
Page 579 - 587                  DOI: https://doij.org/10.10000/IJLMH.113834 
 

 

 

 

   

  

  

 

INTERNATIONAL JOURNAL OF LAW 

MANAGEMENT & HUMANITIES 

[ISSN 2581-5369] 

Volume 5 | Issue 6 

2022 

© 2022 International Journal of Law Management & Humanities 

 

 

 

  

 

 

 

 

 

 

Follow this and additional works at: https://www.ijlmh.com/ 

Under the aegis of VidhiAagaz – Inking Your Brain (https://www.vidhiaagaz.com/) 

 

This article is brought to you for “free” and “open access” by the International Journal of Law Management 
& Humanities at VidhiAagaz. It has been accepted for inclusion in the International Journal of Law 
Management & Humanities after due review.  

  
In case of any suggestions or complaints, kindly contact Gyan@vidhiaagaz.com.  

To submit your Manuscript for Publication in the International Journal of Law Management & 
Humanities, kindly email your Manuscript to submission@ijlmh.com. 

https://doij.org/10.10000/IJLMH.113834
https://www.ijlmh.com/publications/volume-v-issue-vi/
https://www.ijlmh.com/
https://www.vidhiaagaz.com/
file:///E:/IJLMH/Volume%205/Issue%205/3682/Gyan@vidhiaagaz.com
file:///E:/IJLMH/Volume%205/Issue%205/3682/submission@ijlmh.com


 
579 International Journal of Law Management & Humanities [Vol. 5 Iss 6; 579] 
 

© 2022. International Journal of Law Management & Humanities   [ISSN 2581-5369] 

A Detailed Examination of Relationship 

between Bank and Customer 
    

POOJA
1 

         

  ABSTRACT 
Banks are viewed as important components of an economic growth of the country in present 

era. There are many different types of relationships between the bank and the consumer 

depending on the type of transaction wherein these relationships are contractual in nature 

and are dependent on confidentiality. In comparison to most other service providers, the 

relationship between a bank and its customer is distinct from those of most other service 

providers in a number of significant ways. The existing paper highlights the general and 

specific relationship between a bank and customer in detail accompanied by various other 

miscellaneous banker-customer relationships are being discussed in this research paper. 

The rights and obligations of both bankers and customers as well as the difficulties in the 

form of challenges confronted by both parties is analyzed in the research paper. 

Recognizing the customers thoughts and concerns is one of the first stages to providing a 

great customer experience. In the current paper, some general tips for improving bank and 

customer relations are covered. The Indian banking system operates in accordance with the 

Reserve Bank of India's directives. The methodologies used by banks should be designed to 

improve customer service, and they should regularly assess these systems effects on 

customer service. In addition, this research paper discusses the Scheme of Banking 

Ombudsman, which has been created with the goal of facilitating the settlement of 

grievances connected to the delivery of banking services and settling disputes between a 

bank and its customers. Thus, it can be concluded that the relationship between a bank and 

its customers is fundamental to the banking system's smooth operation in India, where banks 

are regarded as the country's foundation because of their position as a catalyst for economic 

progress. 

Keywords: Bank, Customers, Ombudsman, Relationship, Services 

 

I. INTRODUCTION 

Currently, India's banking sector has the widest reach for providing financial services and plays 

a significant role in acting as a medium for doing so to the public. “Bank provides service to its 

clients and in turn receives perquisites in different forms.”2 says P.A. Samuelson. The purpose 

 
1 Author is a Student at IMS Unison University, Dehradun, India 
2Bank: Definition, Evolution and Development. Functions and Roles of Central Bank and Commercial Bank and 
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of a bank's establishment was to undertake general economic activity, maximize earnings, and 

provide services to consumers. 

• A customer is someone who uses or might utilise bank services, and the term 

customer can refer to both the individual or entity that a bank maintains an account on 

behalf of. It can also refer to someone who has a business connection with the bank. The 

Customer Service Committee of the Board, which banks are required to form, could deal 

with matters such as the composition of a Comprehensive Deposit Policy, how to treat 

a depositor's death for the purposes of his account, the product approval process with an 

eye toward suitability and appropriateness, an annual survey of depositor satisfaction, 

and a triennial audit of such services.3  Since the outset, Reserve Bank, which oversees 

the banking industry, has actively participated in reviewing, examining, and evaluating 

customer service in banks. 

As soon as a bank receives a properly completed account opening form, it typically opens the 

customer's account. Although, occasionally, the bank's procedure of opening the account may 

be delayed because of a staffing issue or because of a technical issue. The relationship between 

a bank and a customer is contractual in nature and built on trust.  

II. GENERAL & SPECIFIC RELATIONSHIP BETWEEN A BANK AND CUSTOMER 

The services provided by a banker to its customers, such as accepting deposits for lending, fall 

under the umbrella of the banker-customer relationship. 

• Debtor and Creditor relationship: Relationship as a Debtor and Creditor: If a 

consumer establishes a bank account and the account has a credit amount, the relationship is 

one of a Debtor and Creditor. Due to the fact that the consumer is indirectly handing the bank 

his money when he deposits money into his bank account, he becomes a creditor. The customer 

deposits money into the account, which then belongs to the bank. The bank incurs debt when it 

uses customer funds because it will take those funds and utilise them to conduct additional 

transactions with other bank clients.4 The customer is the debtor in a loan or advance account 

since they owe money to the lender, who is the creditor in these cases. The consumer is required 

to pay back the debt after the banker demands repayment of the loan or advance on the due date. 

The primary function of a bank is to lend money to other customers; hence it typically takes 

 
their relationship, https://www.nrbcommercialbank.com/downloads/Bank_Its%20Origin,%20Meaning,%20O 

bjectives%20&%20Function.pdf (last visited Nov 12, 2022) 
3 Master Circular on Customer Service in Banks, Reserve Bank of India, 

https://rbi.org.in/Scripts/BS_ViewMasCirculardetails.aspx?id=9862 (last visited Nov 12, 2022) 
4 Relationship between Banker and Customer, Legal Study Material, https://legalstudymaterial.com/relationship-

between-banker-and-customer/ (last visited Nov 13, 2022) 
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money from consumers for this purpose.  

• Relationship as Principal and Agent relationship: A person hired to perform any act 

for another or to represent another in interactions with third parties is known as an agent. The 

principal is the party on whose behalf the act is performed or who is so represented. In order to 

fulfil his role as the customer's (principal) agent, the banker performs a variety of services, 

including buying and selling securities on the client's behalf, collecting checks, dividends, bills, 

or promissory notes on the client's behalf, serving as trustee, and paying electricity and 

insurance premiums.5 

• Bailor and Bailee relationship: The banker might act in both the bailor and bailee 

capacities for its customers. There are several different kinds of bailments, whereby one party 

gives their property to another for a predetermined amount of time and then receives it back 

once the goal of the bailment has been accomplished. Banks obtain tangible securities to protect 

their advances and the bank becomes the bailee and the customer the bailor while taking 

physical possession of the securities. Additionally, banks serve as bailees by keeping the 

belongings, securities, and other valuables of their clients in safe custody. The bank is 

responsible for caring for the commodities bailed as the bailee.6 

• Relationship as Trustee and Beneficiary: An obligation attached to property 

ownership is known as a trust. It results from confidence placed in the owner and accepted by 

him, as well as from his declaration and acceptance of the trust, for the benefit of another party 

or parties other than the owner.7 Under a trust-based arrangement, a trustee holds property on 

behalf of the beneficiary; the beneficiary is the rightful owner of any income generated by this 

property. When a customer deposits jewels or securities with a banker for safekeeping, the 

banker becomes the customer's trustee and the depositor is referred to as the beneficiary, 

meaning that the customer retains ownership of the assets. 

• Lessor and Lessee relationship: The contract of lease is covered in Section 105 of the 

Transfer of Property Act. It is a consideration-based transfer of the right to enjoy immovable 

property for a set period of time. This occurs in the connection between the bank and the 

customer when the bank gives the customer a safe deposit locker to store his valuables for a set 

amount of time.8  In the event that the locker holder does not pay the rent on time, the bank has 

 
5 Id. at 3. 
6Sumita Taterway, BANKER CUSTOMER RELATIONSHIP, Banking Digest, 

https://bankingdigests.com/blog/banker-customer-relationship/ (last visited Nov 13, 2022) 
7 Section 3, The Indian Trust Act 1882 (India) 
8 Relationship between Banker, supra note 3, at 7. 
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the right to break open the locker. However, the bank disclaims all obligation and responsibility 

for any damage that may occur to the contents of the locker. 

• Pledger and Pledgee relationship: When a customer obtains a loan from the bank and 

gives the banker some security, the banker fulfils the role of the pledger and pledgee wherein 

the customer is becoming the pledger, while the bank is perhaps pledgee. Until the customer 

pays back the loan amount he obtained from the bank, the bank will retain possession of the 

customer's security. 

• Hypothecator and Hypothecatee relationship: When a bank customer hypothecates 

some movable or immovable property into the bank to obtain a loan from the bank, the relation 

between the banker as well as the customer changes to that of a hypothecator and a 

hypothecatee.9 The hypothecator in this situation is the bank customer, and the hypothecatee is 

the bank. 

• Indemnity holder and Indemnifier relationship:. A person has an obligation to 

compensate another person for a specific loss they have incurred. This obligation is known as 

an indemnity. If a mistake is made by the customer when making a payment, the banker serves 

as the indemnity holder in their connection. 

• Advisor and Client relationship: When a customer invests in securities, the 

relationship between the banker and the customer can be one of advisor and client. In order to 

help his customer, invest, the bank offers guidance. The banker must exercise extreme caution 

while providing advice to the customer. 

• Mortgagor and Mortgagee relationship: The mortgage as “A mortgage is the transfer 

of an interest in specific immovable property for the purpose of securing the payment of money 

advanced by way of loan, etc.”10 When the banker provides the credit facility to his customer 

against the security of immovable property, the customer becomes a mortgagor and the bank is 

a mortgagee. 

III. RIGHTS AND DUTIES OF BANK AND CUSTOMERS 

Rights of Banker:  

• Right to Lien: Until the customer pays the bank's debts, the bank has the right to keep 

the assets and securities of the customer and the banks are only permitted to keep the debtor's 

security and not to sell it. The customer may also submit negotiable instruments for collection, 

 
9 Relationship between Banker, supra note 3, at 8. 
10 Section 58, The Transfer of Property Act, 1882 (India) 
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in which case a banker's lien would also apply. These goods are those that Banker regularly has 

in his possession. Liens are not always permitted, as was determined in the case of Krishna 

Kishore Kar v. United Commercial Bank11, especially when there is an express contract, such 

as a counter-guarantee that provides payment. In addition, a lien cannot be put on property 

where there is no mutual demand between the bank and the client company and where the 

valuables are being kept in a safe place, etc. 

• Right of Set-off: A mutual adjustment between the banker (as creditor) as well as the 

customer (as debtor) in regards to payments owing to the creditor is referred to as a set-off. The 

ability of a banker to use the credit balance in one account to calculate the net amount owed is 

accurately referred to as set off.12 The customer must be the primary owner of all money, debt 

amounts must be certain, all debts must be in equal rights, and there must be no written or 

implicit contract that precludes the exercise of the right to set off after the court has issued a 

garnishee order. 

• The ability to charge for their services: A banker has the implicit authority to add 

interest on the advances given to the customer because they are a creditor. Regularly deducting 

the amount of interest owed by the customer from the customer's account is a standard practise 

among banks. 

Duties of a Banker:  

• To Honour Customers' Cheques: The Banker is required by law to honour customers' 

checks, provided that the following requirements are met: the funds must be adequate (credit 

balance) or within the allowable overdraft limit, and they must be appropriately relevant to the 

payment of the cheque. The banker should be held accountable for his actions. This indicates 

that the cheque should be provided in a timely manner, such as within six months.13 By law or 

court order (Garnishee Order), the customer shall not be ineligible to have the money taken out 

of his bank account. When a cheque is returned after being dishonoured, the bank to which it 

was sent for collection is required to notify the customer of the situation. 

• A banker is vicariously liable for the fraud committed by his employees: According 

to Section 238 of the Indian Contract Act of 1872, if an agent makes a false statement or 

commits fraud while conducting business on behalf of the principal, the principal will be held 

vicariously accountable and the liability of each principal, including a banker, is covered by this 

 
11 AIR 1982 Cal .62. 
12 Rights of a Banker, LawPage, https://lawpage.in/banking_law/notes/rights-of-banker (last visited Nov 14, 2022) 
13 Duties of a banker, LawPage, https://lawpage.in/banking_law/notes/duties-of-banker (last visited Nov 14, 2022) 
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provision. 

• Maintainability of Secrecy: The banker has a responsibility to take all reasonable 

precautions to keep his customers' accounts secret. Secrecy in the sense that the banker should 

only reveal the status of a customer's accounts to authorised government officials or members 

of the public when required by law.14 The banker has a duty not to cancel the customer's account 

without authorization. 

• Garnishee Order: A court may grant a judgement creditor a garnishee order, 

instructing them to seize any money that the judgement debtor's third-party debtor has in their 

possession. The banker is responsible for any improper dishonour if he fails to honour his 

customer's cheques. Similarly, when a Garnishee Order is issued against a customer's account, 

the banker is required to stop payment by dishonouring the customer's cheque. 

Rights of Customers:  

• Right to fair treatment, which prohibits banks from discriminating against clients based 

on their gender, age, religion, caste, or physical ability when delivering services.  

• Right to draw checks and obtain passbooks and statements of accounts. 

• Customers have the right to sue banks for bad faith, and banks should not withhold 

information from them prior to the agreement's signature. 

• The customer has the right to sue the bank for leaking secret information if any of the 

client's confidential information is disclosed by the bank. 

• Customers have the right to request that their privacy be maintained by banks, and banks 

should keep in mind that information obtained from them for the purpose of opening an 

account is to be treated as confidential, and that details of that information are not to be 

disclosed for cross-selling or any other similar purposes. 

• Customers can turn to the banking ombudsman if their complaints or grievances are not 

addressed by the bank. 

Duties of customers: 

• A customer is obligated to pay for the services that banks provide them, such as the use 

of lockers and the issuance of demand draft, among other things. 

• Just as with credit card facilities, it is the customer's responsibility to pay the overdraft 

 
14 Id. at 12. 
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amount. 

• The customer must report any fraudulent activity that is drawn on his account right 

away. Honoring cheques drawn with a falsified signature can help the banker but won't 

pay. 

• Customers must exercise reasonable caution while drawing cheques. 

IV. CHALLENGES FACED BY BANKS AND CUSTOMERS 

(A) Challenges faced by the Customers: Poor bank communication, excessive charges for 

simple services, and difficulties complying with compliance standards are the three most 

prevalent customer issues that customers have at banks. More frequently than not, customers 

who contact a bank's customer service number must wait in line before speaking with the 

management.15 Additionally, there are situations when managers must shift a call to a certain 

department with specialised expertise in order to resolve the issue. Many customers may have 

terrible experiences as a result of this delay in customer service delivery. And after a negative 

experience, the majority of customers won't give bank another chance. 

(B) Challenges faced by the banks: Customer expectations have grown as a result of the 

digital age; as a result of this new cultural shift, customers now anticipate rapid access to 

information and prompt solutions to their inquiries. Customer support representatives 

frequently have too many requests to handle, which prevents them from giving each customer 

the proper amount of attention. They frequently have negative experiences as a result, which 

could even result in their departure. Additionally, there may occasionally be data loss as a result 

of technical failures, which makes customers uneasy and unaware. Many consumers have 

outdated information with the banks regarding their AADHAR cards, current phone numbers, 

and current communication addresses.  

Customer experience challenges can be improved by- 

It is important to make sure that various channels are integrated in order to give customers a 

single, consistent perspective by improving the holistic banking experience. through enhancing 

self-service options, as clients frequently have to go through drawn-out banking procedures to 

access the needed account information. Their time is valuable, so it's crucial to offer them self-

service support in a timely manner to guarantee that their banking needs are met quickly. 

Transactions at all omnichannel touchpoints should be able to be recorded by banking systems 

 
15 Customer Service Challenges in Banks and How to Overcome Them, aivo, https://www.aivo.co/blog/customer-

service-challenges-in-banks-and-how-to-overcome-them (last visited Nov 16, 2022) 
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in an ideal world.16 Customers frequently lack financial literacy when it comes to banking 

products, therefore they rely on the bank for helpful financial guidance. The bank needs to 

change from merely being a lender to a knowledgeable financial advisor if it wants to win their 

loyalty and trust. All banks must adhere to the KYC i.e., Know Your Customer standards and 

other rules established by the central bank of India. Regular customer feedback is necessary for 

the bank to use the data it has about its clients to make educated guesses about what to do next 

and banks should employ technology to speed up the process to prevent losing clients owing 

to unsatisfactory customer care. 

V. IMPLEMENTATION OF BANKING OMBUDSMAN SCHEME 

Knowing what your consumer is thinking will help you provide an excellent customer 

experience. To enable the bank to develop policies and evaluate compliance with them 

internally with a view to enhancing the corporate governance framework in the banking system 

as well as to bring about continual improvements in the quality of customer service offered by 

the banks, banks are required to establish a Customer Service Committee of the Board and 

engage experts and representatives of customers as invitees. 17 In relation to complaints and 

grievances settled by the Banking Ombudsmen of the several States, the Customer Service 

Committee should also take a balanced approach. With the intention of facilitating the 

resolution of complaints regarding the delivery of banking services and settling disputes 

between a bank and its constituent in regards to shortcomings in customer service, the Scheme 

of Banking Ombudsman was introduced. 

Following are some of the most prevalent types of complaints that every consumer may 

experience while using banking services: non-observance of the required working hours, if 

banks refuse to open a bank account without a valid reason and refuse to cancel the account or 

take too long to do so, if banks are obliged to close deposit accounts without warning or a good 

reason, failure to pay or a delay in doing so for cheques, loans, invoices, etc. non-payment or 

delay in the case of inward transfers if the banks take longer than expected to collect payments 

for taxes as mandated by the government or RBI.18  

The Banking Ombudsmen issue their awards in respect of individual complaints to address the 

grievances after carefully examining the complaints and grievances of bank clients and after 

 
16 Overcoming Customer Experience Challenges Faced by Banking Customers, KServe, 

https://www.kserve.co.in/overcoming-customer-experience-challenges-faced-by-banking-customers/ (last visited 

Nov 16, 2022) 
17 Master Circular, supra note 2, at 16. 
18 Raj Verdhan, Banking Ombudsman Scheme | Complaints, Process, Settlement, ThesisBusiness, 

https://www.thesisbusiness.com/banking-ombudsman-scheme.html (last visited Nov 17, 2022) 
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reading the banks' answers. Banks should make sure that the Banking Ombudsmen's Awards 

are swiftly implemented with top management's full participation.19 

Public complaints about banking services can be addressed through the Ombudsman scheme, 

which is a crucial avenue because the Scheme does not displace the authority of other courts, 

harmed parties do not hesitate to use the Banking Ombudsman process as the principal forum 

for resolving disputes involving banks. Banking Ombudsman mediate conflicts between the 

bank and the disgruntled customer. The Banking Ombudsman Scheme has worked hard over 

the years to maintain the public's confidence in the banking system and its procedures.  

VI. CONCLUSION 

The bank acts as a mediator between two persons, one of whom wants to save money and the 

other who requires money, and this procedure also allows the bank to profit and establish a 

relationship between banker and customer. Between a banker and a consumer, trust facilitates 

the development of a positive relationship. In most cases, the relationship between a bank and 

a customer can be dissolved when a bank is liquidated or a company is wound up. The 

relationship between the bank and the consumer varies depending on the type of service because 

the bank offers a variety of services. The relationship between the bank and the consumer varies 

depending on the sort of service the bank provides because it offers a variety of services. 

Banks can develop a customer experience pulse by deploying surveys and collecting feedback 

across all channels to identify areas for improvement. The Banking Ombudsman Scheme's main 

goal is to settle disputes between customers and banks through negotiation and mutual consent, 

with the Banking Ombudsman serving as the mediator. The fundamental benefit of the Banking 

Ombudsman Scheme being run by the RBI is that it sheds light on a variety of systemic 

problems that serve as inputs for formulating appropriate regulatory guidelines. The options for 

simple and convenient banking have increased as a result of the internet's invasion, and the legal 

relationship between a bank and its customers differs significantly from that of the majority of 

service providers in a number of key ways. The responsibility of banks, which are strong 

financial institutions, is essential for both the economy and society. 

***** 

 
19 Id. at 17. 
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