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ABSTRACT 

 The customer perception plays a prominent role in the Banking sector. The Bankers lends credit 

on the basis of repayment schedule and customers have wide range of feedback upon the credit standards 

followed by the Nationalized Banks.  

 Banks Lending standards at times seem tobe stringent and at the other times too more relaxed 

terms.  The pattern seems to indicate that banks lend more easily in good times but tighten credit 

standards in lean times.   But such a lending pattern may also be attributable to changes in borrowers’ 

default risk over the business cycle or changes in the demand for loans, which rises and falls with GDP. 

This study reveals the customer’s perception on credit standards with respect to Nationalized Banks is 

analyzed and suggestions are given for modifying the repayment of loans, settlement of loans and 

modification of interest rates.  
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INTRODUCTION  

 Bankers and the business press often speak of cycles in bank credit standards, periods in which 

banks’ lending standards are too lax, followed by periods in which standards are too stringent. In this 

view, bank lending policies tend to amplify fluctuations in GDP; easy money during the upturn sows the 

seeds of tight money episodes in the downturn. 

 But this pattern is also consistent with variations in bank lending driven by changes in borrowers’ 

default risk over the business cycle or changes in the demand for loans, which rises and falls with GDP. 

To make sense of the idea of a lending cycle, systematic reason must be uncovered for banks to 

emphasize that the trend to distinguish the idea of a credit cycle from the truism that loans made near the 

peak of an expansion are more likely to go bad simply because bankers (just like economists and other 

businessmen) have difficulties predicting downturns. 

 The evidence for an independent effect for changing bank lending standards — that is, a 

systematic reason why banks might be too relaxed or too stringent need to be identified, explaining the 

factors influencing this type of behavior. The Economists have proposed a number of plausible models of 



Customer Perception on Credit Standards of  Nationalized Banks 25 
 

 

a bank lending cycle, emphasizing changes in bank capital, competition, or herd behavior. To date, only 

the channel relating changes in bank capital to lending standards has firm empirical support. 

 Customers have wide range of perception towards the Banks Services offered to them on their 

basis of the lending principles, followed by the Bankers. The customers usually avails loans/credit from 

bank for the business activities, by providing collateral security.  At the time of beginning they might pay 

off the monthly dues to the banks and bank does not suffer at the beginning stages, as the time goes in 

the later course of time if the customer repays the loans promptly means they will be given merit and 

further loans and overdraft is allowed to them by the bankers.  Here in this research customers 

satisfaction level towards the credit/loans availed from the banks and their level of Delight on the Bank is 

getting analyzed.  

CUSTOMER PERCEPTION 

 The customer of the bank is the one who used to borrow and lend money.  The customer is 

considering being the king of the organisation.  The customer might apply for credit/loan for his starting 

up the Business, Diversification of his current line of Business, Building of House/Industry, 

Two/Three/Four Wheeler loans.  The Bank provides loans to the customer on the basis of his collateral 

security provided by the individual or firm.  In the mean while the level of the customer perception varies 

according to the services offered by the Banker, in sanctioning of the loans. Wide range of perception 

occurs with customers on the basis of the availing, repayment of loan, closure of loans.  

CREDIT STANDARDS 

 It is helpful to be a little clearer about what we mean by a change in bank credit standards. Let’s 

begin with a straight forward prescription from investment theory: A profit maximizing bank should 

make any loan with a positive net present value (NPV). The NPV of a loan is just the sum of discounted 

future repayments (principal plus interest) on the loan minus the loan amount. Future repayments must 

be discounted for two different reasons: First, $10 in the bank now is worth more than $10 paid a year 

from now. After all, the bank could receive a year’s interest by purchasing Treasury bills on the $10 paid 

back tomorrow. Second, the bank recognizes that the borrower may default in the future, so the bank may 

never receive some future payments. The firm may have a healthy balance sheet at the time the loan is 

made; a year from now, the borrowing firm may suffer financial setbacks and may be unable to pay back 

its loan. Using this framework, we can define a change in bank credit standards as a change in a bank’s 

loan granting decisions for some reason other than a change in the NPV of the loan. We can define a 

credit cycle as a systematic tendency to fund negative NPV loans during an expansion and a systematic 

tendency to reject positive NPV loans during a contraction. Since banks’ lending decisions also involve 

the pricing and design of loan contracts, a credit cycle might also take the form of a systematic tendency 

to relax or tighten loan terms by more than would be justified by changes in borrower risk. 
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REVIEW OF LITERATURE  

 Hereby enclosed the reviews on the study which where made earlier by the researchers and 

challenges faced by the previous researcher, which will help in going in-depth to that studies. The related 

review about the topic under research is limited; an attempt was made to compile the views given by the 

various people relating to customer satisfaction on banks from various journals. 

 Luiz Moutinho and Anne Smith1, in their research Introduced a model which posits a crucial role 

for the evaluation of bank customers’ attitudes towards both human tellers and automated banking in 

mediating the ease of banking factor/perceived satisfaction linkage. The model’s explicit consideration of 

the effects of bank customer attitudes towards human tellers and automation provides additional 

explanatory power regarding how the perceived trend towards ease of banking influences bank overall 

satisfaction, switching and loyalty behaviour. 

 Josee Bloemer, Tom Brijs, Gilbert Swinnen and Koen Vanhoof 2, in their research studied about 

dissatisfied customers and measures for dissatisfaction management. They proposed data mining 

technique called “characteristic rules” to identify latently dissatisfied customers of a Belgian Bank. This 

study to provide scholars and business management with theoretical, methodological and managerial 

insights into identifying latently dissatisfied customers. 

 Lia Patricio, Raymond P. Fisk and Joao Falcao e Cunha3, in their research presented the results of 

a qualitative study of a Portuguese bank regarding customer use of internet integrated in a multi-channel 

offering that includes high street branches, telephone banking and automatic teller machines. The results 

show that performance evaluation is a key factor influencing channel use. The study also indicate that, in 

a multi-channel context, customer satisfaction with internet services depends not only on the 

performance of this channel in isolation, but also on how it contributes to satisfaction with the overall 

service offering. 

 Abdullah Aldlaigan and Francis Buttle4, in their research investigated the different types of 

attachment that customers develop towards retail banks. A statistically valid and reliable scale was 

                                                 
1  Luiz Moutinho and Anne smith, Modelling bank customer satisfaction through mediation of 

attitudes towards human and automated banking, International journal of bank marketing, June, 
2000, p.124-134.   

2  Josee Bloemer, Tom Brijs, Gilbert Swinnen and Koen Vanhoof, Identifying latently dissatisfied 
customers and measures for dissatisfaction management, international Journal of Bank marketing, 
Feb, 2002, p.27-37. 

3  Lia Patricio, Raymond P. Fisk and Joao Falcao e Cunha, Improving satisfaction with bank service 
offerings: measuring the contribution of each delivery channel, Managing service quality, Dec, 
2003, p.471-482.  

4  Abdullah Aldlaigan and Francis Buttle, Beyond satisfaction: customers attachment to retail banks, 
international Journal of bank Marketing, June, 2005, p.349-359.    
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introduced to measures the forms of attachment. This scale can be used to identify customer 

organizational attachment profiles that transcend or complement customer satisfaction and provide a 

basis for relationship longevity. 

 Nelson Oly Ndubisi and chan Kok Wah5, in their research the results show that five key 

dimensions, namely: competence, communication, conflict handling, trust and relationship quality, 

discriminate between customers in terms of perceived relationship quality and customers satisfaction. 

Moreover bank-customer relationship quality discriminates between satisfied customers and those who 

are not. This study adds value by unveiling the key antecedents of relationship quality and customer 

relationship management. 

SCOPE  

 The research was under gone to review/identify the customer perception level on credit standards 

offered by the Nationalized Banks.  The study would enable the Nationalized Banks to know about the 

satisfaction level of the customers & also helps to improve their Services to make the Customer Delight.  

Various parameters were taken such as Services offered by Bank Officials at the Time of Sanctioning of 

Loan, Repayment Policies, Settlement Policies, interest charged, insurance on loans,  etc.,, 

OBJECTIVES  

1. To study the level of satisfaction of the customer in getting a credit from the Public  

Sector Bank 

2. To analyze whether Bank has right Repayment Polices and Settlement Policies.  

3. To improve the credit Standard with the outcome of the Research.  

4. To adopt or modify the new repayment policies and settlement policies.  

 

LIMITATIONS OF THE STUDY  

1. The study is restricted to Coimbatore branches only. 

2. The study was conducted within a limited time period. 

3. The sample size for the customers has been limited to 200. Result may vary if the research 

was conducted in a large scale. 

                                                 
5  Nelson Oly Ndubisi and chan Kok Wah, factorial and discriminate analyses of the underpinnings of 

relationship marketing and customer satisfaction, International Journal of bank marketing, 2005, 
p.542-557.     
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4. The survey purely based on opinion of customers, which may be biased at time.   

RESEARCH METHODOLOGY 

RESEARCH DESIGN  

 Research design stands for advanced planning of methods to be adopted for advanced planning of 

methods to be adopted for collecting the relevant data and the techniques to be used in their analysis in 

view the objective of the research. The researcher has to describe the present situation in order to know 

the satisfaction of the customers. Hence descriptive research study is used and includes survey and fact 

finding enquirer. Descriptive research can only report what has happened and what is happening. 

SAMPLING DESIGN  

Population  

 The sampling population of the study includes 1263 Customer for Five Nationalized Banks.  

Sample size 

 A sample size of 200 customers of the branch was interviewed. 

Sampling Technique  

 The sampling technique adopted for the study is convenience sampling.  

Field work  

 The field work is the actual data collection process and the respondents are the customers of the 

Indian Overseas Bank, State Bank of India, Indian Bank, Syndicate Bank, Corporation Bank. The 

respondents were met and told about the objectives of the study and data were collected through 

questionnaire form.  

 

 

DATA COLLECTION METHOD  

 The collection of data is considered to be one of the important aspects in the research 

methodology. There are two types of data that exists, one is primary data and the other is secondary data.   
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Primary Data  

 Well structured questionnaire has been used for the collection of primary data from the 

respondents. It is for the purpose of study about the satisfaction of customers.  

Secondary Data    

 It has been collected from the company profile, organization websites, various magazines, 

journals and other related library books.  

QUESTIONNAIRE DESIGN  

 A well structured questionnaire was used for this study. The types of questions used in the 

questionnaire were  

� Open-ended questions 

� Multiple-choice questions and  

� Dichotomous questions  

TOOLS FOR ANALYSIS  

 The collected data was edited and then consolidated by using simple statistical tools. Then, it was 

presented in the form of tables and figures. The simplest statistical tools are employed for the analysis of 

data. The statistical tools employed are,  

� Percentage Analysis 

� Weighted Average Analysis  

� Charts 
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ANALYSIS OF ASSOCIATION BETWEEN TIMELY LOAN FACILIT Y AND 

REPAYMENT AND SETTLEMENT POLICIES FROM CUSTOMER POI NT OF 

VIEW.  

   

PERCENTAGE OF CUSTOMERS SATISFACTION 
TOWARDS REPAYMENT SETTLEMENT 

POLICIES Total 

< 10% 10-20% 21-30% 
31% & 

ABOVE  

TIMELY 
LOAN 
FACILITY  

< 6 Months 
8 10 19 16 53 

  6 – 1 year 8 21 43 32 104 

  1 year & 
Above 

6 7 25 5 43 

Total 22 38 87 53 200 

1. Hypothesis: 

Null Hypothesis (H0) :  There is no relationship between timely loan facility and percentage of 

customers satisfaction towards repayment settlement policies 

Alternate Hypothesis (H1) :   There is  relationship between timely loan facility and percentage of 

customers satisfaction towards repayment settlement policies 

2. Level of Significance :  0 .05, Degrees of Freedom is 9 

3. Calculated Valueχ2   :  9.028 & Critical value is 16.919 at 5% level 

4. Critical Value :  16.919 at 5% Level of Significance  

 

    There exist no significant relationship between timely loan facility and repayment and 

settlement policies.  
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TABLE  4.2.3 

ANALYSIS OF ASSOCIATION BETWEEN CUSTOMER LEVEL OF S ATISFACTION AND 

THEIR DURATION OF SETTLEMENT  

 

Duration 

Level of  Satisfaction 

Total 

Low Medium High 

< 6 Months 4 23 9 36 

7 Months – 1 Year 5 26 16 47 

1 – 3 years 13 31 25 69 

3-5 years 11 9 12 32 

5 years & > 4 8 4 16 

Total 37 97 66 200 

 

Null Hypothesis (H0) : There is no significant relationship between duration of 

settlement and customer level of satisfaction  

Alternative Hypothesis (H1) : There is significant relationship between duration of settlement 

and customer level of satisfaction 

2. Level of Significance :  0 .05, Degrees of Freedom is 10 

3. Calculated Valueχ2   :  16.802 & Critical value is 18.307 at 5% level 

4. Critical Value :  18.307 at 5% Level of Significance  

 

There is no significant relationship between duration of settlement and customer level of satisfaction 
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TABLE  4.2.4 

ANALYSIS OF ASSOCIATION BETWEEN REPAYMENT DURATION AND THEIR 

LEVEL OF SATISFACTION 

 

REPAYMENT 

DURATION 

Level of  Satisfaction 

Total 

Low Medium High 

Less than 6 months 12 26 20 58 

7 months – 1 year 14 29 26 69 

1 year – 3 years 10 22 15 47 

> 3 years 9 11 6 26 

Total 45 88 67 200 

 

Null Hypothesis (H0) : There is no significant relationship between repayment 

and their level of job satisfaction. 

Alternative Hypothesis (H1) : There is significant relationship between repayment 

and their level of job satisfaction. 

CHI - SQUARE TEST 

Calculated χ2 value  = 14.619 

Degree of Freedom  = 6 

Table value   = 12.592 

Result    = Significant at 5% level 

INFERENCE 

 It is found from the above table that calculated value is greater than the table value at 6 degree of 

freedom.  So, Null hypothesis (H0) rejected.  Hence it is concluded that there is close significant 

relationship repayment and their level of job satisfaction. 



Customer Perception on Credit Standards of  Nationalized Banks 33 
 

 

FINDINGS, SUGGESTIONS & CONCLUSION 

FINDINGS 

 

S.NO ATTRIBUTE 

FREQUENCY 

HIGHLY 

SATISFIED ` 

% REMARK 

1 
Timely Loan Facility from 

Nationalized Banks 
156 78 

Satisfied with Nationalized 

Banks in getting timely loan 

facility 

2 
Borrowing with 

Nationalized Banks 
74 37 

Customers prefers in going 

with borrowing. 

3 Interest Rate Charged 144 72 

Customers are Highly 

Satisfied towards the interest 

rates charged 

4 Timely Services 96 48 

Customers are moderately 

satisfied towards timely 

services 

5 
Settlement & Repayment 

Policies 
124 62 

Majority Customers are 

satisfied with settlement & 

repayment policies 

6 
Insurable Measures on 

Loan Availed 
108 54 

Majority of customers are 

attracted with the insurable 

measures 

7 
Diminishing Interest Rate 

Charged on NPV 
76 38 

Customers are satisfied with 

Diminishing Interest Rates 
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SUGGESTIONS  

• Only 37% of the customer is satisfied with the Borrowing with Nationalized Banks, the 

Nationalized banks has to concentrate in increasing the share of customers through 

advertisements and stressing the merits of going for credit with nationalized banks.  

• The Nationalized Banks has to modify its interest rates and settlement policies which might 

help in creating a bank image among public comparatively to that of private sector banks.  

• Bank has to modify its lending principle which will help both customers and banks by 

providing the loans on the basis of the weightage of the collateral security.  

CONCLUSIONS  

 Customers always look for more user- friendly products and better interest rates when compared 

to other banks they have account with, so, through product innovation and competitive lending strategy 

the bank can foster business relationship with its customers. As per the suggestions the banker has to 

adopt/modify those recommendations for the benefit of both banker and the customers in availing the 

credit facilities which will increase the customer’s perception levels.   
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