
Chapter VI 

BANK LINKAGE PROGRESS AND PERCEPTION 
IN THE DISTRICTS OF UTTAR AND DAKSHIN 

DINAJPUR 

6.1 Introduction 

Commercial banks play a very important role in implementing the 

scheme of SJSRY. Bank advance the loans to the poor people without any 

collateral to be kept as security because these poor have nothing to be kept as 

security. The commercial banks recover the amount, which has been granted 

as loan over a long period of time than the usual recovery strategy of the banks 

from other customers. This is so because the poor people will not be in a 

position to pay regular huge installment within a short duration of time. The 

objective of the bank is to serve the poor people. Therefore, success of the 

yojana SJSRY depends upon two parties i.e. the municipality or the CDS who 

will be acting on behalf of the poor people and the commercial bank on the 

other side. The co-ordination and the co-operation of the said parties are very 

much essential. The degree of success depends on the degree of co-operation 

and co- ordination between these parties. This chapter traces the progress of 

bank linkage with urban SHG in the districts of Uttar and Dakshin Dinajpur, 

the process of linkage and the problems in loan processing, the opinions of the 

bank personnel and the perception of the beneficiaries regarding the services 

of the banks. 
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• 6.2 Bank Linkage and Process 

Bank linkage is the most important function under the scheme SJSRY. 

The success of any scheme depends on the successful bank linkage. Under 

SJSRY scheme, the beneficiary has to contribute only 5% of the project cost, 

15% amount provided as subsidy by government and the rest 80% amount is 

provided as loan by the commercial banks. So, it has been found that the 

success of the scheme depends on the availability of the bank loan. The 

beneficiaries under the scheme are very poor. So, there is always a chance of 

non recovery of loan from banker's side. So, the bank follows some procedure 

for bank linkage with the group. At the very first stage, a group is formed and 

a bank account is opened in the name of the group. The group contributes a 

monthly subscription as own corpus which is deposited into the bank in the 

groups' name. During this stage, bank watches the activities and the viability 

of the group. After expiry of one year, if the group can satisfy the terms and 

conditions of the concerned bank, it will be eligible to get the government 

grant, loan and subsidy through the bank. The name of the beneficiary or 

group is selected in the NHG meeting and forwarded to the CDS through 

NHC. The beneficiary or group has to submit a project for getting loan from 

bank. The CDS after getting the name of the beneficiary or group send it to the 

Board of Councilors meeting for approval. The Board of Councilors meeting 

finally selects the name of the beneficiary or group and sends it to the bank 

through the chairperson of the municipality. The bank after getting the name 

of the beneficiary along with the project goes for door-to-door inspection to 

see the viability of the project for which the loan applied. If the bank is 
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satisfied with the project, the loan will be sanctioned. The technical body of 

the bank fixed up the amount of loan required to run the project. 

After the loan is sanctioned, the bank sends a sanction letter to the 

chairperson of the municipality. The chairperson sends the sanctioned letter to 

SUDA for subsidy, which is 35% of the amount of loan sanctioned. SUDA 

send the subsidy in the name of the beneficiary or group to the chairperson and 

the chairperson send the subsidy to the concerned bank for sanctioning the 

balance amount of loan. The bank after getting the subsidy from the SUDA 

sanctions the remaining 65% of the loan to the beneficiary. In other words the 

bank linkage of the group is done. The banks always look after the viability of 

the group since the bank has to provide loan under the scheme SJSR Y without 

any security and collateral. 

6.2.1 Progress Of Bank Linkage in the Uttar And Dakshin Dinajpur 

Districts 

The scheme SJSR Y was launched in December 1997. During the 

initial years, the rate of bank linkage were not very high, rather it was very 

low. Remembering the unsuccessful story of the other government scheme the 

banks were not interested to grant loan under the scheme SJSRY. In case of 

the unsuccessful scheme, the loan was one shot help to the beneficiaries and 

the beneficiaries considered the loan as nonrefundable grant. But under the 

scheme SJSRY, a savings habit has been created among the members and the 

loan is not one shot loan. The beneficiaries are not allowed to get cash loan 

rather the bank pays the suppliers directly on behalf of the beneficiaries. Due 

to all these reasons, in the later stage i.e. during the years 2000 onwards, the 
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rate of bank linkage has been increased. The bank linkage in the districts of 

Uttar and Dakshin Dinajpur can be found from the table: 

Table No: 6.2.1.a 

Trend Of Formation Of DWCUA and Bank Linkage in Different 

Municipalities under Uttar and Dakhsin Dinajpur Districts 

2005- Bank 2006- Bank 2007- Bank 2008- Bank 

Municipality 06 linkage 07 linkage 08 linkage 09 linkage 

11 22 36 59 

RAIGANJ(UD) 21 (52.38) 38 (57.89) 56 (64.28) 103 (57.28) 

14 47 68 107 

KALIAGANJ(UD) 46 (30.43) 90 (52.22) 85 (80.00) 157 (68.15) 

00 2 5 7 

DALKHOLA (UD) 03 (00) 07 (28.57) 19 (26.31) 19 (36.84) 

00 00 1 2 

ISLAMPUR(UD) 00 (00) 00 (00) 03 (33.33) 15 (13.33) 

25 51 110 175 

TOTAL(UD) 70 (35.71) 135 (37.77) 160 (68.75) 294 (59.52) 

3 6 13 18 

BALURGHAT(DD) 13 (23.07) 24 (25.00) 42 (30.95) 76 (23.68) 

00 2 26 15 38 23 

GANGARAMPUR (00) 00 (50.00) 01 (57.69) () (60.52) 

3 7 28 41 

TOTAL(DD) 13 (23.07) 26 (26.92) 68 (46.66) 114 (35.96) 

1482 

West Bengal 1903 (77.87) 

Source: : compilation of reports of municipalities 
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Table No: 6.2.1.b 

Trend Of Formation Of Thrift & Credit Group And Bank Linkage In 

Different Municipalities 

Municipality Dist. 2005- Bank 2006- Bank 2007- Bank 2008- Bank 

06 Link(%) 07 Link(%) 08 Link(%) 09 Link(%) 

RAIGANJ UD 246 117 271 187 322 202 398 242 

(47.56) (69.00) (62.73) (60.80) 

KALIAGANJ UD 298 167 338 198 384 237 575 297 

(56.04) (58.57) (61.71) (51.65) 

ISLAMPUR UD 01 0(00) 03 1 11 3 27 6 

(33.33) (27.27) (22.22) 

DALKOLA UD 118 68 119 79 140 98 212 112 

(57.62) (66.38) (70.00) (52.83) 

TOTAL UD 663 252 731 465 857 540 1212 657 

(38.00) (63.61) (63.01) (54.20) 

BALURGHAT DD 203 98 205 142 253 189 279 231 

(48.27) (69.26) (74.70) (82.79) 

GANGARAMPUR DD 188 82 201 128 223 142 235 167 

(43.61) (63.28) (63.67) (71.06) 

TOTAL DD 391 150 406 270 476 331 514 398 

(38.36) (66.50) (69.53) (77.43) 

Source: : comp1/atwn of reports of municipalities 

In the year 2005-06, total number of DWCUA groups formed in the 

district of Uttar Dinajpur was 70. It can be seen from the above table that the 

number of bank linkage for DWCUA groups in the municipality ofRaiganj as 

139 



on 2005-06 was 11 out of 21 groups. It was 52.38 %of the DWCUA groups 

formed. It is also seen that the number of TCG bank linkage was 117 out of 

246 groups formed during the year. It is 4 7.5 6% of total the groups formed. It 

is found that the number of bank linkage for DWCUA group in the 

municipality ofKaliaganj as on 2005-06 was 14 out of 46 groups. It is 30.43% 

of the DWCUA group formed. It is also seen that the number of TCG bank 

linkage is 167 out of 298 groups formed. It is 56.04% of the total groups 

formed. In Islampur municipality no DWCUA group has been found during 

the year and no TCG was linked with the bank during this year. In Dalkola, no 

bank linkage was made in case of DWCUA during this year. The number of 

TCG bank linkage was 68 out of 118 groups formed. It was 57.62% of the 

total TCG group formed in Dalkola municipality. 

In the district of Dakshin Dinajpur, It can be seen from the above table 

that the number of bank linkage for DWCUA group in the municipality of 

Balurghat as on 2005-06 was 3 out of 13 groups formed. It was 23.07% of the 

DWCUA group formed. The TCG linkage was 98 out of 203 groups formed. 

It was 48.27% of the total groups formed. In the municipality Gangarampur, 

no bank linkage was found in case of DWCUA during this year. The number 

of TCGs linkage was group formed was 82 out of 188 groups formed. It was 

43.61% of the total groups formed. 

In the district of Uttar Dinajpur 38.00% of the TCGs and 35.71 %of 

the DWCUA groups were linked with bank in the year 2005-06. In the district 

of Dakshin Dinajpur the TCG bank linkage was 38.36% and the DWCUA 

bank linkage was 23.07%. So, it can be observed that in case of TCG bank 

140 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 



linkage the performance of the Dakshin Dinajpur is better than Uttar Dinajpur 

district. In case ofDWCUA bank linkage the performance ofUttar Dinajpur is 

better than Dakshin Dinajpur. 

In the district of Uttar Dinajpur, It can be seen from the above table 

that the number of bank linkage for DWCUA group in the municipality of 

Raiganj as on 2008-09 was 59 out of 103 groups. It was 57.28% of the 

DWCUA group formed. It is also seen that the number of TCG bank linkage 

was 242 in the municipality of Raiganj. It is found that the number of bank 

linkage for DWCUA group in the municipality of Kaliaganj as on 2008-09 

was 107 out of 157 groups. It was 68.15% ofthe DWCUA group formed. It is 

also seen that the number of TCG bank linkage was 297 in Kaliaganj 

municipality. In Islampur municipality the number of bank linkage of 

DWCUA group was 2 out of 15 groups formed and it was 13.33% of the total 

group. There was no TCG linkage in this municipality. In Dalkola the number 

of bank linkage was 7 out of 19 in case of DWCUA groups formed and it was 

36.84% of the total DWCUA group formed. The number ofTCG bank linkage 

was 112 in the Dalkola municipality. 

In the district of Dakshin Dinajpur, It has been seen from the above 

table that the number of bank linkage for DWCUA group in the municipality 

of Balurghat as on 2008-09 was 18 out of 76 groups. It was 23.68% of the 

DWCUA group formed. It is also seen that the number of TCG bank linkage 

was 231 in the municipality of Balurghat. In the municipality Gangarampur, 

the number of bank linkage was 23 out of the DWCUA group formed was 
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38.It was 60.52% of the total groups formed. The number of TCG bank 

linkage was 167. 

It can be observed that total bank linkage of DWCUA in the district of 

Uttar Dinajpur was 175 out of the total number of groups formed was 294. It 

was 59.52% of the total groups formed and in Dakhsin Dinajpur the bank 

linkage was 35 out of 114 groups formed. It was 35.96% of total DWCUA 

group formed In Dinajpur districts total number of DWCUA linkage in were 

216 out of 408 groups formed. It was 52.94% of total number of groups 

formed in these districts. 

Total number of TCG groups formed in the district of Uttar Dinajpur 

as on 2008-09 was 1212.Bank linkage was done for 657 groups. It was 

54.20% of total TCGs in the district of Uttar Dinajpur. In Dakshin Dinajpur 

district, the number of bank linkage was 398 out of 514 groups and it was 

77.43% ofthe total groups formed in Dakhsin Dinajpur as on 2008-09. Total 

number of TCGs linkage in the districts of Dinajpur was 1055 (657+ 398) out 

of 1726 groups, which was 61.12% of the total number of groups formed in 

these districts. 

In West Bengal the number ofDWCUA bank linkage was 1482 out of 

1903 groups formed. It was 77.87% of the total groups formed. So, the 

percentage of overall bank linkage in case of DWCUA in the districts of 

Dinajpur is lower than the linkage rate in West Bengal. But the percentage of 

bank linkage in case of Kaliaganj municipality is at par with West Bengal. The 

total number ofTCG bank linkage was 13822 in West Bengal. The percentage 

ofTCG bank linkage in the districts was 7.59% of West Bengal. 
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It can be found that the DWCUA and bank linkage is satisfactory in 

the municipalities of Raiganj and Kaliaganj (more than 50%) in the district of 

Uttar Dinajpur and Gangarampur in the district of Dakshin dinajpur. In other 

municipalities the percentage of bank linkage in respect to DWCUA groups 

formed are not satisfactory. Incase of TCG bank linkage it was found that the 

percentage is satisfactory in all the municipalities in Uttar Dinajpur except 

Islam pur. 

In the municipalities of Balurghat and Gangarampur under the district 

Dakshin Dinajpur the TCG and bank linkage rate were more than 70%. 

In the initial years the rate of bank linkage was slow. At that time the 

beneficiaries were not competent enough to make bank linkage. But with the 

passage of time, the beneficiaries become lot more confident and as a result 

the numbers of bank linkage are increasing rapidly. It is also observed from 

the table that the ratios of bank linkage are increasing over the years. 

The summary of the trend of TCGs and the DWCUA linkage in the 

district of Uttar Dinajpur district has been shown in the following table. 

Table No: 6.2.1.c 

The Trend OfTCG And DWCUA Linkage in the Uttar Dinajpur District as on 
2008-09 

Year TCG DWCUA 

2005-06 252 25 

2006-07 465 51 

2007-08 540 110 

2008-09 657 175 

Source: : comptlation of reports of municipalities 
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In the district of Uttar Dinajpur, an upward trend in the case of TCGs and 

DWCU A linkage is found. The growths in TCGs linkage are more than the DWCU A 

groups' linkage. It is also shown that the TCGs have a steady growth over the years. It 

is also seen from the year 2005-06 onwards the progress in DWCUA and TCG 

linkage is steady. This can also be observed from the following line diagram: 

< 
;::) 

700 

600 

Trend of TCG and DWCUA Linkage in the 
District of Uttar Dlnajpur 

~ Q) 500. 
c i 400 
-g :5 300 

II-+-TCG -1 
CU..J 
C) 200 
(.) 
1- 100 

0 
2005-06 

~------ DWCUA 

2006..07 2007-08 2008-09 

Years 

Table No:: 6.2.1.d 

The Trend Of TCG And DWCUA Linkage in. The Dakshin Dinajpur District as 
on 2008-09 

... ---
Year TCG DWCUA 

2005-06 150 3 

2006-07 270 7 

2007-08 311 28 

2008-09 398 41 

Source: compilation of reports ofmumcipalities under Dakshin Dinajpur 
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In the district ofDakshin Dinajpur, it is shown that an upward trend in the case 

of TCGs and DWCUA linkage. The growths in TCGs linkage are more than the 

DWCUA groups' linkage. It is also shown that the TCGs have a steady growth over 

the years. It is also seen from the year 2005-06 onwards the progress in DWCUA and 

TCG linkage is steady. Situation can also be folind from the following diagram: 
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It has also observed that the linkage of DWCUA groups is less 

compared to the linkage of TCG groups in both the districts. Regarding the 

number ofDWCUA and TCG linkage, it is found that the number ofDWCUA 

and TCG linkage in the district of Uttar Dinajpur is higher than Dakshin 

Dinajpur district. It can also be observed that the formation and linkage of the 
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groups have been found in some particular municipalities like 

Kaliaganj and Raiganj in Uttar Dinajpur district. The even distribution of the 

groups have not be found in the district of Uttar and Dakshin Dinajpur 

districts. 

6.3 Problems in Bank Linkage and Loan Sanction: 

6.3.1 Problems 

Bank linkage is the most important factor on which the success of the 

scheme SJSR Y depends. The operations of bank linkage process should be 

smooth and easy. But in practice, it is shown that in most of the times the 

process does not operate as per expectation of the beneficiaries as well as the 

bankers. It is due to some problems that have faced during the process of bank 

linkage. These problems are discussed below. 

i) Long time taken for processing the loan application: 

The survey result reveals that majority of the respondents felt that 

entire process of loan sanctioning i.e. from the date of receiving the 

application form to the date of disbursement of loan, the time requirement 

should be not more than one and half months. However in practice, regarding 

the follow up for the purpose of loan, the beneficiaries have to wait for at least 

for 2 to 3 months and even more in some cases. This is shown in the following 

table: 

146 



Table-6.3.1.a 

Time Taken by Bank to Process Loan Applications (In Months) 

Municipality District Average Time taken (months) 

Raiganj Uttar Dinajpur 3-4 

Kaliaganj Uttar Dinajpur 2-3 

Dalkola Uttar Dinajpur 12 

lslampur Uttar Dinajpur 12 

Balurghat Dakshin Dinajpur 2-3 

Gangarampur Dakshin Dinajpur 3-4 

Source: Field Survey 

It is found that in the municipality of Kaliaganj and Balurghat the time 

taken by the bank for processing the loan i.e. the time from receiving the 

application form to the date of sanctioning the loan is 2-3 months. In the 

municipality Raiganj and Gangarampur, it is 3-4 months, and in the 

municipality Dalkola and Islampur it is almost one year. 

ii) Sanctioned amount is less than applied amount: 

In most of the times, it is also found that the banks allow lesser amount 

of loan to the beneficiaries than their applied amount. Respondents (the 

clients) also stated that in most of the cases, loan sanctioned by the 

commercial banks are not exactly equal to the amount that the beneficiaries 

apply for. Commercial banks sanction a portion of the loan after scrutiny. It is 

seen in survey that 60% of the applicants get 80% of the loan they have 

applied and 15% of the applicants get loan amounting to 50% of the amount 
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they have applied for and rest 35% get between 50% and 80% of the amount 

of loan they have applied for. 

The reasons of allowing lesser amount of loan than application as 

stated by the bank officials are overcastting the amount of loan required by the 

beneficiaries and lack of loan payment ability. 

iii) Cancellation of loan application: 

The banks reject a large number of loan applications. The reasons for 

rejection were as follows: 

a) It is seen that about 50% of the loan applications are rejected because 

the applicants are not qualified for applications. One of the main 

criterions under the scheme is that the beneficiaries should be a 

member from a BPL family. However, in most of the cases, it is found 

that the applicants were not from BPL families. Again even if the loan 

applicant was a member from BPL family but the other persons of the 

group was not from BPL families. 

b) Applicants in many cases do not belong to the jurisdiction of the bank 

branches. A committee comprising of Municipal Commissioner, 

chairperson of CDS and manager of the lead bank initially screens the 

applications for loans. After the screening work has been done, the 

lead bank send the applications to the concerned bank according to the 

locality of the clients. It also set the target for clearing the applications. 

Due to over -sight, some loan applications are sent to wrong branch 

and thus are rejected. Rejections on this ground can be avoided through 

mutual consultation among the banks. 
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iv) Out of the sample of 458 respondents, 167 have visited bank 2 to 3 

times for granting loan, 158 visited bank 3- to 4 times and 56 visited 4 

to 5 times, 45 visited 5 to 6 times and 32 visited 10 to 12 times for 

sanctioning the loan. These multiple visits occur cost and act as 

hindrances to financial access. Making multiple visits to bank for 

getting loans sanctioned and disbursed makes the beneficiaries 

frustrated and they often give up the hope of getting the loan. 

Bank managers however had other views when interviewed. They 

stated that the total process of the loan i.e. from the date of receiving the loan 

to the date of sanctioning the loan, it took hardly 15 days time. They also 

stated that beneficiaries have to visit on an average of two times to bank for 

knowing about the current position of their loan. This can be found from the 

following table: 

Table no: 6.3.1.b 

Number Of Visits an Applicant has to Make for Getting Loan. Sanctioned 

Municipality District Number of times 

Raiganj Uttar Dinajpur 4-5 

Kaliaganj Uttar Dinajpur 3-4 

Dalkola Uttar Dinajpur 8-10 

lslampur Uttar Dinajpur 10-12 

Balurghat Dakshin Dinajpur 3-4 

Gangarampur Dakshin Dinajpur 5-6 
Source: Field Survey 
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6.3.2 Opinion and Appreciation Of Bank Manager 

The bank managers were interviewed and some apprehensions that the 

bank managers had in extending loans to the SJSRY clients are as follows: 

a) The clients are very poor and they often use the loan amount for 

personal consumptions other than business purposes. For that reason, 

the project for which they get the loan is not either implemented or 

suffers from under investment. When an economic activity does not 

produce the desired level of goods or services, the revenue generated 

from such activities are low. These in tum results in reduce profit and 

increase the chance of default in loan installment. 

b) There is a provision that any individual who wants to get loan under 

the scheme must live in the area for at least three years. But it is seen 

that these poor people usually live in rented house and change their 

residential address very often. In that case, it becomes very difficult to 

know their whereabouts of the beneficiaries and to keep regular contact 

with their economic activities. 

c) The banks usually insure these loans with the insurance companies. It 

is shown that total cost for sanctioning the loan is very high and 

income is low compared to the risk involved. 

It is found in the guidelines of the scheme that the bank managers 

should be called o·n, participate in the CDS meeting, and take part in the 

discussion regarding provision of loan and recovery strategy. Six managers 

out of the ten managers interviewed have argued that they were never invited 

to attend the CDS meeting. 
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It is understood that the bank managers are not very much enthusiastic 

in extending the loans to the people under SJSRY scheme. The fiat to treat this 

loan as priority sector advances had no major impact. In any case, the bank 

managers cannot be expected to take a liberal interpretation of the laid down 

procedures for extending loans to poor on commercial basis. They do not 

consider the subsidy to the beneficiaries as sufficient incentives. The non-

recovery portion of the loan i.e. the NPA (Non-Performing Asset) would be on 

the shoulders of the bank managers and will be recorded in the personal file of 

the managers. Therefore, the bank managers do not want to take the risk. 

They want the authority implementing the yojana to give one or other form of 

security for the loan. Banks are interested in sanctioning loan for the project 

DWCUA. This is only because that is a group project and the concern 

municipality gives assurance for loan repayment under the scheme. 

It is seen in the districts of Uttar and Dakshin Dinajpur that the banks 

are giving emphasis on formation of DWCUA group and sanctioning loans for 

the DWCUA group. The Kaliyaganj municipality has formed maximum 

number ofDWCUA group in West Bengal. 

The banks are found to be eager to get the TCS groups to open savings 

bank account with their own branch because once the revolving fund ts 

sanctioned for the groups the turnover of the group account will be better. 

6.4 Perception Of Beneficiaries Of Quality Of Services of Banks 

The discussions made in the earlier sections show those effective 

linkage systems between the beneficiaries, officials of banks and government 

agencies or specifically the CDS. Gaps in loan sanctioning and disbursement 
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systems have been found which includes multiple visits to banks and rejection 

of applications. It is therefore apparent that the beneficiaries' satisfaction level 

with the banks services may not be up to the desired level. If it is so, the 

communication and linkage developed with the banks may break down and 

the urban micro finance delivery system under the SJSR Y scheme may be 

permanently disrupted. It is therefore necessary to empirically test what the 

beneficiaries' expectation about the quality of services from the banks and 

what are their perceptions about the actual service offered. For this purpose, 

the SERVQUAL Analysis has been used. 

6.4.1 Assessment Of Quality Of Services Offered by Banks---

SERVQUAL Analysis 

The SERVQUAL method has been used in many settings to assess the 

quality of service of banks. By measuring expectations, perceptions, and 

satisfaction level on the dimensions of Reliability, Assurance, Tangibles, 

Responsiveness and Empathy as well as overall satisfaction of the customer. 

Commercial banks play a very important role in the economy of any 

country. Providing of better quality of services to the customers is very much 

vital for the banks. Defining and measuring quality in services might be 

difficult due to the intangible nature of the service offering. With stiffer 

competition among the domestic and foreign banks, there it was important for 

the commercial banks to improve the quality of service. SERVQUAL 

Analysis is one which measures the performance of the banks from customers' 

perspective. Many of the researchers on service quality have been carried out 

within the framework of widely accepted service quality model. SERVQUAL 
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• model developed by extensive research by Parasuraman etal.(l985, 1988,and 

199l).Since then many researchers have used this 22 items scale to study the 

service quality of the banks. A descriptive statistical analysis was used to 

evaluate the level of the service quality of the banks. This study measures the 

gap of customers' expectation and their perceptions. Besides, the study 

indicates whether the customers are satisfied with the services of the banks. 

6.5 Methodology 

The questionnaire design partially follows the SERVQUAL 

(Parasuraman, 1991) instrument (Reliability, Assurance, Tangibles, Empathy 

and Responsiveness) by using a 5-point Likert scale with "1" being "Strongly 

Disagree" and "5" being "Strongly Agree". For each dimension, all questions 

measured the customer expectations and perceptions of beneficiaries in the 

districts of Uttar and Dakshin Dinajpur. In addition, the perceived most 

preferable bank service, the important criteria and importance of choosing in 5 

dimension service quality of bank, overall measures with satisfaction level and 

demographic information. In total, 458 questionnaires were administered to 

the leader of the groups. 

For the analysis, the expectation score is subtracted from the 

perception score for each item in the 5 dimensions. The average SERVQUAL 

scores for the items pertaining to each of the 5 dimensions are totaled and then 

divided by the number of items making up the dimension. The scores obtained 

for the 5 dimensions are averaged of overall measure of service quality. The 

weighted score is the average SERVQUAL score multiplied by the importance 

weight for each dimension (total 100 points).The weights being determined by 
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the beneficiaries depending on the relative importance of the attributes. The 

lower the score, the lower is the perception level for the customers. This study 

aims to minimize and improve the perception gap or enhance the expectation 

level by educating internal or external customer in the recommendations. 

For the purpose of measurement of service quality in the service sector, 

the beneficiaries' expectations of service as well as perceptions of service 

should be considered. Robinson ( 1999) concludes "It is apparent that there is 

little consensus of opinion and much disagreement about how to measure 

service quality". One service quality measurement model that has been 

extensively applied is the SERVQUAL model. SERVQUAL as the most often 

used approach for measuring service quality has been to compare customers' 

expectations before a service encounter and their perceptions of the actual 

service delivered (Gronroos, 1982; Lewis and Booms, 1983; Parasuraman et 

al. , 1985). The SERVQUAL instrument has been the predominant method 

used to measure consumers' perceptions of service quality. It has five generic 

dimensions or factors and are stated as follows (van Iwaarden et al. , 2003): 

(1) Tangibility: Physical facilities, equipment and appearance of 

personnel. 

(2) Reliability: Ability to perform the promised service dependably and 

accurately. 

(3) Responsiveness: Willingness to help customers and provide prompt 

service. 
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(4) Assurance: Competence, courtesy, credibility and security). 

Knowledge and courtesy of employees and their ability to inspire trust 

and confidence. 

(5) Empathy: Access, communication, understanding the customer). 

Caring and Individualized attention that the firm provides to its 

customers. 

In the SERVQUAL instrument, 22 statements measure the 

performance across these five dimensions, using a seven point Iikert scale 

measuring both customer expectations and perceptions (Gabbie and O'neill, 

1996). It is important to note that without adequate information on both the 

quality of services expected and perceptions of services received then 

feedback from beneficiaries survey can be highly misleading from both a 

policy and an operational perspective. In case of comparing the beneficiaries 

expectation and perception regarding the service qualities provided by the 

commercial banks, the application of SERVQUAL approach is more 

specified. 

In below the SERVQUAL Analysis of the members of the groups in 

the district of Uttar and Dakshin Dinajpur is calculated. 

6.5.1 Assessment by Beneficiaries 

In the following table the SERVQUAL model has been used for 

measuring the quality of service of the commercial bank in the districts of 

Uttar and Dakshin Dinajpur. On the basis of the response of 458 members the 

data table had been constructed. In the first column five different attributes 

have been taken from different dimensions like Tangibility, Reliability, 
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Responsiveness, and Empathy. Under the attributes total 22 statements have 

been taken to cover the different aspects of the services of commercial banks. 

In the second column the mean expected value of the members has been 

taken. It indicates the expectations of the members from the banks regarding 

different services. In the third column the mean perceived value of the 

members have been taken. It indicates the perception of the members 

regarding different services of the commercial bank. The standard deviations 

are given in the parenthesis. The difference between these two is the mean 

gap between the mean expected value and the mean perceived value. If the 

difference is positive then it indicates that the performances of the banks are 

better than perception of the members. If the gap is negative then it indicates 

that the performance of the banks is lower than expectation. To statistically 

test the assessment, the following hypotheses have been made. 

Ho: There will be no difference between the qualities of service of the 

banks as expected by the beneficiaries and as perceived by the 

beneficiaries 

Hl: There will be difference between the qualities of service of the 

banks as expected by the beneficiaries and as perceived by the 

beneficiaries 

The differences m means have been tested using the paired t test 

method. The results are given in the following table. 
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Table no: 6.5.1.a 
Response Of the Beneficiaries 

Attributes 

Tangibility 
1. Use of modem banking equipments 
2. Physical Appearance of the staff 
3. Physical activities of the staff 
4. Documentation papers and Process 
Reliability 
5) Staff keep promise that they made 
6) Staff provide accurate informations 
7) Work is done in time 
8) Work is done accurately 
9) Staff are dependent 
Responsiveness 

EMean 

3.01(.96) 
3.05(1.01) 
4.17(.83) 
3.76(1.98) 

4.02(1.04) 
3.83(.82) 
4.24(.92) 
3.85(.87) 
4.01(.82) 

PMean 

2.92(.94) 
2.95(.96) 
3.86(.92) 
3.49(1.07) 

3.21(.95) 
3.34(.91) 
3.29(1.04) 
3.57(.88) 
3.69(.86) 

1 0) Response to beneficiaries enquiries is 4.12(1.01) 3.58(.82) 
prompt 
11) Willingness to help beneficiaries 3.91(.99) 3.39(.96) 
12) Provision of services to beneficiaries 3.82(.91) 3.13(.92) 
is prompt 
13) Beneficiaries valued as important 3.12(.97) 2.76(1.05) 
customer 
Assurance 
14) Staffs are competent 4.12(.86) 3.86(.97) 
15) Beneficiaries feels secured regarding 3.96(1.82) 3.81(1.15) 
transactions 
16) System grow confidence in 3.07(1.71) 2.93(1.05) 
benefiCiaries 
17) Staff can be trusted 
Empathy 

3.56(.88) 3.31(.81) 

18) Staff can understand the beneficiaries 4.36(.79) 3.79((.74) 
need and problems 
19) Customer can communicate with staff 
20) Staff takes care of beneficiaries 
21) Attention is given to individual 
beneficiaries 

4.17(.97) 3.89(.79) 
3.12(1.00) 2.78(.83) 
4.09(.82) 3.73(.88) 

22) Comfortable time frame of operation 4.03(1.96) 3.91 (1.02) 

Average 3.80 3.39 

Gap tvalue 
(P· 
E) 

-.09 1.45 
-.10 1.53 
-.31 5.43** 
-.17 1.62 

-.81 12.46** 
-.49 8.59** 
-.75 11.71** 
-.28 4.91** 
-.32 5.81** 

-.54 9.99** 

-.52 8.12** 
-.69 11.50** 

-.36 5.45** 

-.26 4.33** 
-.15 1.51 

-.14 1.52 

-.25 4.54** 

-.57 11.40** 

-.28 4.82**. 
-.34 5.66** 
-.36 6.42** 

-.12 1.16 

note: (** denotes significance at 1% level and. Standard deviation are in parenthesis, a 
negative gap indicates the service quality is less than expectation.) 

157 



From the table it is shown that the gap in case of different statement 

under five attributes are negative. It indicates that the services of the 

commercial backs are below than the expectations of the members from the 

bank The gap is ranging from (_.12 to -.8l).The null hypothesis has been 

rejected in sixteen cases out of twenty two cases. The gap is minimum in case 

of the time frame of the operation of the bank and it is maximum in case of the 

staff not keeping promise regarding any kind of service. 

The overall Mean expectation is 3.80 and the average perceived value 

1s 3.39 .The average gaps between the expectation and perception of the 

customer is 0.40 

Out of the sixteen cases rejected, it is seen that all cases i.e. five cases 

have been rejected under the attribute Reliability. It indicates that regarding 

the Reliability the banks have totally failed to satisfy the beneficiaries' 

expectation. The same situation is also found in case of the attribute 

Responsiveness. Regarding this attributers all the four cases have been 

rejected and indicate that the banks have been failed in satisfying the 

beneficiaries' expectations. Regarding the attribute Empathy, the null 

hypothesis has been rejected in four cases out of five. It also indicates that the 

bankers actual activities in this attributes is much lower than the customer's 

expectation. 

The analysis of the gap between the expectation of the customers about 

the services of the commercial bank and the customer's perception can also be 

discussed from the Weighted SERVQUAL Score. For the analysis, the 

expectation score is subtracted from the perception score for each item in the 5 

dimensions. The average SERVQUAL scores for the items pertaining to each 

of the 5 dimensions are totaled and then divided by the number of items 

making up the dimension. The scores obtained for the 5 dimensions are 
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averaged of overall measure of service quality. The weighted score is the 

average SERVQUAL score multiplied by the importance weight for each 

dimension (total 100 points). The weight has been determined based on the 

beneficiaries' assessment. The beneficiaries were asked to assigned weight to 

the five attributes and they have assigned weight to different attributes 

according to importance to them. The lower the score, the lower is the 

perception level for the customers. This study aims to minimize and improve 

the perception gap or enhance the expectation level by educating internal or 

external customer in the recommendations. 

These results showed that the Reliability dimension with a mean sore 

of 23.65 was ranked the most important dimension, and has the highest 

standard deviation of 16.433, followed by the Responsiveness dimension at 

22.97. The least important dimension was Empathy with a mean score of 

14.50. 
Table no: 6.5.1.b 

Weighted SERVQUAL Scores Of Beneficiaries regarding Commercial 

Bank 

WEIGHTED 
SERVICE Expected Perceived Gap IMPORTANCE 

SERVQUAL 
DIMENSION Value(E) Value (P) (E·P) WEIGHT 

Score 

Tangibility 3.54 3.18 -0.36 21.90 -7.88 

Reliability 3.99 3.42 -0.57 23.65 -13.48 

Responsiveness 3.74 3.21 -0.53 21.50 -11.40 

Assurance 3.70 3.44 -0.26 18.45 4.78 

Empathy 3.95 3.62 -0.33 14.50 4.78 

OVERALL 18.92 16.87 -2.05 100 -42.32 

Overall average wetghted SERVQUAL score = - 0.4232 
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The findings indicate the Reliability dimension has the greatest service 

gap of -0.57 followed by the Responsiveness dimension at -0.53. The smallest 

service gap was the Assurance dimension at -0.26. The weighted SERVQUAL 

scores are computed and the overall weighted SERVQUAL score is -0.4232. 

This score was calculated by multiplying the SERVQUAL scores of the 

service dimensions by the weight given by respondents in questionnaire and 

dividing the sum by 22 (22 items in the questionnaire). The negative score 

indicates that commercial banks did not fulfill the customer's expectation. 

6.5.2 Assessment by CDS Officials-----SERVQUAL Analysis 

CDS officials have an important role to play in getting the loan 

approvals and disbursements made to the beneficiaries. They therefore have 

active interaction with the banks and understand the quality of services 

provided to the beneficiaries. If they realise that the service quality has to be 

improved, they can place their suggestions to the appropriate authorities 

18 officials of the CDS in the district of Uttar and Dakshin Dinajpur 

have responded about their expectation and perception about the service 

quality of the commercial banks. To test their expectation and perception, a 

questionnaire similar to the beneficiaries were administered to them. To 

statistically test the assessment, the following hypotheses have been made. 

Ho: There is no difference between the expectation and perception of 

the CDS officials regarding the services provided by the banks. 

Hl: There is difference between the expectation and perception of the 

CDS officials regarding the services provided by the banks. 

160 



The differences in means have been tested using the paired t test method. The 

results are given in the following table. 

Table 6.5.2.a 

Response Of the CDS Officials 

Attributes EMean PMean Gap tvalue 
(P·E)_ 

Tangibility 
1. Use of modem banking equipments 3.46(.81) 2.93(.87) -.53 2.09** 
2. PhysicaiAppearanceofthestaff 3.91(.87) 3.41(.83) -.50 1.76* 
3. Physical activities of the staff 3.81(.96) 3.53(.92} -.28 .89 
4. Documentation papers and Process 3.42(.91) 2.87(.99) -.55 1.74* 
Reliability 
5. Staff keep Promise thatthey made 3.12(1.01} 2.43(.98} -.69 2.09** 
6) Staff provide accurate informations 3.01(.87) 2.34(1.01} -.67 2.16** 
7) Work is done in time 4.24(.92} 3.71(.88) -.53 1.77* 
8) Work is done accurately 3.81(.79) 3.57(.82) -.24 .89 
9)Staffaredependent 3.31(.92) 3.17(.91) -.14 .46 
Responsiveness 
10) Response to beneficiaries enquiries is 3.87(.98) 3.28(.92) -.59 1.86* 
prompt 
11) Willingness to help beneficiaries 3.07(.86) 2.39(1.05) -.68 2.13** 
12) Provision of services to beneficiaries is 3.93(1.05) 3.13(1.02) -.80 2.32** 
prompt 
13) Beneficiaries valued as important 3.11(.82) 2.76(.98) -.35 1.16 
customer 
Assurance 
14) Staffs are competent 4.21(.98) 3.66(.79) -.55 1.85* 
15) Beneficiaries feels secured regarding 4.37(.97) 3.78(.86) -.59 1.96_. 
transactions 
16)Systemgrowconfidenceinbeneficiaries 3.31(.87) 2.81(.89) -.50 1.72* 
17)Staffcanbetrusted 3.59(.89) 3.11(.98) -.48 1.54 
Empathy 
18) Staff can understand the beneficiaries 4.21(1.02) 3.59(.92) -.62 1.93* 
need and problems 
19)Customercancommunicatewithstaff 4.12(.99) 3.91(.92) -.21 .67 
20) Stafftakescareofbeneficiaries 3.11(.87) 2.68(1.01) -.43 1.7* 
21) Attention is given to individual 2.89(.78) 2.36(.87) -.53 1.93* 
beneficiaries 
22) Comfortable time frame of operation 3.37(1.15) 2.71(.99) -.66 1.88* 

Average 3.16 3.00 
note: (** denotes significance level 1% and * denotes significance level 5%, denotes 
significance level 1%, standard deviation are in parenthesis, a negative gap indicates the 
service quality is less than expectation.) 
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The difference between the expected value and the perceived value is 

the gap. The negative gap indicates the banks are not performing as per 

expectation and the positive gap indicates banks performance is very goods 

i.e. beyond expectation. If the t value is high it indicates a high gap between 

customer's expectation and perception of the customers. 

The overall Mean expectation is 3.16 and the average perceived value 

is 3.00. The average gap between the expectation and perception of the 

customer is 0.34 

The null hypothesis has been rejected in fifteen cases out of twenty two 

cases. Out of fifteen cases rejected, in case of Tangibility three, in case of 

Reliability three, in case of Responsiveness three, in case of Assurance three 

and in case of Empathy three cases were rejected. The bank should 

concentrate in improving the service qualities in the attributes Reliability, 

Responsiveness and Assurance. 

The following statement can be made from the above table: 

1) Regarding the attribute Tangibility, the one statement has been rejected 

according to hypotheses of beneficiaries' perception and three 

statements were rejected according to hypotheses of CDSs officials' 

perception. The beneficiaries' expectation and perception does not 

differ to a large extent regarding this attribute. But the CDSs officials' 

expectation is higher regarding this attribute. According to them the 

use of modem equipments and the physical appearance of the bankers 
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should be improved. The facilities of documentation and processes of 

papers have also to be improved. 

2) The bank should concentrate in the attribute reliability. All five 

statements were rejected according to hypotheses of beneficiaries' 

perception and three statements were rejected according to hypotheses 

of CDSs officials' perception. The bank should operate in such a way 

that will increase the sense of reliability in the mind of the 

beneficiaries as well as CDSs officials. The staff should keep their 

promise regarding performing any work, the bankers should provide 

necessary informations to the users in time. 

3) Regarding the attribute Responsiveness, the five statements have been 

rejected according to hypotheses of beneficiaries' perception and three 

statements were rejected according to hypotheses of CDSs officials' 

perception. The bank should try to improve the responsiveness to the 

customers. The beneficiaries should be considered important to the 

bankers. The bankers should satisfy the beneficiaries' enquiries prompt 

and should be ready to help the beneficiaries. 

4) Regarding the attribute Assurance, the two statements have been 

rejected according to hypotheses of beneficiaries' perception and three 

statements were rejected according to hypotheses of CDSs officials' 

perception. So, the bank should concentrate on this attribute. Both the 

beneficiaries and the CDSs officials expect a much higher competency 

level of the bankers. 
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5) Regarding the attribute Empathy, the four statements have been 

rejected according to hypotheses of beneficiaries' perception and three 

statements were rejected according to hypotheses of CDSs officials' 

perception. The bank staff should try to understand the beneficiaries 

problems carefully and give more attention to them. 

The analysis of the gap between the expectation of the customers about 

the services of the commercial bank and the customer's perception can also be 

discussed from the Weighted SERVQUAL Score as follows: 

Table no: 6.5.2.b 

Weighted SERVQUAL Scores Of CDS Officials regarding Commercial 
Bank 

WEIGHTED 
SERVICE Expected Perceived Gap IMPORTANCE 

SERVQUAL 
DIMENSION Value(E) Value (P) (E·P) WEIGHT 

Score 

Tangibility 3.65 3.19 -0.46 21.37 -9.83 

Reliability 3.49 3.04 -0.45 20.45 -9.20 

Responsiveness 3.50 2.89 -0.61 23.33 -14.23 

Assurance 3.87 3.34 -0.53 19.29 -10.22 

Empathy 3.54 3.05 -0.49 15.56 -7.62 

OVERALL 18.05 15.51 -2.54 100 -51.10 

Overall average weighted SERVQUAL score=- 0.5110 

The weighted SERVQUAL scores are computed and the overall 

weighted SERVQUAL score is -0.5110. This score was calculated by 

multiplying the SERVQUAL scores of the service dimensions by the weight 

given by respondents in questionnaire and dividing the sum by 22 (22 items in 

the questionnaire). The negative score indicate that commercial banks did not 
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fulfill the customer's expectation. Therefore some attempt should be made by 

the banks in improving their services. Certain suggestions are given below: 

6.6 Conclusion and Suggestion 

The present economic scenario and different financial sector reform 

policy forced the commercial banks to close many of their loss making 

activities, redefining their activities and make them competitive with other 

banks. Otherwise, they cannot sustain in the competitive business. In such a 

situation, a question has been raised whether commercial bank can afford 

loans to such government sponsored scheme in the near future. Here two 

alternative courses of actions can be considered. 

The first one is to improve within the existing arrangement. It is a 

short- term arrangement. The second one is a long run arrangement. 

Regarding the first one, the bank managers also expressed some apprehensions 

in extending loans to the clients under the scheme SJSRY as follows: 

i) The loan proposals are not prepared following meticulously prepared 

which bank needed in case of other customers. 

ii) The clients are defaulting their loan installments and there is no 

initiative or assurance from their sponsors about repayment of the loan. 

To come out from the first problem, it is suggested that instead of 

forwarding a large number of applications for loans to the commercial bank, it 

should be forwarded to ULBs. The ULBs should be authorized to make 

commitment about the subsidy payment, if there is any delay in receiving the 

budgetary allocations. The bank managers should be invited in the screening 
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committee meeting. The bank managers should be satisfied about all of their 

asking and clarifications about the loan applications. There should be 

combined efforts by ULBs and bank personnel regarding field verifications. 

Regarding the second apprehensions, the CDS has been suggested to 

give the assurance regarding the loan repayment. CDS is a registered body 

entitled for separate budgetary allocations and has a separate bank account of 

its own. The bank manager thinks that the guarantee given by the CDS is 

enough for extending loans to the clients under this scheme SJSRY. CDS can 

create the peer pressure through the beneficiaries on the clients and recover the 

loans easily. These alternatives have advantages also. Though the ULBs and 

CDS will make a thorough scrutiny of the loan applications, the bank cannot 

easily reject the loan applications without any valid reason. 

The main problem is that the CDS will not give the assurance for 

recovery of loan installments. Even if they give the assurance, there is a 

chance that only the some specific known persons to the CDSs will be 

recommended for loan. Another controversial issue is that in case of a client 

who has been defaulted for genuine business reason, can CDS be authorized to 

make the repayment from its budget? 

It also seen that during last few years, no initiative has been taken to 

develop an alternative source of finance, which can substitute the role of 

commercial banks in India in disbursing funds for urban micro finance 

programmes. In other countries, it has been found that many alternative 

agencies, which are taking part in extending loan to the poor like Grameen 

bank in Bangladesh, Bank Rakyat in Indonasia, Banco Solidario of Bolivia 
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etc. It is also argued that NGOs may also be encouraged for the purpose to 

enter this business of lending to the urban poor through giving some financial 

incentives. It is also reported that many NGOs are borrowing from Rashtriya 

Mahila Kosh and from public financial institution and lending them to the 

poor people at short time duration for earning profit. Another suggestion is 

that the eligible TCG groups should be allowed to loan to the non-members 

also. The advantages are that, there would be a very close relation between 

borrower and the lender and the chance of default will be reduced. Lot of 

paper works, which is needed for lending, will be reduced and it will reducer 

the cost of processing the loan. It is also argued that the TCGs and NGOs have 

not enough funds to enter into this type of lending operation and there is no 

institutional finance to TCs and NGOs that would help them to operate such 

operations. Moreover, since such alternative financial institutions would 

concentrate only on providing micro financial services in urban areas, the 

quality of services provided by them may be up to the expectation of the 

beneficiaries. A holistic and coordinated approach is needed to make 

commercial bank sanction and disbursement system smoother and beneficiary 

friendly and gradually develop specialized micro finance institutions for this 

purpose. 
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