated
claims and advertisements which they do not intend to fulfill. This leaves the consumer
in a difficult position with few avenues for redressal. The onset on intense competition
also made producers aware of the benefits of customer satisfaction and therefore by and
large, the principle of ‘consumer is king’ is accepted.

The need to recognise and enforce the rights of consumers is being understood and several
laws have been made for this object. In India, there are many laws like The Indian Contract
Act, The Sale of Goods Act, The Dangerous Drugs Act, The Agricultural Produce (Grading
and Marketing) Act, The Indian Standards Institution (Certification Marks) Act, The Prevention
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of Food Adulteration Act, The Standards of Weights and Measures Act, The Trade and
Merchandise Marks Act, etc which to some extent protect consumer interests. These laws
required the consumer to initiate action by way of a civil suit which involved lengthy legal
process proving to be expensive and time consuming for a common man. Therefore, the
need for a more simpler and quicker access to redressal to consumer grievances was felt
and accordingly, it lead to the legislation of the Consumer Protection Act, 1986.

A Study of Consumer Protection Act Related to Banking Sector

According to the constitution of India justice is an important part in which a consumer
justice and protection is one subpart. There are number of legislations were passed by
the Indian Parliament but they fail to protect the interest of small consumers.

Redressal Mechanism

The rights of the consumers are invoked in the Indian Legal System through the mechanism
provided in the Consumer Protection Act (CPA). It provides for establishment of Consumer
Protection Councils–advisory and recommendation bodies. These Councils exist at the National,
State and District Level which are basically advisory bodies who meet at least 3 times
a year to discuss and review consumer protection measures and issues. Two thirds of the
members of these councils are non-official including representatives of women and consumer
organisations. The District Forum has jurisdiction to entertain complaints where the value
of goods/services complained against and the compensation claimed is less than Rs. 5 lakhs,
the State Commission for claims exceeding Rs. 5 lakhs but not exceeding Rs. 20 lakhs
and the National Commission for claims exceeding Rs.20 lakhs.

Procedure of Filing Compliant

A complaint shall be lodged in the District Forum within the local limits of whose jurisdiction
the opposite party or the defendant actually and voluntarily resides or carries on business,
or has a branch office or personally works for gain at the time of institution of the complaint
provided that the other opposite party/parties acquiescence in such institution or the permission
of the Forum is obtained in respect of such opposite parties; or the cause of action arises,
partly or wholly. In the same manner if consumer is not satisfied with the Judgment of
the District Forum, he/she can file an appeal to the State Commission. Similarly, appeal
against an order of a State Commission lies before the National Commission. Appeal against
an order of the National Commission has to be filed before the Supreme Court of India.

Consumer

Consumer as defined u/sec 2(1) (d) of the act, Buys any goods for a consideration
which has been paid or promised or partly paid and partly promised, under any system
of deferred payment, and includes any user of such goods when such use is made with
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the approval of such person, but does not include a person who obtains such goods for
resale or for any commercial purpose.

‘Commercial purpose’ does not include use by a consumer of goods bought and used by
him exclusively for the purpose of earning his livelihood, by means of self-employment.

The brief of various provisions of this act are as follows:

1. It provides for the notification of Central and State Consumer Protection Councils
by the respective governments with a view to protect the rights of consumers such
as,

l the right to be protected (against hazardous goods),

l the right to be informed (about quality, quantity, against unfair trade practices,
etc),

l the right to be heard (of complaints),

l the right to seek redressal (through appropriate agencies), and

l the right to consumer education.

2. To promote and protect the rights of the consumers with regard to defective goods,
deficient services, overcharging or any unfair trade practices. It includes false statement
on quantity or grade of goods/services, false claims to sponsorship, making false and
misleading promises on the articles, false projection of the needs for or usefulness
of goods/services, giving warranty on products not based on adequate or proper test,
and the like, whether made orally or in writing or by visible representation.

A complaint can be filed by any registered voluntary consumer organisation, The Central
Government, The State Government. A complaint can be filed in the following circumstances:

If have suffered loss or damage as a result of any unfair trade practices adopted by the
trader, if the services hired/availed of suffer from deficiencies in any respect, if excess
price is being charged or the goods hazardous to life and safety, when used.

Consumer Protection Act in Banking Industry

According to the act, “Consumer”, section 2(1)(d) of the Act, includes a person who hires
or avails of any service for a consideration. So, in banking transactions, a customer of
a bank who has a bank account or a person who purchases a bank draft, hires locker
facility or obtains bank guarantee from a bank or any other facility obtained from bank
are all “consumers” and can prefer complaints for “deficiency in service” or for “restrictive
trade practice” or “unfair trade practice” adopted by the bank. A person who has applied
for shares is a consumer, contrary to the general misconception that an applicant for shares
prior to their allotment cannot be a consumer. The reason behind is the judgment of the
Supreme Court in the case of Morgan Stanley where the Supreme Court interpreted the
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provisions of the Consumer Protection Act prior to its amendment in June 1993, and held
that an applicant cannot enjoy the status of a consumer prior to allotment. Fortunately,
the CP Act, was amended in 1993 so that prospective consumers, who have agreed to
purchase any goods, would also have a right to file a complaint. Applications for shares
are mostly made by tendering the application to specified banks appointed by a company
for that purpose. These banks are required to process the applications by presenting the
applicant’s cheque for clearance and then crediting the proceeds to the company’s account.
Subsequently, the company allots the shares or sends the refund order in accordance with
the scheme of allotment. Many times, during this processing, the bank misplaces or loses
some application forms. Due to a mistake in feeding the details on computer, some cheques
are returned for re-presentation after correcting the relevant mistakes. Instead for making
the necessary correction and re-presenting the cheque, the bank sleeps over the matter,
and by the time the applicant comes to know of this fact, the issue has already closed.
In these cases, the applicant’s money has not been received by the company floating the
shares, and hence he would not be entitled to allotment of shares by the company. Here,
action would lie against the bank and not against the company. No, the bank cannot wriggle
out by raising such an excuse. The bank is doing this work on a commercial basis and
is being paid by the company to accept applications on its behalf. Hence, even though
the applicant may not be paying service charges to the bank, the service is not free. The
applicant thus becomes a beneficiary of the services hired by the company, and hence
is entitled to file a complaint against the bank for its negligence and deficiency in service.
A complaint against the bank can be filed. To provide more attention to the definition of
the word consumer, the following cases are there in the court got the result in the favour
of customer:

1. Punjab and Sind Bank vs. Manpreet Singh [1994 (3) CPJ 532], it was held by the
Punjab State Commission that a savings bank account holder is a consumer under
the Act. It was observed that difference in the landing and borrowing rates is the
consideration for rendering services by the bank. It was also noted that even if the
bank does not charge for providing cheque facility to the account holder, it cannot
be said that the same is given without consideration. Actually, the cheque book facility
is obtained by the depositor in consideration of his putting funds at the disposal of
the bank.

2. Vimal Chandra Grover vs. Bank of India [2000 (2) CPJ 11 (SC): AIR 2000 SC
2181], In this case it was argued before the Supreme Court on behalf of the bank
that the appellant, who took overdraft facility from the bank by pledging shares, is
not a consumer within the meaning of the consumer Protection Act. The Supreme
Court repelled the arguments of the bank and held that bank is rendering service
by providing overdraft facilities to a consumer, which is not without consideration.
Bank is charging interest and other charges as well in providing the service. Provision
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for overdraft facility is certainly a part of the banking and falls within the meaning
of “service” as provided in section 2(1)(o) of the Act.

3. Shobhatai Daulatrao Talekar vs. Maharashtra Rajya Shahakari Krishi & Gramin
Development Bank [2004 (2) CPJ 349], in this case the issue before the Maharashtra
State Commission was the justifiability of the order of the District forum holding that
the Forum had no jurisdiction to entertain the dispute since the complainant was a
member of the defendant bank which was registered under the Maharashtra Cooperative
Societies Act, 1961 and that being so, the jurisdiction would lay before the co-operative
court and not before the consumer court.

It held that the nature of service hired by the complainant pertains to the banking business
which is permissible by the bank to undertake under the provisions of the Reserve Bank
of India Act and the Banking Regulation Act, 1949 and as such, would be squarely amendable
to the jurisdiction of a consumer forum as per the definition of “service” under section
2(1)(o) of the Act. The State Commission further held that the jurisdiction of the consumer
is also not ousted in view of the provisions of section 3 of the Act, which provides an
additional remedy over and above those available in the other statutes to the parties. At
the same time the following cases should be studied. These cases are held under the Consumer
Protection Act does not apply to banks. Some of such specific cases are as following:

a. T.A. Abrahim vs. RBI [2001 (3) CPJ 293], in this RBI also came within the purview
of the Consumer Protection Act. The issue before the Kerala State Commission was
that the complainant had applied for a loan under the Housing Facility Scheme of
the RBI, of which he was the employee. He claimed that he suffered loss and
inconvenience due to delay in sanctioning of loan, which amounted to deficiency of
service and for which he was entitled to compensation. The District Forum held that
the complaint was not maintainable, but the State Commission before whom appeal
was preferred by the complainant, held that availing a loan from an institution like
RBI could be treated as “service” within the meaning of section 2(1)(o) of the Act
as the opposite party’s character as a banking institution cannot be in dispute. Further,
as per the definition of “consumer” in section 2(1)(d)(ii), it is not necessary that actual
consideration should pass to the opposite party simultaneously with the availing of
service. The said definition envisages the consideration as the one, which is promised
also. The State Commission noticed that when a person applied for loan and get
the loan on sanctioning the same, the amount would carry interest. The same should
be treated as consideration.

b. Virendra Prashad vs. Reserve Bank of India [1991 (1) CPJ 336(NC)], In this case
a complaint was filed before the National Commission stating that the complainant
was eligible for certain advantages in his foreign currency/ rupee bank accounts but
these facilities were denied by bankers on the instructions from the RBI. The National
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Commission held that here was no contract of service between the complainant and
the RBI and the RBI was merely discharging its statutory function. Hence, it was
outside the purview of the Consumer Protection Act.

c. IDBI vs. Krishnendu Ghosh [1996 (2) CPR 155] In this case the complainant applied
for the post of Deputy Manager (legal) along with a D.D. of Rs. 50/- as examination
fee. The interview letter was received by him on the same day on which interview
was to be held. The bank rejected the request for e-scheduling. A complaint was
filed claiming compensation for injury and mental shock. The National Commission
held that payment of Rs. 50/- as examination fee was not consideration for hiring
or availing of the services of the bank. Therefore, the complainant was not “consumer”.

d. D. Yeshodharan vs. Canara Bank [1994 (3) CPJ 63], In this case, a complaint was
lodged for denial of service benefits to an employee of the bank. National Commission
held that the Consumer Court is not the correct forum for settling employer-employee
dispute as an employee is not a consumer.

Below are the cases in which bank held liable for deficiency in service. In a large number
of cases, banks have been pulled up for deficiency in service and compensation has been
awarded to complainants by the Consumer Courts. Some of the important cases are analysed
here under :

i. Refund of Bank deposit: P. Nabhushanrao vs The Union Bank of India (App dat
28/1990 Result 9/11/90), By the state forum, Hydrabad, Andra Pradesh in this the
applicant applies for the refund of money of the deposit certificate, the bank delayed
the payment of the same. The forum declares that the Bank was delayed the payment
so this is consider as negligence of the service by the bank.

ii. Wrongful dishonor of Bank Draft: SBI vs. N. Raveendran Nair [1992 (2) CPR 400],
In this issue bank refused to en-cash the demand draft on the ground that the signature
of one of the two officials of the bank was missing. The State Commission held
that the dishonor of the draft was due to the fault of the bank, and therefore, there
was deficiency in service by the bank. A compensation of Rs.19,500/- was awarded
by the Commission for the inconvenience and mental agony caused. The National
Commission dismissed the appeal of the bank against the judgment of the State
Commission.

iii. Non-credit of cheque collected: In Sovintorg (India) Ltd. vs. SBI [1999 (2) CPJ 4
(SC)], the issue before the Supreme Court was that the proceeds of the cheque
deposited with the bank for collection were not credited to the account of the complainant
though the same were collected by the bank. The State Commission awarded only
interest of 12 percent for withholding of the customer’s money against the complainant’s
claim of 24 percent interest and payment of compensation. The National Commission,
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on appeal by the complainant, confirmed the order of the State Commission. On further
appeal before the Supreme Court by the complainant, the Apex Court partly allowed
the appeal by directing the payment of interest at the rate of 15 per cent but refused
the claim of payment of compensation on the ground that the allegation of negligence
was not proved.

iv. Non-issuance of proper receipt: Where the bank did not adjust the loan repaid in
its books nor issue proper receipt to the complainant, the award of compensation
by the District Forum for deficiency in service was confirmed by the Chattisgarh
State Commission in Jila Sahakari Kendriya Bank vs. Sarda Ram Nayak [2004 (2)
CPJ 534].

v. Payment of lower rate of interest: In Abha Bhanthia vs. SBI [2004 (2) CPJ 138],
the complainant had made an F.D. with the bank, which carried interest at the rate
of 11.25 per cent as per the receipt issued. On maturity, bank paid lower interest
@ 10.5 per cent. It was stated by the bank that the said rate of interest was the
prevailing rate as per the directives of the RBI. The District Forum held that there
was no deficiency in service by the bank as it followed the RBI directive. On appeal
by the complainant, the State Commission held that the bank was obliged and under
liability to pay interest as agreed by it and any omission or inadvertence on the part
of the bank employees would not adversely affect the rights of the appellant depositor.

vi. Default by bank’s agent: In Uco Bank vs. Surendra Kumar Bara [2004 (3) CPJ
472], In this case, the issue before the Orissa State Commission was that the complainant
had opened an account with the bank under a scheme called Laghu Bachat Yojana.
An agent of the bank used to collect the deposits from the complainant periodically
and make entries in the passbook issued by the bank under his initial. The agent
of the bank misappropriated a part of the money. The Commission directed the bank
to refund the amount misappropriated by its agent along with interest and also to
pay compensation for mental agony, harassment and cost of litigation.

vii. Interest not paid on excess amount deposited in violation of PPF rules: In a rather
interesting case in SBI vs. P.S. Krishnan [2004 (2) CPJ 579], the Tamil Nadu State
Commission was asked to adjudicate upon a case where the complainant had deposited
a sum of Rs. 8,50,000/- in his PPF a/c during the F.Y. 1995-96. After a lapse of
time, the bank informed the complainant that interest on the PPF a/c would be given
on a total sum of Rs. 60,000/- only. The bank returned Rs. 7,90,000/- to the depositor
without any interest. It was contended on behalf of the bank that the deposits in
the PPF account are credited to the government account and do not form part of
the bank’s deposits. As per the rules of the PPF account, the maximum limit of
deposit is Rs. 60,000/-. The bank is bound by the rules and is not liable for the
alleged deficiencies in service.
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It was held by the Commission that the brochure issued by the Directorate of small savings
clearly stated that the deposits up to Rs. 50,000/- will qualify for deduction of income tax
under section 88 of the I.T. Act and the interest on the balance held in the public provident
fund account is absolutely free from tax. The act of the bank in retaining a huge sum
of Rs. 7,90,000/- for nearly a year and returning it without interest is definitely an unjustified
act. The Commission also held that the banks entrusted with the public money are in the
position of a bailey and they have to function with caution and care that is expected of
a bailey. Even if the complainant was ignorant of the rules, the bank authorities ought to
have been more vigilant when such a huge deposit was received by them. The Commission
went to the extent of saying that the banking authorities had gone against the professional
ethics in denying the interest, which the complainant was legitimately entitled to. The Commission
also held that to retain one’s money and deny that person the right of interest on that
amount would definitely amount to “unfair trade practice” and fall within the purview of
the Consumer protection Act even otherwise.

Conclusion

Consumer Protection Act can be explained as common mans civil court. The Act is designed
to make available cheap and quick remedy to a consumer. The object of the act is to
protect the consumer forum the exploitative and unfair trade practices to provide inexpensive,
easily accessible and speedy remedy. Analysis of the various judgments of the Consumer
Courts reveals that they have not only been awarding the value of the goods or services
for the defect and deficiency in service but also the compensation for the mental agony
and harassment. It is seen that in these cases against the injustice consumers are in problem
against the bank. But the justice seems to have prevailed under the aegis of the Consumer
Protection Act. It has been found that there is a positive justice to the consumers against
the faulty banking services.
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