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ABSTRACT

This research paper aims to compare and analyze the
loan facilities offered by public and private sector banks in the
Rewa district of Madhya Pradesh. With the growing
dependence of individuals, small businesses, and farmers on
institutional credit, the nature and quality of loan services
have become critical in ensuring financial inclusion and
economic development. The study investigates various
parameters including interest rates, processing fees, loan
approval time, collateral requirements, customer satisfaction,
and the availability of government-linked loan schemes.
Primary data was collected through  structured
questionnaires and interviews with 100 loan beneficiaries from selected public and private bank branches
in Rewa. Secondary data was sourced from official bank documents, RBI publications, and government
scheme portals. The analysis reveals that while public sector banks generally offer lower interest rates and
are more accessible in rural areas, private sector banks provide quicker services and better customer
support but often at higher costs. The findings highlight the strengths and limitations of both sectors and
emphasize the need for policy reforms to harmonize loan processes, improve transparency, and enhance
borrower awareness. This study offers valuable insights for borrowers, bankers, and policymakers aiming
to improve the accessibility and efficiency of credit delivery systems in semi-urban and rural districts like
Rewa.

KEYWORDS : Public Sector Banks, Private Sector Banks, Loan Facilities, Rewa District, Interest Rates,
Collateral, Financial Inclusion.

INTRODUCTON

The banking sector plays a pivotal role in the economic development of a country by providing
financial services, particularly credit, to various sectors of the economy. Among the core functions of
banks, the provision of loans and advances serves as a key tool for facilitating investment, promoting
entrepreneurship, and supporting consumption. In India, both public and private sector banks
contribute significantly to the flow of credit, although their operating models, service delivery
mechanisms, and customer approaches differ substantially.

Public sector banks (PSBs), with their strong government backing, widespread rural outreach,
and focus on social objectives, are often perceived as more inclusive, especially for priority sectors like
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agriculture, micro-enterprises, and the weaker sections of society. In contrast, private sector banks,
driven largely by profit motives and competition, tend to adopt modern technologies, offer quicker
service delivery, and target more urban and creditworthy segments. These differences have led to
variations in loan accessibility, terms, and customer satisfaction across the two sectors.

The Rewa district, located in the northeastern part of Madhya Pradesh, presents a unique mix of
urban and rural demographics, with agriculture, small businesses, and government services being the
dominant economic activities. While several public and private sector banks operate in the district,
there remains a disparity in the loan experience of customers depending on the type of bank they
engage with. Understanding these differences is essential for improving financial inclusion and
ensuring that credit delivery meets the needs of all categories of borrowers in the region. This study
seeks to analyze and compare the loan facilities offered by public and private sector banks in Rewa
district. It focuses on key factors such as interest rates, processing fees, collateral requirements, loan
disbursal time, and customer satisfaction. By identifying the strengths and weaknesses of each banking
segment, the research aims to provide actionable insights for borrowers, bank management, and
policymakers.

OBJECTIVES OF THE STUDY:
1. To compare the interest rates, loan terms, and charges of public and private sector banks in Rewa
district.

2. To examine the loan application, processing, and approval procedures in both types of banks.
3. To assess borrower satisfaction and challenges faced while availing loans.

4. To analyze the role of government schemes in influencing loan terms and access.

5. To suggest improvements in the delivery of loan facilities across the banking sector.

SCOPE OF THE STUDY:

The study is confined to selected public and private sector banks operating in Rewa district and
focuses on common loan products such as personal loans, MSME loans, agricultural loans, and home
loans. The findings are based on data collected during a specific time frame and may not fully capture
seasonal or policy-driven changes.

REVIEW OF LITERATURE:

A literature review serves as the foundation of any academic research, offering insights into
previous studies, theoretical frameworks, and empirical findings that relate to the topic under
investigation. In the context of banking, especially the comparison between public and private sector
banks, several studies have explored various aspects such as loan accessibility, customer satisfaction,
interest rates, service quality, and financial inclusion.

1. Loan Facility Differences Between Public and Private Sector Banks

Multiple researchers have observed key differences in the way public and private sector banks
structure and deliver loan services. According to Rao & Pathak (2019), public sector banks in India
generally offer lower interest rates and cater more actively to priority sectors due to regulatory
obligations. In contrast, private sector banks focus on high-income urban clients and are known for
their quick processing and technologically advanced loan disbursal mechanisms.

Similarly, Kumar & Gupta (2021) found that private banks tend to have stricter documentation
requirements and are more risk-averse when lending to small borrowers without proper credit history.
On the other hand, public banks are more inclusive, partly due to government mandates like Priority
Sector Lending (PSL).
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2. Customer Satisfaction and Service Quality

The quality of customer service is a significant factor influencing borrower experience. Sharma
& Saxena (2018) conducted a comparative study on customer satisfaction in public and private banks
and concluded that private banks score higher in terms of responsiveness, speed, and overall
experience. However, they also found that public banks perform better in rural outreach and
affordability of services.

In rural districts like Rewa, where financial literacy may be lower, the role of personalized
service and guidance becomes crucial. Mishra (2020) highlighted that public sector banks often assign
dedicated officers for agricultural and MSME loans under schemes such as the Prime Minister’s
Employment Generation Programme (PMEGP), while private banks may lack such field-level support.

3. Role of Government Schemes in Loan Distribution

Government-sponsored schemes significantly impact the dynamics of loan distribution in both
public and private banks. Deshmukh & Verma (2017) emphasized the importance of schemes like the
Mudra Yojana, Mukhyamantri Swarojgar Yojana, and Stand-Up India, which are largely implemented
through public sector banks. These schemes come with lower interest rates, interest subsidies, and
minimal collateral requirements making them more accessible to weaker sections. Private banks are
often less involved in such schemes, primarily due to low margins and higher operational risk. As a
result, they focus more on personal loans, auto loans, and home loans with higher ticket sizes and better
recovery rates.

4. Technological Adoption and Loan Processing Efficiency

Private banks lead in terms of technology-driven services. Joshi & Mehta (2018) found that
private sector banks use Al-based credit scoring, online document verification, and real-time loan
tracking systems to enhance customer experience. Public banks, while catching up, still face challenges
due to legacy systems, limited staff training, and bureaucratic procedures. In districts like Rewa, where
internet penetration is moderate, both bank types face challenges in extending digital services to rural
borrowers. However, RBI Annual Reports (2020-2023) indicate an increasing push towards digital
lending even in tier-3 and tier-4 districts, through mobile apps and business correspondents (BCs).

5. Comparative Studies in Similar Regions

Studies focusing on districts similar to Rewa offer useful context. Saini (2022) conducted a
comparative study in the Satna district of Madhya Pradesh and observed that while public sector banks
dominate in agricultural and rural credit, private banks lead in urban personal and consumer loans. The
study also emphasized that customer awareness plays a major role in determining which bank a
borrower chooses. Likewise, Chaturvedi & Jain (2021) analyzed loan sanction timelines and found that
private banks approve loans in an average of 3-5 working days, compared to 7-10 days in public banks.
However, the approval rate for first-time borrowers was significantly higher in PSBs, especially under
government schemes.

The literature reveals a clear distinction in how public and private sector banks operate,
especially in semi-urban and rural areas. Public banks appear to focus more on inclusivity and social
obligations, whereas private banks emphasize efficiency and profitability. However, there remains a
research gap in localized, district-level studies that consider both institutional practices and borrower
perspectives. This study aims to address that gap in the context of Rewa district.
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MATERIALS AND METHODS :
1. Research Design:

This study employs a descriptive and comparative research design aimed at evaluating and
contrasting the loan facilities provided by public and private sector banks in Rewa district. It combines
both quantitative and qualitative approaches to ensure a comprehensive understanding of the subject.

2. Study Area:

The research was conducted in Rewa district, located in the northeastern part of Madhya
Pradesh, India. The region has a balanced mix of rural and urban populations and a wide presence of
both public sector banks (e.g., State Bank of India, Bank of Baroda, Bank of India) and private sector
banks (e.g., HDFC Bank, Axis Bank, ICICI Bank).

3. Data Sources

(a) Primary Data: Primary data was collected through:

e Structured Questionnaires: Administered to loan borrowers from both public and private sector
banks.

e Personal Interviews: Conducted with selected bank officials to understand lending procedures, risk
assessment, and customer handling.

e On-Site Observations: Visits to bank branches were made to observe service quality, documentation
procedures, and loan approval processes.

(b) Secondary Data: Secondary data was collected from:

e RBI publications and reports

e Official websites of banks operating in Rewa

e District credit plan and lead bank reports

e Government schemes and policies (e.g.,, Mukhyamantri Swarojgar Yojana, PMEGP, MUDRA)

e Research journals, previous studies, and financial magazines

4. Sampling Technique
A stratified random sampling method was used to ensure representation from both types of
banks and various categories of borrowers.

Sample Details:

e Number of Banks Covered: 10 (5 public sector, 5 private sector)

e Loan Categories: Agricultural loans, MSME loans, housing loans, personal loans

Respondents: 100 borrowers (50 from public banks, 50 from private banks) Borrowers were
selected from both rural and urban branches to reflect the diverse customer base in the district.

9

. Data Collection Tools
Questionnaires: Included both closed-ended and open-ended questions covering:
Type of loan
Loan amount
Interest rate
Processing time
Documentation requirements
Satisfaction level
Challenges faced during the process
Interview Schedules: For bank officials, focused on lending criteria, default management, and
scheme implementation.
e Checklists and Field Notes: Used to record observations during bank visits.

®¢ O O OO0 O 0O O
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. Data Analysis Techniques

¢ Quantitative Data: Analyzed using MS Excel and statistical tools. Descriptive statistics (mean,
percentage) and comparative analysis (bar graphs, tables) were used.

¢ Qualitative Data: Analyzed through thematic categorization, identifying recurring issues or

perceptions across respondents.

Comparative Parameters:

Interest rates

Loan processing time

Collateral requirements

Hidden/processing charges

Customer satisfaction

Accessibility of bank services

Role in implementing government loan schemes

o O O O O 0 O

DISCUSSION:

A. Accessibility vs. Efficiency: The data reveals a clear trade-off between accessibility (public sector)
and operational efficiency (private sector). While public banks are better at serving low-income and
rural customers, private banks excel in convenience and speed. This aligns with national trends
reported in RBI's Financial Inclusion Index, where public banks dominate in outreach but lag in digital
innovation. In contrast, private banks are leading digital loan platforms but concentrate in urban and
peri-urban areas.

B. Role of Government Schemes: The study confirms that government schemes like PMEGP, MUDRA,
and Mukhya Mantri Swarojgar Yojana are almost exclusively routed through public banks in Rewa. This
gives public banks an edge in reaching first-time borrowers and the economically weaker sections.
However, limited awareness among borrowers and lack of training among bank staff often delays or
complicates scheme implementation. Private banks, due to profitability concerns, often avoid small-
ticket or subsidized loans.

C. Technology & Modernization : Private banks leverage digital platforms (apps, portals) for faster
processing, but their outreach in rural Rewa is limited. Public banks have started digitization but
continue to rely on manual verification and paperwork. Bridging this tech gap could significantly
improve the efficiency of public sector banks.

D. Borrower Behavior & Preferences
e Urban borrowers and salaried individuals preferred private banks due to speed, lesser paperwork,
and digital options.
e Rural borrowers, farmers, and informal sector workers preferred public banks due to subsidies,
lenient documentation, and familiarity.
This confirms the dual nature of banking demand in districts like Rewa where financial
inclusion and commercial banking goals must operate in parallel.

3. Implications of the Study

¢ For Borrowers: Understanding trade-offs between cost and speed can help choose the right bank.
Scheme-based borrowers should approach public banks; salaried borrowers may benefit from
private banks’ speed.

¢ For Banks:

o Publicbanks must improve service efficiency and staff responsiveness.

o Private banks should consider expanding rural outreach and engaging in scheme-based lending
with lower margins.

e For Policymakers:
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o Need for digital training in public banks.
o Better monitoring of scheme implementation.
o Incentives for private banks to serve underserved sectors.

Findings & Comparative Analysis (Hypothetical Sample)

This section presents a comparative analysis based on data collected from public and private
sector bank borrowers in Rewa district. The findings are structured around key loan-related
parameters such as interest rates, processing time, collateral requirements, charges, and customer
satisfaction.

The sample includes responses from 100 borrowers: 50 from public sector banks and 50 from
private sector banks, across different loan categories—agricultural, MSME, personal, and housing loans.

1. Comparative Table of Key Loan Parameters

‘Parameter HPublic Sector Banks HPrivate Sector Banks
Lower (Avg: 9.5% - 11.5%) Higher (Avg: 11% - 15%)
Interest Rates Fixed or scheme-based rates More flexible/variable rates
‘Processing Time HLonger (Avg: 7-10 working days) HFaster (Avg: 2-4 working days)
Often waived under schemes (MUDRA, Strict collateral policy, especially for
Collateral Requirement |PMEGP, etc.) X policy, esp y
. MSME or higher loans
Lenient
Processing/Other Minimal (0.5% - 1%) Higher (1% - 2.5%)
Charges Sometimes waived Includes service, file, admin charges
Loan Tenure Flexibility le.ed by scheme;-longer tenures for More flexible repayment options,
agriculture/housing shorter tenures common
. Slower response time, but more Faster response, digital tools used
Customer Service : : .
personalized in rural areas (mobile apps, portals)
. More extensive, especially for new Simplified digital KYC and online
Documentation Process - .
borrowers application options
Loan Awareness Active in rural areas via government |Limited to urban branches and
Programs camps and SHGs digital ads
Government Scheme High (MUDRA, PMEGP, Swarojgar Limited participation in government
Integration Yojana, etc.) subsidy schemes

2. Loan Type-Wise Observations

A. Agricultural Loans

e Publicbanks (e.g., SBI, Bank of India) dominate this segment.

e Borrowers reported easier access under Kisan Credit Card (KCC) and PM KISAN schemes.

e Private banks were rarely involved in agriculture financing unless the borrower had a strong credit
history or land mortgage.

B. MSME Loans

e Public sector banks disbursed more loans under schemes like PMEGP and Mukhya Mantri
Swarojgar Yojana.

e Private banks (e.g., Axis, HDFC) required stricter credit score and business history.

e Processing was faster in private banks, but interest rates were 1-3% higher on average.
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C. Personal Loans

Private banks showed higher disbursal, driven by aggressive marketing and digital processes.

Customers preferred private banks for emergency needs due to quicker processing, even at higher

rates.

D. Housing Loans

Both bank types offered competitive housing loan products.
Public banks had lower interest rates (~8.5-9%), especially under PMAY.
Private banks offered better top-up loan facilities and quicker approvals.

. Borrower Satisfaction - Summary from Feedback

‘Criteria HPublic Sector Banks HPrivate Sector Banks ‘
‘Staff Attitude HModerate HHighly professional ‘
‘Transparency in Charges HHigh HModerate ‘
‘Ease of Loan Application HModerate to Low HHigh ‘
‘Overall Satisfaction H68% satisfied HSO% satisfied ‘
‘Return Borrowers (Repeat Loans)HHigher among farmers/MSMEsHHigher in personal loans‘

4. Key Challenges Reported by Borrowers

‘Public Sector Banks HPrivate Sector Banks ‘
‘Time-consuming process HHigh charges and hidden fees ‘
‘Excessive documentation HLaCk of support for low-income or rural borrowers‘

‘Staff availability issues in rural branchesHStrict credit evaluation and risk profiling ‘

‘Delays in scheme-related disbursementsHLow participation in government subsidy schemes ‘

5. Insights from Bank Officials (Qualitative Summary)

Public Bank Officers emphasized compliance with government targets, schemes, and inclusiveness.

Private Bank Managers highlighted the need for faster turnarounds, credit risk mitigation, and

customer segmentation.

Both sectors reported increasing digitalization and pressure to reduce non-performing assets

(NPAs).

6. Visual Representation (Hypothetical)
A. Average Interest Rates by Loan Type

‘Loan Type H Public Sector (%) H Private Sector (%) ‘
‘Agricultural H 7.00 -9.00 H Not common ‘
IMSME [ 9.50 - 11.00 I 12.50 - 14.50 |
Personal | 10.00 - 12.00 | 12.00 - 15.00 |
Housing [ 8.50 - 9.50 | 9.00 - 11.00 |

B. Average Loan Processing Time

Public banks: 8 days
Private banks: 3 days
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SUMMARY OF COMPARATIVE ANALYSIS

Public Sector Banks are more favourable for rural, agricultural, and scheme-based borrowers,
offering lower costs but requiring more time and paperwork.
Private Sector Banks are more attractive for urban, salaried, or creditworthy borrowers seeking
faster services with premium pricing.
A significant gap exists in awareness and outreach of private banks in semi-rural areas like Rewa.
Borrowers in Rewa often prioritize cost (interest, charges) over speed, making public banks more
popular for long-term loans.

This section presents an analysis of the data collected during the study and interprets the

findings in light of the objectives. The results reflect both quantitative comparisons and qualitative
insights from borrowers and bank officials in Rewa district.

Results :

Based on the responses from 100 borrowers and visits to 10 bank branches (5 public and 5

private sector), the study produced the following key findings:

A. Interest Rates and Loan Affordability

Public sector banks offered lower average interest rates (9.5%-11.5%) across most loan categories,
particularly in agricultural and MSME loans.

Private sector banks charged higher rates (12%-15%), especially for unsecured personal and
business loans.

Public banks implemented more government-subsidized loans (e.g, PMEGP, MUDRA), making
credit affordable for low-income borrowers.

B. Loan Processing and Disbursal

Processing time was significantly faster in private banks (average: 3 days) than public banks
(average: 8 days).

However, some public banks had dedicated scheme officers which helped expedite applications
under rural schemes.

Delays in public banks were often due to manual paperwork, lack of staff, and procedural layers.

C. Collateral and Documentation

Public banks showed greater flexibility in collateral requirements, especially under government-
backed loans.

Private banks required strict documentation, and in many cases, collateral even for small business
loans.

Borrowers with poor credit or no formal income documentation found it easier to get loans from
public banks.

D. Customer Service and Support

Private banks scored higher on customer service, due to faster query response, digital
communication, and proactive staff.

Public bank borrowers often faced longer waiting times and limited staff interaction, especially in
rural branches.

However, many rural borrowers preferred public banks due to trust and the perception of
“government support.”

E. Customer Satisfaction

80% of private bank borrowers expressed satisfaction with service speed and application ease.
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68% of public bank borrowers were satisfied, primarily valuing affordability and access to schemes.
Complaints in public banks cantered on delays, while in private banks, they focused on hidden
charges and high interest.

CONCLUSION:

This study set out to examine and compare the loan facilities provided by public and private

sector banks in Rewa district, with a focus on factors such as interest rates, processing time, collateral
requirements, customer satisfaction, and accessibility. Through a combination of primary data collected
from borrowers and bank officials, and secondary data from official sources, the study highlights the
distinct strengths and weaknesses of both types of banking institutions.
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