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EXECUTIVE SUMMARY

Navigator of Responsible Lending 2017,
is a first-of-its-kind report in India. Responsible
lending is about transparent processes, best
practices and clear, well-defined norms and rules.
The lender and the borrower have a responsibility
towards each other from the point a customer
first interacts with a lending institution, online or
in person. This responsibility percolates through
the processes: documentation in applying for
loan, sanction of loan, its disbursal and finally
the repayment schedule and paying off the
loan. It is essential to keep in mind that trust
is the very edifice of the relationship between
the lender (an institution) and the borrower

(a person). In this report we analyse this process
through some standard metrics of responsible
lending for a better picture of the state-of-play of
responsible lending in India.
This study seeks to set the standards of
responsible lending in India, identifying the
key parameters and creating an industrywide institutional matrix that will serve as the
defining contours for responsible lending.
It will also serve as platform that reflects the
state of consumer finance with respect to responsible
lending practices in the country and improve the
overall quality of services towards customers.
Research Period: July 2017 to December 2017
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There is no one global standard definition of
responsible lending. According to the New
Zealand government, “Responsible lending
is lending that is affordable, sustainable
and suitable.” Australian authorities define
responsible lending as an obligation “to ensure
that the credit contract or lease is not unsuitable
for the consumer”. In the US, the Dodd-Frank
Wall Street Reform and Consumer Protection
Act, 2010 defines responsible lending as “fair,
equitable, and nondiscriminatory access to credit
for consumers”.
In India, there is no standard official definition
of responsible lending as defined either by
the regulator (RBI) or the government, either
through legislation or through any government
policy notification. For the purposes of this
study, therefore, we selected the following five
parameters through which the current state of
play and responsible lending standards will be
measured and set for lenders in India.
i.
ii.
iii.
iv.
v.

Loan Application Process
Lenders Public Information
Fees and Charges
Loan Servicing
Financial Inclusion

included. At the same time, their responsibility
as a lender should maintain the same and all the
necessary checks must be done.
ii. Lenders Public Information
It is the lender’s duty to place all information,
facts, terms and conditions in front of the
customer to help the borrower better understand
the process. Information should be made
accessible to the extent possible.
iii. Fees and Charges
The fees and charges must be explicitily disclosed.
Every charge should be explained to the customer
before signing of loan contract. Lenders should,
in a well-defined and transparent manner,
lay down the fees, charges and penalty
provisions. This builds a trust in the relationship
and helps in hassle-free loan processing and its
execution.
iv. Loan Servicing
Customers want their queries to be addressed on
a real time basis. Most lenders, now-a-days have
dedicated call centres for this purpose. Rapid
technological changes have catapulted customer
value proposition at the heart of modern banking
operations.

These parameters are based on the global
definitions of responsible lending that various
countries have put in practice to support
responsible lending. It covers a range of possible
interventions, including the provision of
information, developing consumers’ ability to
use that information, formal requirements for
responsible behaviour of the lenders, consumers
and regulatory requirements.

v. Financial Inclusion
The role of small loans in reducing inequality
cannot be overemphasized. Access to a loan from
the regulated financial services industry can act
as a passport to better living and prosperity.
Such small ticket loans can help raise purchasing
power and play a crucial role in helping people
set up new businesses or expand their existing
operations.

i. Loan Application Process
It is crucial for the lenders to have easy and simple
application process. It increases the chances
of borrowers to apply and being financially

Lenders have a responsibility towards spreading
financial inclusion. How does a bank or a
financial institution determine a customer’s
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credit-worthiness who is a first time borrower?
Since most of these are first-time borrowers,
asking for an income-tax statement and bank
account records cannot be a standard practice.
It mostly depends on a person’s ability to repay
and his or her current income flow, which can
be determined by a host of alternative variables
rather than tax statements and bank account
records.
Many NBFCs base a credit-worthiness decision
on a behavioral model complemented with
an income component. In this relation the
affordability from the customers’ perspective
is the key, not only the credit-worthiness that
matters for risk management.
That said, it has to be clearly understood that
Responsible Lending is possible in letter and
spirit only when there is Responsible Borrowing.
This study focuses on lenders only, and measures
their responsibility towards borrowers. This
study defines Responsible Lending as how fairly
and transparently are the lenders dealing with
their consumers (small debtors). Further, this
study is limited to two loan products, namely,
Personal Loans and Consumer Durable Loans.
The project involved data collection through
questionnaires; applying quantitative research
tools and to convert the data collected in ranks.
As a part of the analysis, weights were allotted to
the answers based on the criteria of responsible
lending practices. Based on the scores lending
companies were placed under four categories:
Excellent, Good, Standard and Regular.
For the purposes of this study, each of the
respondent companies’ websites and their
content were also seen through the principles
of responsible lending. The content was
primarily analysed to assess a lender’s proactive

characteristic in giving out information. For
instance, does the website contain information
on the minimum amount of loan (both personal
and consumer durables) that a lender gives out?
Can a customer find out about the number of
documents required to apply for a loan from
the lender’s website? Does the lender provide
online loan application? The website content
analysis for the purposes of this study sought
to answer these questions for each of the
respondent companies. The content analysis
also helped in corroborating facts of the primary
survey and, also, see how responsible lending
practices are reflected through the lenders’ online
gateways.
This project has been envisaged and executed with
Indian Institute of Management (IIM) Lucknow.
Prof. Devashish Das Gupta designed and led this
project. Financial Planning Standards Board
India (FPSB India) was the validating partner for
the project. The study’s key findings and a brief
outline about the research methodology is given
in the following sections.
FOR PERSONAL LOANS
The key findings and scores, based on the lenders
responses, were as follows:
In the `Loan Application’ parameter Punjab
National Bank, Fullerton Credit India Limited,
Axis Bank, Standard Chartered Bank and Home
Credit were found as doing `Excellent’. The
others—HDBFS, ICICI Bank, Bajaj Finserv and
Tata Capital—were found to be doing `Good’,
implying there is scope for improvement.
In `Public Information’ only Standard
Chartered Bank needs to improve a bit. All other
respondents were found to be `Excellent’. In
the next two parameters: "Fee and Charges’ and
`Loan Servicing’, all firms except HDBFS were
Excellent, while HDBFS was `Good’.
Research Period: July 2017 to December 2017
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grade. This means that all other players need to
expand their services wider and deeper to bring
within their ambit the under-banked population.
FOR CONSUMER DURABLE LOANS
In the case of consumer durable loans, the
findings differ slightly over personal loans. That
said, we need to keep in mind that the number of
respondents in consumer durable loans were far
fewer than in personal loans.
The findings (for consumer durable loans) were
as follows: In `Loan Application’, HDBFS,
Home Credit and Bajaj Finserv were found to
be `Excellent’. ICICI bank was the only player
in the `Good’ category. In `Lender’s Public
Information’ Home Credit was found to be in
the `Good’ category, implying there is scope for
Page 8
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In `Fee and Charges’ as well as `Loan servicing’,
all respondents except HDBFS were found to
be `Excellent’. In `Financial Inclusion’ only
ICICI Bank was found to be `Excellent,’ while
others were `Good’. This implies most lenders
need to reorient their client portfolio to
make it more inclusive for the economically
weaker sections.
WEBSITE CONTENT ANALYSIS
Since this was primarily a qualitative analysis,
no weights were attached to the website content
analysis.
The key findings were as follows:
In personal loans, the minimum eligible amount
was available only in the PNB, Axis Bank and
ICICI Bank websites. The others’ websites did
not contain this information. Except PNB, the
websites of all the other respondent companies
contained information on the number of
documents required to apply for a loan. All the
lenders contained an online loan application form.
All lenders’, except PNB’s, websites contained an
accurate EMI calculator. On other hand, none of
the lenders’ websites contained information on
the complete fee structure for a personal loan.
The websites of all the lenders have information
on multiple payment channels. The PNB, ICICI
Bank and HDFC Bank websites do not contain
information on whether there are dedicated
call centres to address queries on personal
loans, while the websites of all the other lenders carry
details about call centres. All the websites contain
information about how customers can reach out to
their lenders through social media channels.
In consumer durable loans only HDBFS and
Tata Capital gave out information about the
minimum loan amount in their websites, while
the others did not. The ICICI Bank and Home

Credit websites did not contain information
about the number of documents required to
apply for a consumer durable loan. The websites
of all lenders, except ICICI Bank and Aeon
Credit, contained an online application form
for a consumer durable loan. According to the
survey’s findings, the complete fee structure for
a consumer durable loan is not explicitly in the
websites of any of the lenders.
The websites of none of the lenders surveyed
contained an accurate EMI calculator for a
consumer durable loan. The websites of Bajaj
Finserv, ICICI Bank, Capital First and Tata Capital
do not contain about multiple payment channels
of consumer durable loans. All the websites did
contain information about a call centre to address
customer queries of consumer durable loans.
SCOPE FOR FURTHER RESEARCH
This is a first-of-its-kind study in India. In many
ways, the study, lays the foundations for future
editions, serving as the one-stop destination
for a variety of aspects related to responsible
lending practices in India. Initially, Navigator
Studies were conducted in Europe and then it
has ventured into Asia. Within Asia China was
the first country where the Navigator Study on
Responsible Lending was conducted.
The first edition of Navigator Study for India
focuses on two sectors namely Personal Loan
and Consumer Durable loan. Within both the
type of loan focus has been on small ticket loans
up to an amount of Rs 15,000. The reason for
focusing only on these two types of loans is
primarily to find out the practice of responsible
lending among top lenders and first time borrowers.
This class of borrowers needs a “navigator” more
than any other. Future editions of this study can
be carried out on an expanded sample base. An
expanded sample size would probably yield deeper
insights into responsible lending practices.
Research Period: July 2017 to December 2017
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INTRODUCTION

Navigator

is the guide. The Navigator
of Responsible Lending is a research project in
consumer finance launched for the first time
in India in 2017. Responsible lending and
borrowing requires fair play on both sides. The
Navigator project is aimed to identify the market
standards in terms of responsible lending,
and help the development of the fair clientoriented practices in consumer lending. Initially,
Navigator Studies were conducted in Europe
and then it has ventured into Asia. Within Asia,
China was the first country where the Navigator
Study on Responsible Lending was conducted.
1

Navigator of Responsible Lending 2017, is a
first-of-its-kind report in India. As Experian
has pointed out (1) “lenders have a responsibility
to make sure borrowers understand the details
of a loan and carry out thorough checks on
any borrowers, so they can be confident that
what customers will receive will be suitable for
their circumstances.” This study seeks to set
the standards of responsible lending in India,
identifying the key parameters and creating an
industry-wide institutional matrix that will serve
as the defining contours for responsible lending.
It will also serve as a platform that reflects the state

(http://www.experian.co.uk/blogs/latest-thinking/what-is-responsible-lending/)
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of consumer finance with respect to responsible
lending practices in the country and improve the
overall quality of services towards customers. The
initiative of Navigator will also aim to educate
not only customers but also industry players,
media and regulators. This report could serve as
a guide for responsible lending, delineating the
standards and the industry best practices that are
being implemented by top lenders.
This project has been envisaged and executed
with Indian Institute of Management (IIM)
Lucknow. Prof. Devashish Das Gupta designed
and led this project. Financial Planning Standards
Board India (FPSB India) was the validating
partner for the project.
Since it is the first study in India, this edition has
aimed to define Responsible Lending from the
Indian perspective. It deals with various macro
and micro issues of lending with primary focus on
consumer credit market in India. The first edition
of study focuses on two sectors, namely Personal
Loan and Consumer Durable loan. Within both
the types of loan focus has been on small ticket size
loans up to an amount of Rs 15,000.
Navigator 2017 study defines Responsible
Lending and also its constituents. These
constituents are then used as parameters for an
evaluation of both banking and non-banking
consumer loan offerings in India.
Navigator 2017 study methodology is exploratory
in nature. It aims to introduce the concept of
responsible lending in India for the first time. It
aims to present parameters to the borrower for
consideration while taking a personal loan or a
consumer durable loan.
Navigator India study on Responsible Lending is
a broad spectrum study in the area of consumer
finance which has a multi-pronged approach.

Objectives of the study are:
1. To create a platform that describes the state of
consumer finance with respect to responsible
lending practices towards customers
2. Defining framework for customer to evaluate
lenders based on responsible practices
3. 
Stress the necessity of financial literacy
and financial inclusion to formal regulated
financial services for all customer segments
4. Educate and serve as a guide not only for
customers but also for lenders, media and
regulators
5. 
Serve as guide for responsible lending,
delineating the standards and the industry best
practices that are already in place
With this report, creating classifications within
various lending procedures from a responsible
lending perspective, we study and list the
innovations and best practices that various
classes of industry leaders are implementing in
India currently.
Moreover, with GST and demonetisation along
with compulsion of Aadhaar card and new thrust
to digital transactions, the borrowing from
NBFCs, as well as banks should be fairly visible in
2018. These issues have also been touched upon
in this report.
DEFINITION OF RESPONSIBLE
LENDING
Financial institutions around the world define
“responsible lending” keeping in mind their local
environment and socio-economic conditions.
There are, therefore, various definitions of
“responsible lending”. Our goal is to define
responsible lending for India.
From a lender’s point of view, responsible
lending is to act in a customer’s best interest,
ensuring affordability, transparency of terms
and conditions and supporting a borrower if
Research Period: July 2017 to December 2017
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they experience repayment difficulties. Lending,
and borrowing, is a two-way activity. The lender
and the borrower have to meet mid-way. While
lenders have a responsibility to make sure
borrowers understand the details of a loan and
carry out thorough checks on any borrowers,
the customers also have certain responsibilities
in servicing the loan. When a customer agrees to
borrow money from a lender, he or she enters into
a legal contract. It’s the customer’s responsibility
to ensure that he or she fully understands the
contract before signing it. The sign off by the
customer tells the lender that the customer
agrees to meet the obligations by repaying the
loan according to the contract.

it in July 2015. Banks and NBFCs are required
to adhere to all elements of the FPC. It is also
important that greater resources are devoted to
professional inputs assessing credit-worthiness.
According to the RBI’s FPC, lenders are
expected to be prudent and responsible in
their lending activity besides educating their
borrowers on the dangers of wasteful conspicuous
consumption.
Responsible Lending is the heart of this study. It
has been the key terminology for the Navigator
Study.

The FCA’s guidance on a customer’s ability to
pay and responsible lending, states a firm must be
able to show that the customer’s ability to repay
was taken into account. In addition, lenders
must take into account the customer’s actual
or reasonably anticipated income, in reaching a
decision on whether to enter into a loan contract.

Responsible lending is about transparent
processes, best practices and clear, well-defined
norms and rules. From the point where a
customer first meets a lending institution, to
the process of loan application, sanction and
disbursal of the amount agreed upon, and to the
final paying off the loan within the contracted
terms, the lender and the borrower have a
responsibility towards each other. It is essential
to keep in mind that trust is the very edifice of
the relationship between the lender (an
institution) and the borrower (a person). In
this report we analyse this process through some
standard metrics of responsible lending for a
better picture of the state-of-play responsible
lending in India.

In India, taking into consideration the specific
business nature of banks and non-banking
finance companies (NBFCs), they are subject to
specific guidelines of the Reserve Bank of India
(RBI) on Fair Practice Code (FPC).

There is no one global standard definition of
responsible lending. According to the New
Zealand government, “Responsible lending
is lending that is affordable, sustainable and
suitable.”(2)

The FPC for banks was first issued in India in
2003, which has been progressively revised over
the years. RBI issued FPC guidelines for the
NBFCs first in the year 2012 and later revised

According to the Chapter 3 of the National
Credit Act of Australia, a responsible lending
obligation “is to ensure that the credit contract
or lease is not unsuitable for the consumer”. (3)

Assessment of customer’s affordability of credit
is at the core of responsible lending. In the
United Kingdom (UK) for instance, managing
affordability is a significant challenge for the
UK credit industry and is a top priority for the
Financial Conduct Authority (FCA).

2

(http://www.consumeraffairs.govt.nz/pdf-library/legislation-policy-pdfs/Responsible-Lending-Financial-Summit.pdf).
(http://www.cpaaustralia.com.au/professional-resources/financial-planning/policy-and-research/the-nationalcredit-reform-package-and-your-options/responsible-lending-conduct-obligations)

3
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A contract will be unsuitable to include where:
a) the consumer will be unable to meet the
repayments or can only comply with substantial
hardship; or b) the contract does not meet
the consumer's requirements of objectives.
According to Eurofinas, responsible lending
means “credit products are appropriate for
consumers’ needs and are tailored to their
ability to repay covering all steps of the lending
transaction lifecycle, from the advertising of
byproducts to the roles and responsibilities of
credit intermediaries”(4)
Some organizations have defined “responsible
borrowing” instead of responsible lending.
According to European Commission, responsible
borrowing means “individuals, when seeking
to buy a credit product, will make efforts
to inform themselves of the products on
offer, be honest when providing information
on their financial situation to the lender or
credit intermediary, and take their personal
and financial circumstances into account when
making their decision”(5)
This would not only help the borrower to
select the product that is most suitable for
their needs but also lower default and foreclosure
rates. According to Jacob Zeigel‘s research paper,
“the meaning ascribed to responsible lending is
that the lender must not knowingly or recklessly
extend more credit to a consumer than the
consumer can reasonably carry and can be
expected to be able to pay off having regard
to the debtor’s existing and future financial
circumstances.” (6)
As per Section 1002 (13), Title X-Bureau of
Consumer Financial Protection, the DoddFrank Wall Street Reform and Consumer

Protection Act, 2010, responsible for fair
lending has been defined as “fair, equitable,
and non-discriminatory access to credit for
consumers”(7)
In India, there is no standard official definition
of responsible lending as defined either by
the regulator (RBI) or the government, either
through legislation or through any government
policy notification. For the purposes of this
study, therefore, we selected the following five
parameters through which the current state of
play and responsible lending standards will be
measured and set for lenders in India.
i.
Loan Application Process
ii.
Lenders Public Information
iii.
Fees and Charges
iv.
Loan Servicing
v.
Financial Inclusion
These parameters are based on the global
definitions of responsible lending that various
countries have put in practice to support
responsible lending. It covers a range of possible
interventions, including the provision of
information, developing consumers’ ability to
use that information, formal requirements for
responsible behaviour of the lenders, consumers
and regulatory requirements.
These parameters are based on the World
Bank’s distinct financial sector policy objectives:
financial inclusion, stability of the financial
sector, integrity of the financial services providers
and financial consumer protection. The five
parameters mentioned above have been used to
set standards and understand the state of play
among India’s lenders to ensure that: consumer
credit is widely accessible, is offered sustainably
and under well-functioning risk policies, is

(http://www.eurofinas.org/index.php?page=rl)
(http://ec.europa.eu/internal_market/consultations/docs/2009/responsible_lending/consultation_en.pdf)
6
(http://www.cairp.ca/_files/file.php?fileid=filepixkYTXJDq&filename=file_CIF_Houlden_Paper___JSZ_Final_E.pdf)
7
(http://www.sec.gov/about/laws/wallstreetreform-cpa.pdf).
4

5

Research Period: July 2017 to December 2017

Page 13

A Navigator Study on Responsible Lending for India

offered by properly licensed and supervised
institutions, consumers are offered adequate
information, consumers are equipped to use the
information to make an informed decision and
are protected from unfair and aggressive business
practices.(8)
i. Loan Application Process
With the tremendous growth of Indian economy,
spread of financial awareness, deepening of
financial inclusion, the demand for “aspirational”
goods such as motorcycles and television sets
have seen a sharp rise in rural and semi-urban
areas over the last few years. Forty-eight percent
of all motorcycles are sold in rural India. As a
natural corollary, the demand for convenient and
simple consumer finance services is increasing.
These characteristics are becoming market
standard. Thus, it is crucial for the lenders to
have easy and simple application process. It
increases the chances of borrowers to apply
and being financially included. At the same
time, their responsibility as a lender should
maintain the same and all the necessary checks
must be done.
ii. Lenders Public Information
An informed decision is at the heart of
responsible lending from the customer’s point
of view. There is no gainsaying the fact that it is
the lender’s duty to place all information, facts,
terms and conditions in front of the customer
to help the borrower better understand the
process. Information should be made openly
accessible to the extent possible. Importantly,
the information should be devoid of jargon
and should be comprehensible, presented in an
easy to understand language. This is important
because the customer needs to know all
details before deciding on a loan that he or she will
sign upon.

iii. Fees and Charges
In spirit of the fairness, the fees and charges must
be openly disclosed. The tricky bit is about the
so-called “hidden charges”. There should be no
other fee or charge that was not listed on the
loan summary/contract. Every charge should be
clear to the customer before signing off the loan
contract for responsible lending.
Another key aspect in any loan, from the
customers’ point of view, is the penalties and
fees in cases of late payment and other instances.
Lenders should, in a well-defined and transparent
manner, lay down the penalties and fees. This
makes the relationship cleaner and helps in
cleaner, hassle-free loan execution. Placing all
information about interest rates, fee, charges,
penalties and all other terms and conditions
upfront at the time of sanctioning and disbursing
the loan is a key hallmark of responsible lending.
iv. Loan Servicing
Customer service is another critical responsible
lending component. Some lenders allow
multiple repayment channels such as ECS, postdated cheques, payment wallets, etc. Multiple
repayment channels ease the repayment method
for the borrower.
Customers want their queries to be addressed
on a real time basis. This is a perfectly legitimate
requirement. Most lenders, now-a-days have
dedicated call centres for this purpose.
A recent paper in the Indian Journal of Science
and Technology entitled “Banking Technology
Innovations in India: Enhancing Customer
Value and Satisfaction” by Y. V. Rao and
Srinivasa Rao Budde of the Department of
Management Studies, Vignan’s University
shows that two thirds of the customers demand

(http://siteresources.worldbank.org/EXTGLOBALFINREPORTResour ces/8816096-1361888425203/9062080-13649279
57721/9115725-1384205223659/Responsible_Lending_Paper.pdf)

8
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a consistent service offering through multiple
banking channels.
The survey quoted in the paper shows that 67
percent of customers prefer to interact with
their bank through multiple channels. Almost
one-third of the customers (34 percent) rate
the availability of banking services through
the branch, Internet, and mobile channels as
“very important”. Only 21 percent of the
customers still prefer to interact with [their bank
through a single channel such as branch, Internet,
or mobile banking] The message coming out
from the survey is clear: it is absolutely essential
for banks, non-banking finance companies
(NBFCs) and other financial institutions to
integrate Internet, branch network, and mobile
banking channels in order to attract and retain
customers.
Rapid technological changes have catapulted
customer value proposition at the heart of
modern banking operations. A customer value
proposition, by conventional definition, is a
description of the experiences a target user will
realize upon purchase and use of a product.
v. Financial Inclusion
How does a bank or a financial institution
determine a customer’s credit-worthiness who
is a first time borrower? While utmost due
diligence is carried out, the lending agencies are
increasingly using non-conventional methods
for establishing a prospective borrower’s creditworthiness. This is particularly true for NBFCs
that are offering small ticket loans to first-time
customers, who do not have a credit score.
Since most of these are first-time borrowers,
asking for an income-tax statement and bank
account records cannot be a standard practice.
It mostly depends on a person’s ability to repay
and his or her current income flow, which can

be determined by a host of alternative variables
rather than tax statements and bank account
records.
A decision on the ‘proof of income’ disqualifies
from lending those who are either self-employed
or whose income depends heavily on seasonality.
The role of small loans in reducing inequality
cannot be overemphasized. Access to a loan from
the regulated financial services industry can act
as a passport to better living and prosperity.
Such small ticket loans can help raise purchasing
power and play a crucial role in helping people
set up new businesses or expand their existing
operations.
For millions, a loan from a finance company is
akin to an entry-ticket into a whole new world
of opportunities. Besides freeing themselves from
the cruel clutches of loan sharks, it also gives
them a “credit score”, a necessary precondition
for bank advances.
The focus on digitisation of the financial system
as well as India’s growing mobile phone usage
universe offers a unique opportunity to tap into
phone and other utility payments data base
for giving out loans and determining creditworthiness.
For instance, every time these individuals make
a phone call, send a text, browse the Internet,
engage social media networks on their phones,
or top-up their prepaid cards, they deepen the
digital footprints they leave behind. Lending
decisions, by nature, are based on probabilities
derived from patterns and previous experience.
Data from mobile phone records, prepaid topups, mobile bill payments and mobile browsing
or app download history can be used to assess
consumer risk and determine the creditworthiness of underserved customers.
Research Period: July 2017 to December 2017
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Many NBFCs base a credit-worthiness decision
on a behavioural model complemented with
an income component. In this relation the
affordability from the customers’ perspective is
the key, more than the credit-worthiness which
matters for risk management.
While discussing Responsible
Lending we take two aspects here.
i. 
First is the Responsible Lending. So, the
creditor must act in a responsible manner
while lending to the customer.
ii. Second is Responsible Borrowing. Here, the
focus is on the borrower. This directly relates to
the loan beneficiary. While taking a loan the
borrower must act in a responsible manner.
This implies “fairness in action” from both the
concerned parties. It has to be clearly understood
that Responsible Lending is possible in letter and
spirit only when there is Responsible Borrowing.
Certain practices that lead to
responsible borrowing are:
i. Reach out to as many credit quality companies
as possible for comparison of financial
criterion (Final repayment amount) as well
as non-financial terms like contract terms
especially pre-closure penalty.
ii. 
Always read and fully research the terms
and conditions, and any other information,
available on the lender’s website. If possible,
take the contract material home and read before
signing. You may also consult with others.

Page 16
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iii. 
For any repayment related problems it is
better to consult the lender first than taking
another loan to repay it. This will save you
from vicious circle of credit.
iv. Reputed lending organisations have suitable
tools to help clients in crisis situations.
In the same context another aspect that comes
under the umbrella of Responsible Lending
is avoidance of over indebtedness. Here, it
is important to note that all lenders do have
their checks and balances to avoid such cases.
However, responsible borrowing also implies that
the borrowers should plan the debt as per their
affordability or long term financial planning.
In this study we will focus on the lenders only.
The present study would like to measure the
lenders’ responsibility towards borrowers.
For the present study we would like to define
Responsible Lending as how fairly and
transparently are the lenders dealing with their
consumers (small debtors). This study will be
limiting to two loan products namely Personal
Loans and Consumer Durable Loans.
As earlier mentioned, for the present study
Responsible Lending has been tested on five
aspects:
i.
Loan Application Process
ii.
Lenders Public Information
iii.
Fees and Charges
iv.
Loan Servicing
v.
Financial Inclusion
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India has emerged as a global growth engine.
Although its “real” or inflation-adjusted GDP
growth moderated to 5.7 percent in April-June,
most analysts and think-tanks believe India
will remain among the fastest growing major
economies in the world, alongside China.
According to the Harvard University's Center
for International Development (CID) growth
projections, India will feature on top of the list of
the fastest growing economies till 2025 with an
average annual growth of 7.7 percent.
Household spending on aspirational and
essential products have been the edifice of the
India growth story enabling it to cement its place
among the world’s most vibrant economies.
THE POTENTIAL OF RETAIL
According to a joint report by FICCI and
Deloitte, Indian Retail sector is growing at
10 percent and is expected to double to Rs 85
trillion (lakh crore) by 2021 steered by consumer
data and technology facilitations.
Currently, India is the fifth largest preferred
retail destination globally. The country is among
the highest in the world in terms of per capita
retail store availability. This sets the stage for
promising and exciting retail market in India.
A majority of India (about 70 percent) still lives
in villages, semi-urban areas and small towns. This
statement no doubt holds true but the figures
suggest that there has been a paradigm shift of
the Indian populace in terms of rural–urban
divide. The aspirations of higher income, higher
standard of living etc. has drawn more and more
people from villages to settle in towns and cities.
This transition from rural to urban areas has led
to an increase in the demand for goods (owing to
higher income and ever-expanding needs). Rural
Page 18
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India accounted for about one-third of the total
consumption pie in 2008, while the rest was held
by urban areas. However, as of 2016, the share
contributed by semi-urban and rural segments
has increased to about 40 percent.
Mobile phones are now used by more than
three out of four Indians, thus democratizing
communications by dismantling class barriers.
Social media—epitomised mainly by social
network Facebook, micro-blogging site Twitter,
online video site Youtube and professional
networking site LinkedIn --- is proving to be the
logical next step for staying connected in India.
In India there were 300 million (24 percent of
the population) smart-phone users in 2017, next
only to China and exceeding most developed
contries including the USA. A study by US-based
networking solution giant CISCO, reveals that
in India, the number of smart-phones is expected
to grow strongly to over 650 million by 2019.
Demand growth for consumer durables has been
accelerating with rising disposable incomes and
easy access to institutional finance. An estimated
13 million (two percent of the population) firsttime eligible borrowers are added every year—a
statistic which exemplifies the rapid rise of the
consumer finance and the organised retail industry.
The consumption spree of the Indian middleclass, which will swell to 583 million in the next
15 years, could reshape global markets. McKinsey
Global Institute in a report has suggested that if
India grows at the current rate, it would be the
5th largest consumer market by 2025. India’s
growth over the next decade will be led primarily
by eight high performing states – Gujarat,
Haryana, Andhra Pradesh, Telangana, Tamil
Nadu, Himachal Pradesh and Uttarakhand –
which will account for 52 percent of incremental
GDP between 2012-2025, according to a recent
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report titled “India’s Economic Geography in
2025: states, clusters and cities” by McKinsey &
Co. Along with these eight states, four “very high
performing” cities/states – Delhi, Chandigarh,
Goa and Puducherry – will house 57 percent of
India’s consuming class households in 2025. At
a more granular level, the report says 69 cities
and 79 districts housing them will account for
54 percent of incremental GDP, similar to the
eight high performing states.
India’s robust economic growth and rising
household incomes are expected to increase
consumer spending to USD 3.6 trillion by 2020.
The maximum consumer spending is likely to
occur in food, housing, consumer durables, and
transport and communication sectors.
India is one of the largest growing electronics
market in the world. By 2020, the electronics
market in India is expected to increase to
USD 400 billion from USD 94.2 billion in
2015. The production is expected to reach to
USD 104 billion by 2020. India has the world’s
third largest television industry. By 2018, the
television industry in India is expected to grow to
USD 14.7 billion from USD 8.9 billion in 2015.
Changing consumer taste backed by rising
income will accelerate the growth and expansion
of organised retail and consumer finance in
the country. Digitally influenced spending is
currently about USD45 billion to USD50 billion
a year, and is projected to increase more than
tenfold to USD500 billion to USD550 billion—
and to account for 30 percent to 35 percent of all
retail sales by 2025.
Consumer lending industry in India is in its
growing phase. According to Credit Suisse (India
Financials Sector, January 2015), the consumer
lending space in India is likely to grow to USD1.2
trillion opportunity for the organised lenders

(banks and non-banking finance companies or
NBFCs), implying an 18 percent compounded
annual growth rate over the next six years (up
from 15 percent in the previous five years).
“Unlike in the past, the coming round of
growth will likely be driven by multiple engines
as the banks/NBFCs have developed diverse
product lines (including multiplicity of secured
lending options). Targeted offerings to all
sections of the income pyramid could ensure
faster penetration (even now, all forms of
organised and unorganised finance reach less
than 30 percent of Indian households),” the
Credit Suisse report notes.
It also notes that in particular, private lenders
(both banks and NBFCs) have opened new loan
segments which were hitherto solely controlled
by the PSU banks (e.g., small business loans).
Overall, select banks and NBFCs will be able to
leverage their expertise and established market
positions to grow their retail loan books faster
than the market projections.
As the Credit Suisse report points out, the boom
in retail lending growth could remain orderly
and profitable, due to the multiple structural
factors that have evolved in recent years. A
number of secured lending options have emerged
(such as gold loans and loans against property).
Secondly, credit bureaus have matured, and
brought a sea change in the banks' approach
to retail loans. Credit bureaus help not only in
screening at origination, but, probably more
importantly, in constant monitoring of portfolio
post disbursements (thanks to rich analytics
capabilities). Thirdly, the leading banks have
grown their own customer bases over the past
few years (mostly on the liability side) that they
have a ready customer base to tap into (indeed,
the bulk of unsecured lending is happening to
internal customers of banks).
Research Period: July 2017 to December 2017
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NBFCS IN INDIA
Non-Banking Finance Companies (NBFCs) are
here to stay in India. Until not very long ago, many
observers and commentators believed that the
role of NBFCs in India’s financial system was fast
diminishing. There were also fears that payment
banks and small banks—two new categories of
financial institutions—and a potentially longer
queue in the coming years because of on-tap bank
licenses, will eventually “crowd-out” NBFCs
from the institutional lending space.
Evidence of the last two years, however, has
proved otherwise. The regulatory and policy
changes have also demonstrated that Reserve
Bank of India (RBI) believes that NBFCs are vital
cogs in India’s institutional lending landscape,
which substantially support the government’s
financial inclusion goal.
In November 2014, the RBI came out with a new
set of guidelines, clearly defining the rules within
which NBFCs will have to operate in India.
These set of guidelines were materially revised in
September 2016. It has brought NBFCs at par
with commercial banks so far as non-performing
assets (NPAs) or bad loans are concerned.
The new NBFC framework is aimed at addressing
risks and regulatory gaps and arbitrage, both
within the sector as well as in other financial
institutions, and harmonize regulations “to
facilitate a smoother compliance culture among
NBFCs”. NBFCs have gained a share in the total
credit advanced in India, Asia’s third-largest
economy. A December 2015 report of the Boston
Consulting Group (BCG) and Confederation of
Indian Industry (CII)(2) showed that their share
of credit rose to 13 percent in 2015 from 10
percent in 2005. This is particularly significant
in narrow market segments such as home loans,
2
3

small ticket cash loans, and lending for twowheelers and consumer durables.
The growth is not only observed in traditional
NBFC domains, like commercial vehicle (CV)
finance, but also in products like mortgages
where commercial banks are very active. Success
of NBFCs is attributed to a very sharp focus
on product lines leading to better cost control,
bad debt control, better customer service and
consequently faster growth at higher profitability
as compared to banks. NBFCs' credit penetration
in GDP of India at 13 percent is well behind
economies like Thailand and Malaysia (at
25 percent) and China (at 33 percent). It is
expected that growth in NBFC credit in India
will accelerate over the next 5-10 years.
NEW TECHNOLOGIES IN NBFCS
The promise of accelerated growth is predicated
on NBFC sector transforming itself to serve
the latent credit needs of emerging India. Both
consumption and commercial credit demand,
are characterized by lack of income proof
documents owing to large scale self-employment
in the country(3). While utmost due diligence is
carried out, the lending agencies and NBFCs are
increasingly using non-conventional methods
for establishing a prospective borrower’s creditworthiness. This is particularly true for NBFCs
that are offering small ticket loans to first-time
customers, who do not have a credit score.
The focus on digitisation of the financial system, as
well as India’s growing mobile phone usage universe,
offers a unique opportunity to tap into phone
and other utility payments data base for giving
out loans and determining credit-worthiness.
Until not so long ago, when assessing potential
borrowers, lenders have historically focused on

(NBFC 2.0: Enormous Potential in Non Bank Finance and Ways to Make it Happen)
(NBFC 2.0: Enormous Potential in Non Bank Finance and Ways to Make it Happen)
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limited types of data which directly relates to
the likelihood of repayment, such as debt-toincome ratio and individuals' payment and credit
histories. In recent years, however, the emergence
of big data analytics has prompted many lenders
to consider nontraditional types of data which
are less obviously related to credit-worthiness.
Data analytics is the science of examining raw
data for the purpose of drawing business related
conclusions about the information and for
modeling and predicting business outcomes. For
instance, the government is now using analytics
tools to fit trends and patterns in tax related
matters as well as in utility bill payments.
Banks and financial institutions have been the
early adapters of big data analytics to understand
credit behaviour of customers among other
aspects. Non-traditional data can be collected
from a variety of sources, including databases
containing internet search histories, shopping
patterns, social media activity and various other
consumer-related inputs. Lack of documents
can now be compensated by this huge volume of
surrogate data available in digital ecosystems.
Targeted offerings to all sections of the income
pyramid could ensure faster penetration (even
now, all forms of organised and unorganised
finance reach less than 30 percent of Indian
households), Credit Suisse has said in a recent
report.
While the market still remains under-penetrated
(70 percent-plus of households have no liabilities
of any sort), the organised players (banks and
NBFCs) have developed diverse products
targeted at all segments of the income pyramid,
across multiple secured and unsecured loan types.
By licensing telecom companies, NBFCs,

Business Correspondents (BCs), Payment
Protection Insurance (PPIs) and micro-finance
companies to become banks, India has joined the
short list of countries that have tried to put in place
a proactive framework to encourage innovation
in payments and banking. Some of this came from
the global experience of technology companies
(christened ‘Fintech’) disrupting transaction
banking in other economies. However, some
of it was due to the fact that with increasing
‘uberisation’ of user experience and integration
in both online and offline spaces, some of these
service providers became the instrument of
choice for small payments, even for customers of
traditional banks.
REGULATORY FRAMEWORK OF NBFCS
A Non-Banking Financial Company (NBFC)
is a company registered under the Companies
Act, 1956 engaged in the business of loans and
advances, acquisition of shares / stocks / bonds
/ debentures/securities issued by Government
or local authority or other marketable securities
of a like nature, leasing, hire-purchase, insurance
business, chit business but does not include any
institution whose principal business is that of
agriculture activity, industrial activity, purchase
or sale of any goods (other than securities)
or providing any services and sale/purchase/
construction of immovable property. A nonbanking institution which is a company and has
principal business of receiving deposits under
any scheme or arrangement in one lump sum or
in instalments by way of contributions or in any
other manner, is also a non-banking financial
company (Residuary non-banking company).
Financial activity as principal business is when a
company’s financial assets constitute more than
50 percent of the total assets, and income from
financial assets constitute more than 50 percent
of the gross income. A company which fulfils
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both these criteria will be registered as NBFC by
RBI. The term 'principal business' is not defined
by the Reserve Bank of India Act. The Reserve
Bank has defined it so as to ensure that only
companies predominantly engaged in financial
activity get registered with it and are regulated and
supervised by it. Hence, if there are companies
engaged in agricultural operations, industrial
activity, purchase and sale of goods, providing
services or purchase, sale or construction of
immovable property as their principal business
and are doing some financial business in a small
way, they will not be regulated by the Reserve
Bank. Interestingly, this test is popularly known
as 50-50 test and is applied to determine whether
or not a company is into financial business.(4)
NBFCs are categorised into two types on the
basis of their liability structure: deposit-taking
NBFCs (NBFCs-D) and non-deposit taking
NBFCs (NBFCs-ND). As at end-March 2016,
there were 11,682 NBFCs registered with the
Reserve Bank out of which 202 were NBFCs-D
and 11,480 were NBFCs-ND entities. There
were 209 systemically important non-deposit
taking NBFCs (NBFCs-ND-SI), which are
subject to more stringent prudential norms and
provisioning requirements.
There are several types of classifications of
NBFCs on the Indian market.
BASED ON TYPE OF LIABILITIES
Based on type of business regulated by RBI only.
Based on fund based type of business regulated by
other regulators as well:
For the purpose of this study, the classification
is limited to only those types of NBFC that are
present on the retail loans market, such as:
(i)
Asset Finance Company (AFC)
4

(Reserve Bank of India website)
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(ii)
Loan Company (LC):
(iii)
Infrastructure Finance Company (IFC):
(iv)	Micro Finance Institution Non-Banking
Financial Company (NBFC-MFI):
(v)
Housing Finance Institutions
Salient Features of Revised
Regulatory Framework for NBFCs
i) The minimum Net Owned Fund (NOF)
criterion for existing NBFCs (those
registered prior to April 1999) has been
increased to Rupees 20 million. NBFCs have
been allowed till March 2017 to achieve the
required minimum levels.
ii) I n order to harmonise and strengthen deposit
acceptance regulations across all deposit
taking NBFCs (NBFCs-D) credit rating has
been made compulsory for existing unrated
asset finance companies (AFCs) by March
31, 2016. Maximum limit for acceptance
of deposits has been harmonised across the
sector to 1.5 times of NOF.
iii) In view of the overall increase in the growth
of the NBFC sector, the threshold for defining
systemic significance for non-deposit taking
NBFCs has been revised to Rupees 5 billion
from the existing limit of Rupees 1 billion.
Non-deposit taking NBFCs shall henceforth
be categorised into two broad categories:
NBFCs-ND (those with assets less than Rupees
5 billion) and NBFCs ND-SI (those with
assets of Rupees 5 billion and above – deemed
as systemically important) and regulations
will be applied accordingly. NBFCs-ND will
be exempt from capital adequacy and credit
concentration norms while a leverage ratio of
7 has been introduced for them.
iv) 
For NBFCs-ND-SI and all NBFCs-D
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categories, tighter prudential norms have
been prescribed - minimum Tier I capital
requirement raised to 10 percent (from
earlier 7 percent in a phased manner by end
of March 2017), asset classification norms
(from 180 days to 90 days in a phased manner
by the end of March 2018) in line with
that of banks and increase in provisioning
requirement for standard assets to 0.40
percent in a phased manner by March 2018.
Exemption provided to AFCs from the
prescribed credit concentration norms of 5
percent has been withdrawn with immediate
effect. Additional corporate governance
standards and disclosure norms for NBFCs
have been issued for NBFCs-D and NBFCs-ND.
v) NBFCs with assets of less than Rupees 5
billion shall not be subjected to prudential
norms if they are not accessing public funds
and those not having customer interface
will not be subjected to conduct of business
regulations.
vi) Assets of multiple NBFCs in a group shall be
aggregated to determine if such consolidation
falls within the asset sizes of the two categories.
Regulations as applicable to the two categories
will be applicable to each of the NBFC-ND
within the group. Reporting regime has
been rationalised with only an annual return
prescribed for NBFCs of assets size less than
Rupees 5 billion.(5)
TRENDS IN BANKS AND NBFC LOANS
Loan Growth in India averaged 11.99 percent
from 2012 until 2017, reaching an all-time high
of 18.70 percent in April of 2012 and a record
low of 4.10 percent in March of 2017. (6)
ICRA estimates that credit growth in India’s

banking sector would be at 7-8 percent in FY
2017-18. (7)
Indian consumer lending industry is dynamic
and growing with time and as per the level of
awareness customers. The structure of credit
market in India has developed over the years. A
number of financial institutions are present in
the country to provide credit to various sectors
of the economy. These include commercial
banks, regional rural banks (RRBs), cooperatives
[comprising urban cooperative banks(UCBs),
State co-operative banks (STCBs), district
central co-operative banks (DCCBs), primary
agricultural credit societies (PACS), state cooperative and agricultural rural development
banks (SCARDBs) and primary co-operative
and agricultural rural development banks
(PCARDBs)], Financial Institutions (FIs) (termlending institutions, both at the Centre and State
level, and refinance institutions) and NBFCs. As
per KPMG-CII report, India’s banking sector
is expanding rapidly and has the potential to
become the fifth largest banking industry in the
world by 2020 and third largest by 2025.
Credit off-take has been surging ahead over
the past decade, aided by strong economic
growth, rising disposable incomes, increasing
consumerism and easier access to credit. In March
FY16, total credit extended surged to USD 1016
billion. Credit to non-food industries increased
by 9.06 percent reaching to USD 1000 billion in
March FY16, from USD 983 billion during the
previous financial year.
Demand has grown for both corporate and
retail loans; particularly the services, real estate,
consumer durables & agriculture allied sectors
have led the growth in credit. According to
the Reserve Bank of India’s Financial Stability

(Financial Stability Report (Including Trend and Progress of Banking in India 2013-14) December 2014)
(Source: www.tradingeconomics.com, Reserve Bank of India)
7
(https://www.ibef.org/industry/banking-india.aspx)
5
6
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Report, June 2017, the aggregate balance
sheet size of the NBFC sector expanded by
14.5 percent during 2016-17 as compared to
15.5 percent during 2015-16. Loans and advances
increased by 16.4 percent and investments
increased by 11.9 percent in March 2017.
Strong growth in savings amid rising disposable
income levels are the major factors influencing
deposit growth.
FINANCIAL INCLUSION
Access to banking system has also improved over
the years due to persistent government efforts
to promote banking-technology and promote
expansion in unbanked and non-metropolitan
regions.
Until two years ago, more than four out of ten
adults in India did not have a bank account—a
marker that tellingly mirrored the need for
financial inclusion. In its conventional definition,
financial inclusion means making institutional
loans and financial services available at an
affordable cost to people who remain trapped
in the vicious cycle of low income and coercively
high interest rates that private money lenders
charge from helpless clients.
It is not only about the poor living in villages,
there are millions of families residing in India’s
cities and towns who earn by working in a
bustling informal economy but remain outside
any formal banking network.
The current government’s flagship Pradhan
Mantri Jan Dhan Yojana seeks to precisely plug
this gap. Arguably the world’s largest financial
inclusion scheme, it was launched in 2014 to
give access to formal banking services to a vast
majority of India’s poor. The record in two years:
230 million new accounts with a combined
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deposit corpus of more than Rupees 600 billion.
Often coerced into borrowing at exorbitant rates
from private money lenders on many occasions,
a bank loan or the lack of it, determines a poor
family’s advancement to a better life.
In many countries with underdeveloped
financial services markets, stories abound where
thousands of small savers get duped by so-called
deposit-collecting firms. It is symptomatic of two
primary attributes: a throbbing cash economy
and lack of access to basic conventional banking
services to many.
These, along with absence of regulatory oversight,
play the perfect foil for deals and schemes to
thrive outside the financial system, hoodwinking
authorities through a web of transactions.
Financial inclusion has a direct correlation with
overall economic growth, as it shows useful
spending and investment trends for policymakers
and governments’ macro-economic managers.
As banks opened branches in remote areas after
their nationalisation in 1969, India’s savings and
investment rate rose steeply from 13 percent to
23 percent.
More money in the bank has another positive
spinoff. India is in dire need of resources to
fund its infrastructure needs to build highways,
ports, airports and railways. If India’s savings rate
could reach 40 percent of GDP in the next few
years, from about 30 percent currently, frugal
households could well turn out to be the primary
financiers of these mammoth projects.
For millions, a loan from a finance company is
akin to an entry-ticket into a whole new world
of opportunities. Besides freeing themselves from
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the cruel clutches of private money lenders, it also
gives them a “credit score”, a necessary condition
for bank advances.
This is where NBFCs can help plug gaps in the
financial system and prevent people from falling
prey to loan sharks.
NBFCs often complement the banking sector
by extending the reach of institutional finance
to the unbanked households and to the industry,
including micro and tiny enterprises.
NBFCs’ ground-level understanding of their
customers’ income and repayment abilities, as
also their credit needs, gives them the advantage
to tailor products and loan instruments to suit
their clients’ specific requirements.
Credit information companies such as Credit
Information Bureau (India) Limited (CIBIL)
give a numeric summary of one’s credit history. A
credit score is critical for securing a bank loan. It
gives the “probability of default” of the individual
based on their credit history and tells a bank how
likely an applicant is to pay back a loan based on
his past record. A high credit score, which implies
a good loan repayment record, is viewed more
favourably by a bank while scrutinising a bank
application.
This is where NBFCs can play a critical role by
helping build a good credit score and history for
those who are otherwise not eligible for bank loans.
NBFCs, by lending out small size loans to
borrowers to buy goods and set up small
enterprises such as shops, can help millions to
first establish a good credit score and eventually
graduate to becoming eligible for loans from
commercial banks.
8

GUIDELINES ON FAIR PRACTICES
CODE FOR NBFCs BY THE RBI
The Reserve Bank of India, vide its circular dated
March 26, 2012, issued revised guidelines on
Fair Practices Code (FPC) for all NBFCs to be
adopted by them while doing lending business.
These guidelines were further revised in 2015 in
view of the creation of a new category of NBFCs
viz; NBFC-MFIs and also the rapid growth in
NBFCs’ lending against gold jewellery.
1. Para 2 A (v) of the guidelines require that
the Board of Directors of NBFCs should lay
down the appropriate grievance redressal
mechanism within the organization to
resolve disputes between the company and its
customers and the mechanism should ensure
that all disputes arising out of the decisions of
lending institutions' functionaries are heard and
disposed of at least at the next higher level.
2. 
At the operational level, all NBFCs are
required to display prominently, for the
benefit of their customers, at their branches /
places where business is transacted, the details
of the grievance redressal officer belonging
to their company as also that of the local office
of RBI as detailed at paragraph (A) (vi) of
annexe.
3. The revised guidelines are issued under Section
45 L of the Reserve Bank of India Act, 1934
(Act 2 of 1934). The NBFCs may note to make
suitable amendments in their existing FPC.
The FPC so modified should be put in place
by all NBFCs with the approval of their
Boards within one month from the date of
issue of this circular and should be published
and disseminated on the web-site of the
company, if any, for the information of the
public.(8)

(https://rbi.org.in/Scripts/NotificationUser.aspx?Mode=0&Id=7866#rg)
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Principles of responsible lending warrant that
lenders (banks, NBFCs or any other formal
financial lender) need to offer credit counselling
as a mandatory service for all existing and
prospective customers.
Borrowing money is neither good nor bad. But
financial experts often distinguish between good
debt and bad debt. Good debt is an investment
in something that creates value or produces more
wealth in the long run. Debt turns bad when
the borrower loses the ability to repay the loan
for a variety of reasons. The first step in solving
such bad debt situations is to acknowledge the
problem and look for solutions. It is in the best
interests of the lenders following responsible
lending practices to help customers wriggle
out of bad debt situations through credit
counselling services. These points are important
for responsible lending. The lender shall explain
these points to the borrower, just in case there is a
loan default. All the terms/conditions and rights
hold significance and shall be well explained by
a responsible lender. The responsible lender
should himself be aware of these rights.
GOVERNMENT ROLE IN BANKS’
LENDING PROCESS
The Government issued the Master Circular
DBOD No. Dir. BC.12/13.03.00/2014-15
dated July 1, 2014 consolidating the instructions
/ guidelines issued to banks till June 30, 2014
relating to Exposure Norms. This Master Circular
consolidates instructions on the above matter
issued up to June 30, 2015. This circular was
issued in order to ensure the safety and protection
of customers from exploitation by the lenders. (9)
1. Consumer Durable Loans
People borrow for various purposes: buying a
house, funding children’s education, availing
9

health services, paying hospital bills, buying cars,
two wheelers and other goods such as TVs and
refrigerators. Loans taken for goods such as—
home appliances and white goods—are called
consumer durable loans. There are two types
of heterogeneous groups: “safe creditors” that
are playing fair with customers (eg. Banks and
NBFCs) and “loan sharks” playing via unfair
means (eg. Money lenders). Customers/borrowers
have to be beware of the “loan sharks,” and should
be able to differentiate between the two groups .(10)
Consumers should be aware of this difference
between the money lenders and institutions
offering loans with their fees, charges, loan
application process and interest rates. This is
where responsible lending comes in.
2. Personal Loans
Personal loan is a type of unsecured loan that
helps a borrower to meet his/her current
financial needs. They are also called consumer
loans, unsecured loans or signature loans. It is
given to a borrower after knowing his/her credit
history and after checking whether he/she is
capable of repaying loan from his/her future
income (which reflects responsible lending). It is
generally in fixed instalments (in fixed period of
time) that the borrower has to repay loan. It is
generally taken for education, marriage, holidays,
renovation of home, purchasing consumer goods
(like air conditioner, fridge, and laptop) or for
medical help (treating a patient). For this loan,
borrower keeps no security, in terms of any of
his/her asset, with the lending organisation.
There is a perception that “personal loans,”
which are cash loans that banks and NBFCs
give out to customers come at a higher interest
rate than others such as consumer durable
loans. That may not be entirely true. Personal
or cash loans that many NBFCs give out in

(https://www.rbi.org.in/scripts/BS_ViewMasCirculardetails.aspx?id=9875)
(Urban, M. (2010). The Navigator of Responsible Lending)
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semi-urban and rural areas are generally to
customers that high-street banks often ignore
because they do not qualify for loans under a set
of standard metrics. For instance, most of these
customers do not have a credit score, are not
salaried with a formal organization, do not have
income tax returns and have inconsistent balances
in their bank accounts. Yet, many of them have
adequate repayment capacity. For instance, a
newspaper vendor or a small shopkeeper has
the repayment capacity to pay for a small ticket
loan. It is this class of borrowers that many
NBFCs cater to. Making formal loans accessible
to such millions of people through minimum
documentation has a social and economic value
that the macro-economic variables cannot capture.

to tide over a current financial difficulty. Two, it
analyses costs of credit and alerts borrowers about
a potential misuse of a loan. Three, and most
importantly, it allows an entry for those living on
the margins to enter the formal financial system.

CREDIT COUNSELLING
The Reserve Bank of India (RBI) defines credit
counselling as 'counselling that explores the
possibility of repaying debts outside bankruptcy
and educates the debtor about credit, budgeting,
and financial management'.

RISING LOAN MARKET
Within the EMI segment, Bajaj Finance has
a market share of about 60 percent while the
second largest player is Capital First with a share
of 10-15 percent. The market is subject to high
cyclicality as more than 50 percent sales happen

Credit counselling or debt counselling as it is
described in many countries, is an established
process where consumers are made aware,
through a carefully crafted system of checks
and balances, on smart ways of managing debt
without borrowing beyond one’s means. In many
countries, credit counselling involves hammering
out the most suitable Debt Management Plan
(DMP) for each consumer in a mutually agreeable
manner with the lender.

Consumer Durable Loan Market Trend
(in Rs Billion)
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Fig.1.1- Consumer Durable loan market trends (2013-17)
Credit counselling, by definition, serves three
primary objectives. One, it finds ways and means

in Sep-Dec period. This has an impact on the
sales and selling model of NBFCs. For instance, it

Research Period:
July 2017
to December 2017
Personal Loan Market Trends
(in Rs
Billion)
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is during this period that most of the promotions
and marketing budget is spent.

network, it currently has the largest market share
in the industry. Thus, their offers will affect the
Consumer Durablerate
Loan
Market
Trend
of interest
offered in the
segment.
Consumer Durables is one of the most important
(in Rs Billion)
segments for NBFCs because it provides easy
Cost of funds varies with the type of NBFC. For
250
access to customers and gives insights across
example, HERO Fincorp and L&T have low cost
important parameters, such as:
of funds of around 9.5-10 percent, whereas for
200
non-captive NBFCs it can go up to 12 percent
• Customer credit  behaviour
depending on the source of funds. Non-captive
150
• Customer lifestyle
players need to give a commission to the DST
100
• Geographical/Local trends
+ sales executive, so sourcing/ acquisition costs
increase to around 4-5 percent.
50
About 30-35 percent of the demand for
consumer durable financing comes from the
Collection cost are also high in this segment; with
0
semi-urban and2013
rural segment. Players
bounce
2014 were
2015 ratio ranging between
2016 8-10 percent; bounce
2017
offering rates of 25-26 percent in pre-2013,
ratio is the percent of cases in which a repayment
26-27 percent in 2014-15 and offer 24 percent
cheque bounces: for example: if a borrower has 100
today. Competition is increasing, with higher
2-wheeler loans, 8-10 cases will bounce (the cheques
number of captive businesses. For example,
will not clear, causing the need for escalation to
HERO Fincorp is providing a better interest rate
recovery teams, which results in a higher collection
to their clients, creating higher captive audiences
cost. The actual cost of collection ranges between
in the sector. By effectively leveraging its dealer
INR 500 – 1000 per vehicle (i.e. around 2 percent).

Personal Loan Market Trends (in Rs Billion)
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Source- Reserve Bank of India website

Fig.1.2-Personal loan market trends (2013-17)
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Naturally, the amount and tenure differs
according to each lender and the product
that you wish to purchase. The durable loan
amount could range from a few thousands to a
few lakhs, while the tenure could range from 8
months to 3 years. In general, you need to be
between 21-60 years to apply for this type of
loan and need to demonstrate proof of income.
You can apply online or, in some cases, at stores
that have tie-ups with lenders. The interest rates
could range between 15-24 percent depending
on whether you are a salaried employee or self–
employed.
RISE OF CASH LOANS
According to the Reserve Bank of India, personal
loans grew from Rs. 2958 billion in 2016 to Rs.
3755 billion in 2017 which shows a considerable
amount of increase in the personal loan market
in India.
Personal loans are largely targeted at salaried
individuals. Salaried individuals can be segmented
into 2 categories:
• Salaried employees in MNCs/large companies
in supervisory/management roles earning in
excess of INR 60,000 per month
• Salaried employees in small companies or in
administrative / clerical positions
For the first category of individuals, which are
the prime target of such loans, banks have the
majority share. NBFCs are trying to make inroads
in this segment mainly by employing cross selling
strategies.
Personal loans can be divided into three types
based on the customer segment being catered to.
Banks prefer to cater to the salaried class, while
SEP and SENP are the focus of NBFCs. At a
high level -

i. Salaried
1. ROA - 1.5-2 Percent
2. IRR - 14-15 Percent
ii. Self Employed Professional (SEP)
1. ROA - 2-3 Percent
2. IRR - 15-16 Percent
iii. Non-Professional segments (SENP)
1. ROA - 3-4 Percent
2. IRR - 17-18 Percent
Due to the ease in availing loans and the
mandates of Reserve Bank of India of disbursing
the loan within a month of completion of all
the formalities for all the eligible candidates,
there has been a considerable increase seen in the
demand for personal loans.
Every institution providing personal loan has
a different set of criteria for eligibility, interest
rates and tenure for repayment that have to be
reviewed and checked upon with comparison to
other available options to make a right decision
for availing the personal loan. The personal loans
are also called unsecured loans as no security or
collateral is involved in the process and they can
be applied by putting no tangibles with the bank
for the loan.
FUTURE OF INDIAN CONSUMER
LENDING MARKET
The Consumer lending world is evolving with
time with the rise of technology and innovation.
Fintech is the future of the lending industry.
Slowly and gradually people are shifting from
offline banking to online banking and are using
financial technology company services more.
People in the present time prefer things with
convenience so they make the use of online
services much more than the offline services.
The launch of India’s Digital Stack that
Research Period: July 2017 to December 2017
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includes Aadhar, eKYC and digital payments is
paving the way for the country’s shift towards a
cashless economy. Recent government policies
and initiatives favour the Fintech sector and
have been encouraging innovation in products
through a wide-spread adoption of technology
in the financial sector, whilst also urging
traditional banks and financial institutions to up
their game.

The traditional cash-driven economy of India
has responded well to the growing Fintech
sector, which is more promoted by an increase
in the smart-phone usage and the growth in the
e-commerce market. The value of transaction
for the Fintech sector of India is estimated to
be approximately USD 33 billion in 2016 and
is forecasted to reach USD 73 billion in 2020
growing at a five-year CAGR of 22 percent.(22)

There is a new service in the lending market that
is P2P lending that means peer to peer lending.
Peer to peer lending is an online platform where
money is lent by people to one another and there is
no interference of any sort of intermediary in the
process. P2P is different from the conventional
methods of lending but the basic principles
remain unchanged. For doing P2P lending, the
people have to register themselves with the P2P
lender websites as the borrowers or lenders with
proper verification.

Players will start using online platforms in a major
way in the next two years. Major aggregators have
started/will start building their online platforms
and look at it as a way to replace the physical
presence in the long term.

Reserve Bank of India issued a Consultation
Paper on P2P lending on April 2016. This paper
basically attempts to assess the various business
models that are operational both domestically
and internationally and the legal framework
within which these institutions operate.
Further, international regulatory practices on
crowd funding and P2P lending available in
public domain were also examined to get an
understanding of the regulatory approaches
adopted by different jurisdictions. (11)
India is becoming a platform for new
Fintech start-ups and transforming into a
dynamic digital giant ecosystem that will make
these start-ups grow into billion dollar empires.
Fintech start-ups are reaching heights by entering
different segments and exploring international
markets.
11
12

It is now routine to capture data online at POS and
transferring it directly to NBFCs, and this creates a
customer credential database for NBFCs. Checks
on customer credit rating, and borrowing history
is now done in a matter of minutes and customers
can know if their loans can be approved/ what is
the approval limit in 15-30 minutes as opposed
to traditional method that takes 3- 7 days.
NBFCs are also building their own portal, where
a soft approval is granted and they only need to
collect the loan agreement form (with borrower
signature) and other documents in person. But
in the future, digital signatures are expected to
make the whole process completely digital.
Today, online lending is only used for getting
into a lead status and customers are not
allowed to complete the full loan process up till
disbursement. They are only given soft approvals
and still need to get a loan agreement signed off.
In India today, only 50,000 people have digital
signatures, a very limited population that can do
end-to-end servicing. They still need physical

(Reserve Bank of India April 2016, Consultation Paper on Peer to Peer Lending)
(Fintech In India, A Global Growth Story, KPMG, June 2016)
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ACF form that need to be deposited to the bank,
so the process is still physical presence dependent.
Online aggregators collect information and telecall the customer and get physical files for the
customer and give it to the bank. For getting
the soft approval, customers need to fill in some
profile / POS personnel can fill it on behalf of the
customer-detailing their credit history and profile.
NEW INNOVATIONS IN LENDING
PRODUCTS
NBFCs are known to come up with new product
variants in consumer finance. For example, Bajaj
Finance allows customers to pay their principal
after two years, or EMIs starting after 6 months,
etc. Bajaj also has an EMI card with an inbuilt
limit, so it functions like a pre-loaded card with
a credit limit of a fixed amount like Rs. 20,000 or
Rs. 50,000 and the customer can make multiple
purchases up to this limit.
Companies such as Hero Fincorp are now
focusing on new repayment models. For example,

they have tie-ups with Paytm and other e-wallet
companies, where customers can transfer cash
via Paytm to pay their EMIs directly. Captive
NBFCs - such as Hero and Bajaj, offer a
captive finance fee to the manufacturer on that
amount of the loan. Non-Captive – multiservice providers like Capital First also offer
2 wheeler loans but need to spend more on
cost of acquisition and servicing. Players are
also providing EMI cards for repeat customers.
Players are also providing loyalty programs. For
example, in Hero, if a customer takes a loan for
Rs. 50,000, they are offered Rs. 1,00,000 loan
amount multiplied by two, for the second loan.
There is no organized player who offers used
two wheeler financing. A few niche players (for
example – ‘EMI on wheels’ which launched 2
or 3 years ago) cater to this niche segment, but
no other big players. RoA is 1.5 times higher
for used products compared to new products.
This is mainly because the risk factor is very
high. However, the portfolio is too small and
unorganized.

Research Period: July 2017 to December 2017
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This

chapter outlines the methodology
adopted to achieve the research objectives
stated at the beginning. This chapter presents
significance of this research, followed by its scope,
research design, sample frame, procedure of data
collection, statistical analysis, tools and scoring.
In the current research, both quantitative and
qualitative methods are used. The data was
collected via questionnaires and converted
and ranked in tables applying quantitative
research tools. On basis of quantitative findings,
qualitative analysis was done where we explain
why and how a particular financial organization
topped in personal and consumer durable loans.
The socially desirable answers were explained and
discussed with answers mentioned on website
and answers given by the sample respondents.
Socially desirable answers are when the answers
are given in sync with social desirability. They are
the answers which generally people want to hear
and are favourably accepted and approved of.
PROJECT PURPOSE:
1. To create a platform that describes the state of
consumer finance with respect to responsible
lending practices towards customers.
a. This objective aims to discuss as to
what constitutes Responsible lending
for a customer. This will encompass
all the lending practices in vogue.
It will thereon create a platform for
discussion on this topic.
2. Defining framework for customer to evaluate
lenders based on responsible practices.
a. Navigator aims to define a framework
of lenders’ evaluation on the basis of
responsible practices which are covered
under Objective #1. This ultimately will be
promoting the brand equity of companies
who practice responsible lending.

3. 
Stress necessity of financial literacy and
financial inclusion to formal regulated
financial services for all customer segments
a. 
Navigator study through such
researches wants to underline the
significance of financial literacy
amongst the borrowers. It also wants
to emphasize the necessity of financial
inclusion to formal regulated financial
services for all segments of consumers.
4. Educate not only customers but also lenders,
media and regulators
a. 
With the objectives 1, 2, and 3
Navigator study aims at educating
all Lenders as well as the media and
also the regulating bodies about
Responsible lending.
5. Create a platform that reflects the state of
consumer finance with respect to responsible
lending practices in the country
a) This report could serve as guide for
responsible lending, delineating
the standards and the industry best
practices that are being implemented
by top lenders.
SIGNIFICANCE OF RESEARCH
The current research is motivated by a
desire to create a broad guide for smallsized loans market guide in India. There are
numerous formal and informal players offering
loans of various sizes in India. Our research is
focused on the most established and reputable
institutions. These are generally trustworthy and
use fair practices while giving loans. Researches
on responsible lending similar to this have
been conducted in other countries, but this
research is aimed on providing a holistic
view on Indian financial market, focusing on
small sized loans (both personal and consumer
durable loans).
Research Period: July 2017 to December 2017
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Figure 2.1 – Overview of Responsible Lending with its factors
Responsible Lending
Loan
Application
Process

Lenders’
Public
Information

Fee and
Charges

SCOPE OF THE CURRENT RESEARCH
The current research studies responsible lending,
with reference to small sized loans namely, personal
and consumer durable loans. These loans primarily
cater to the mass market, residing in Tier 2, 3 and
4 cities and villages. Through these loans, people,
specifically first time borrowers, become part of
the formal financial system, getting a credit score
and getting financially included. Becoming part of
the formal financial system also opens up a world
of opportunities for these borrowers. This research
opens outlets for future academicians to research
further in the same field. Also, organizations are
aware of where they stand in terms of ranking
and what factors (loan application process,
lenders’ public information, fee and charges, loan
servicing, financial inclusion) should be kept in
mind while offering/taking loans.

Loan
Servicing

Financial
Inclusion

practices in the segments of consumer durable
and personal loans. This is an experimental
study. This research is conducted upon financial
institutions. Random sampling was the sampling
technique used. Ranking method was applied for
output of results and then groups were created.
POPULATION AND SAMPLE
Table 2.1 – Sample Frame
Sampling
Technique

Random Sampling

Level

Officers and Managers

Scope

Pan India

Sample frame
for Personal
Loans

Punjab National Bank (PNB)
Fullerton India Credit Company Ltd.
Axis Bank
HDBFS
ICICI Bank
Bajaj Finserv

HYPOTHESES
H.1 Responsible lending is significant for lenders,
in terms of personal loans.
Explanation: Responsible lending is important
and holds significance for the lenders, in terms of
personal loans.

Standard Chartered Bank
Tata Capital
Capital First
Home Credit India Finance Pvt. Ltd.
Shriram Finance
Aditya Birla Finance
State Bank of India (SBI)

H.2 Responsible lending is significant for lenders,
in terms of consumer durable loans.
Explanation: Responsible lending is important
and holds significance for the lenders, in terms of
consumer durable loans.
RESEARCH DESIGN
This research studies responsible lending
Page 34
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HSBC Bank
Citibank
Sample frame
for Consumer
Durable Loans

Bajaj Finserv
HDBFS
ICICI Bank
Capital First
Home Credit India Finance Pvt. Ltd.
Tata Capital
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In the current research, we have tried to
capture data from almost all reputed consumer
lending organisations offering small sized loans
(personal loans and consumer durable loans) to
its borrowers. Some of the researched entities
did not provide their responses to the survey.
However, the analysis of the collected samples
from the most reputable companies did yield
data to analyse trends and patterns about the
common market practices in consumer durable
and personal loans segments.

in reference to the parameters. Following are the
points allotted to the ratings as per the parameter
assigned:
1. Loan application process (maximum)i.
1-4 - Regular
ii.
5-8 – Standard
iii.
9-12 – Good
iv.
13-16 – Excellent
2.

Lender’s public information (maximum)i.
0-1 – Regular
ii.
2-3 – Standard
iii.
4-5 – Good
iv.
6 – Excellent

3.

Fee and charges (maximum)i.
1-7 – Regular
ii.
8-14 – Standard
iii.
15-21 – Good
iv.
22-28 – Excellent

4.

Loan servicing (maximum)i.
1-6 – Regular
ii.
7-12 – Standard
iii.
13-18 – Good
iv.
19-24 – Excellent

5.

Financial inclusion (maximum)i.
1-2 - Regular
ii.
3-4 – Standard
iii.
5-6 – Good
iv.
7-8 - Excellent

TOOLS FOR DATA COLLECTION
We have divided the questions of the
questionnaire as per the classification of
Responsible lending in terms of five metrics:
1. Loan application process (Q No. 1-8)
2. Lender’s public information (Q No. 9-11)
3. Fee and charges (Q No. 12-25)
4. Loan servicing (Q No. 26-37)
5. Financial inclusion (Q No. 38-41)
Each set of parameters are assigned some points
according to which we have put forward the
rating of the companies. The maximum scores are:
1. Loan application process- 16 points
2. Lender’s public information- 6 points
3. Fee and charges- 		
28 points
4. Loan servicing- 		
24 points
5. Financial inclusion- 		
8 points
We have constructed rating scale for the different
parameters we have set for the questionnaire.
The ratings area) Regular
b) Standard
c) Good
d) Excellent
The ratings are allotted a set of points which is

For Personal Loans: A structured questionnaire
of 41 questions was prepared with answers as
Yes or No or even a few open ended questions.
For socially desirable answers, 2 points are
given. 1 point is given for socially undesirable
answers. The first eight questions dealt with
loan application process, next three with lenders’
public information; further next 14 questions
with fee and charges. Loan servicing covers the
Research Period: July 2017 to December 2017
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next set of questions till question no. 37. The last
four questions cover factor financial inclusion.
For Consumer Durable Loans: A structured
questionnaire of 41 questions was prepared
with answers as Yes or No or even a few open
ended questions. For socially desirable answers
2 points are given. 1 point is given for socially
undesirable answers. 1-8 question numbers deal
with loan application process, next three (9-11)
with lenders’ public information, further next 14
questions with fee and charges. Loan servicing
covers questions 26-37. The last four questions
(38-41) cover factor financial inclusion.

8
9
10
11
12
13
14

Thus, these questionnaires were taken for
responsible lending which are apt and clearly
worded. They do full justice to what should be
included in the study. They cover all aspects
under responsible lending (loan application
process, lenders’ public information, fee and
charges, loan servicing and financial inclusion).

15

Following is how the scoring was done for the
answers:

19

Table 2.2 - Scoring for questions on Personal
Loans
Questions

Answers

16
17
18

20
21
22

10-50k - socially desirable - 2 points
1
2
3
4
5
6
7
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51k and above - socially undesirable -1
point
2-4 – 2points
5 & 5+ - 1 point
1-8 – 2 points
9 & 9+ - 1 point
Yes 2 points
No 1 point
No 2 points
Yes 1point
1-3 - 2 points
4 & 4+ - 1 point
Yes 2 points
No 1 point
Research Period: July 2017 to December 2017

23
24
25
26
27
28
29

Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
No 2 points
Yes 1 point
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
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30
31
32
33
34
35
36
37
38
39
40
41

Yes 2 points

8

No 1 point
Yes 2 points

9

No 1 point
Yes 2 points

10

No 1 point
Yes 2 points

11

No 1 point
12

Yes 1 point
No 2 points

13

Yes 2 points
No 1 point

14

Yes 2 points
No 1 point

15

Yes 2 points
No 1 point

16

Yes 2 points
No 1 point

17

Yes 2 points
No 1 point

18

Yes 2 points
No 1 point

19

Yes 2 points
No 1 point

20

Table 2.3 - Scoring for questions on Consumer
Durable Loans
Questions

Answers

21
22
23

1-20k - socially desirable - 2 points
1
2
3
4
5
6
7

21k and above - socially undesirable -1
point
1-5 – 2points
6 & 6+ - 1 point
1-5 – 2 points
6&6+ - 1 point
Yes 2 points
No 1 point
No 2 points
Yes 1point
In minutes or 1-4days - 2 points
5&5+ days - 1 point
Yes 2 points
No 1 point

24
25
26
27
28
29
30

Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
No 2 points
Yes 1 point
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
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Answers
Yes 2 points

31

No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 2 points
No 1 point
Yes 1 point
No 2 points
Yes 1 point
No 2 points
Yes 2 points
No 1 point
Yes 2 points
No 1 point

32
33
34
35
36
37
38
39
40
41

DATA ANALYSIS
After collection of the data through questionnaires,
data was tabulated. Here we applied scoring
for each questionnaire separately. Based on the
weighted average, the performance of players
in personal and consumer durable loans could
be gauged. This performance was used to create
groups Regular, Standard, Good and Excellent.
STATISTICAL ANALYSIS
Statistical technique applied was weighted
average method.

PROCEDURE OF DATA COLLECTION
Following was the designed procedure of data
collection:
• All companies in the sample frame were sent
Personal Loans
Online Administration of
Physical Administration of
Questionnaire
Questionnaire

Axis Bank
HDBFS Bank

Bajaj Finserv
Standard Chartered Bank
Tata Capital
Capital First*
Home Credit India
Finance Pvt. Ltd.*
State Bank of India (SBI)*
HSBC Bank*
Citibank*
Page 38

two questionnaires online. One questionnaire
for Personal Loans category and one for
Consumer Durable loans.
• Physically Questionnaires were administered in
UP state headquarters of companies in our sample.
• A website content analysis of all company websites
(those in sample) was conducted to find to what
extent the websites communicate responsibility
in terms of safe lending to the borrowers.

Punjab National Bank (PNB)
Fullerton India Credit
Company Limited
Axis Bank
HDBFS Bank
ICICI Bank
Bajaj Finserv
Standard Chartered Bank
Tata Capital

Research Period: July 2017 to December 2017

STATUS OF SURVEY
Table 2.4 – Companies visited personally and
online
Consumer Durable Loans
Online Administration of
Physical Administration of
Questionnaire
Questionnaire
Bajaj Finserv
HDBFS Bank

Bajaj Finserv
HDBFS Bank

ICICI Bank
Capital First*
Home Credit India
Finance Pvt. Ltd
Tata Capital*

ICICI Bank
Capital First*

Tata Capital*

*No Response

Questions

A Navigator Study on Responsible Lending for India

For financial institutions (for personal loans) like
Shriram Finance and Aditya Birla Finance, no
response was received. Similar was the case with
State Bank of India.

For Consumer Durable Loans like Capital First,
online survey was not responded to.

Research Period: July 2017 to December 2017
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DATA ANALYSIS

DATA ANALYSIS AND SURVEY REVIEW


Analysis of the data collected



Review of the survey



Explanation of scores given to the financial institutions through bar diagrams



Website analysis of the financial institutions



Grade allotment to the financial institutions
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In

this chapter, various results and findings
of the primary data analysis as well as website
content analysis have been discussed. A
Weighted Average Method to group the firms
based on the scores of the answers have been

carried out. Data analysis has been done for
both personal and consumer durable loans.
Inferences of these findings have been dealt
with in detail in the next chapter titled as
Findings & Discussion.

Average Score of Financial Institutions dealing in Personal Loans (Fig 3.1)
1. Loan application process (Fig 3.1.1)
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2. Lender’s public information (Fig 3.1.2)
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3. Fee and charges(Fig 3.1.3)
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4. Loan servicing (Fig 3.1.4)
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5. Financial Inclusion (Fig 3.1.5)
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Average Score of Financial Institutions dealing in Consumer Durable Loans (Fig 3.2)
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3. Fee and charges (Fig 3.2.3)
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4. Loan Servicing (Fig 3.2.4)
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5. Financial Inclusion (Fig 3.2.5)
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Let us again reiterate that the concept of socially
desirable answers leads us to a premise. That is,
more the socially desirable answers, the more
responsible the lenders are. After scoring of the
data, tables have been created. These tables show
the findings in both the consumer loan categories
separately.
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ICICI Bank Ltd

Home Credit India
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Home Credit India
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The first table shows ‘scores given to answers
(on Personal Loans) by respondents,’ for 41
questions. For the next table, Weighted Average
Method has been applied. This has been done by,
adding up the assigned weightage to the answers
and then measure it with reference to the scores
for each set of parameters.
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Table 3.5 Group Cluster Allotment For Personal Loans
Regular

Standard

Good

Excellent

Loan application
process

HDBFS, ICICI Bank,
Bajaj Finserv, Tata Capital

Punjab National Bank,
Fullerton India, Axis Bank,
Standard Chartered Bank,
Home Credit

Lender’s public
information

Standard Chartered Bank

Punjab National Bank,
Fullerton India, Axis Bank,
HDBFS, ICICI Bank, Bajaj
Finserv, Tata Capital, Home
Credit

Fee and charges

HDBFS

Punjab National Bank,
Fullerton India, Axis Bank,
ICICI, Bajaj Finserv, Standard Chartered Bank, Tata
Capital, Home Credit

Loan servicing

HDBFS

Punjab National Bank,
Fullerton India, Axis Bank,
ICICI, Bajaj Finserv, Standard Chartered Bank, Tata
Capital, Home Credit

Financial Inclusion

Punjab National Bank,
Fullerton India, Axis Bank,
ICICI, Bajaj Finserv, Standard
Chartered Bank, Tata Capital,
HDBFS, Home Credit

Standard Chartered Bank,
Tata Capital

Table 3.6 Group Cluster Allotment For Consumer Durable Loans
Regular

Standard

Good

Excellent

Loan application process

ICICI Bank

HDBFS, Home Credit, Bajaj Finserv

Lender’s public information

Home Credit

HDBFS, ICICI Bank, Bajaj Finserv

Fee and charges

HDBFS

ICICI Bank, Home Credit, Bajaj Finserv

Loan servicing

HDBFS

ICICI Bank, Home Credit, Bajaj Finserv

Financial Inclusion

HDBFS, Home Credit,
Bajaj Finserv

ICICI Bank

The above table depicts the groups allotted to
the financial firms, according to the scores, with
reference to both personal and consumer durable
loans. All the participating companies fall under
the grade of either good or excellent. They are
scoring well in their performance on parameters
of Responsible Lending.
WEBSITE ANALYSIS
Internet is a technologically oriented personalised
medium of contacting and getting in touch
with the customers and prospects of a firm.
Digital platform has become most sought after

by the consumers in India. This has been more
rapid in the last five years due to the growing
popularity of mobile commerce. It was
thus very critical for us to measure the
parameters of Responsible lending through
Website analysis.
We conducted the website analysis to understand
its effectiveness in making the process of lending
easier for the borrowers. Our aim has been to
measure how responsible the companies are in
terms of the ease, accessibility, understanding
and transparency with the customers.
Research Period: July 2017 to December 2017
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Website analysis was conducted in two parts:
i. Content analysis
a. 
We searched for answers of the
questions which have been asked in the
questionnaire
ii. Website evaluation.
a. 
This evaluation has been done on
the basis of six parameters namely;
EMI calculator presence, Eligibility
calculator presence, Documentation
& Charges, Attractiveness & Interactiveness, Availability of information
in vernacular languages, and finally
informative and communication. All
of these have been further defined and
explained in this chapter.
All the firms had websites. However, in case of
personal loans, we found that many important
pieces of information were unavailable on the
websites. This included minimum amount of
loan which the lender organisation can award.
The complete fee structure for the borrower was
also not available.

• Tata Capital - www.tatacapital.com
• Home Credit - www.homecredit.co.in
• Aeon Credit - www.aeoncredit.co.in
• Punjab National Bank- www.pnbindia.in
• Fullerton India- www.fullertonindia.com
• Axis Bank- www.axisbank.com
• Standard Chartered Bank- www.sc.com/in
• Shri Ram Finance- /www.shriramcity.in/
• Aditya Birla Finance- www. adityabirlafinance.com/
• State Bank of India- www.sbi.co.in
• HSBC Bank- www.hsbc.co.in
• CitiBank- www.online.citibank.co.in
WEBSITE CONTENT ANALYSIS
Website content analysis is the process wherein
we search for the answers of the questionnaire
on the company’s website and check if the
answers are same as we received through the
questionnaires. It is basically the corroboration
of facts of the primary survey and the website.
This helps us to understand how the website is
aiding the concept of responsible lending.

The same scenario existed for consumer durable
loans. Some questions of our survey remain
unanswered like number of signatures during
loan process and availability of accurate EMI
calculator etc. Though all companies have
websites and have their online presence but
still they do not manage to fulfil the criterion
or the needs of the customers through their
websites.

WEBSITE CONTENT ANALYSISPERSONAL LOANS
1. What is the minimum amount of loan you
lend?
• PNB –Rs. 50000
• Fullerton India Credit Company Limited –
UA
• Axis bank – Rs. 50000
• HDBFS Bank – UA
• ICICI bank –Rs. 50000
• Bajaj Finserv– UA
• Standard Chartered bank – UA
• Tata Capital – UA

We have visited the following websites of our
sample firms for this study:
• Bajaj Finserv - www.bajajfinserv.in
• HDBFS Bank - www.hdbfs.com
• ICICI Bank –- www.icicibank.com
• Capital First - www.capitalfirst.com

2. No. of documents required to apply for a loan
• PNB –UA
• Fullerton India Credit Company Limited – 8
• Axis bank –  9
• HDBFS Bank – 6
• ICICI bank – 4
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• Bajaj Finserv– 5
• Standard Chartered bank – 4
• Tata Capital – 5
3. No. of signatures required during loan
application process. Kindly name them.
• PNB – NA
• Fullerton India Credit Company  Limited
– NA
• Axis bank –  NA
• HDBFS Bank – NA
• ICICI bank – NA
• Bajaj Finserv– NA
• Standard Chartered bank – NA
• Tata Capital – NA
4. 
Does the lender provide online loan
application?
• PNB – Yes
• Fullerton India Credit Company Limited
– Yes
• Axis bank – Yes
• HDBFS Bank – Yes
• ICICI bank – Yes
• Bajaj Finserv– Yes
• Standard Chartered bank – Yes
• Tata Capital – Yes
5. Is there a specific requirement of an
applicant's occupation on the form?
• PNB – Yes
• Fullerton India Credit Company Limited –
Yes
• Axis bank – Yes
• HDBFS Bank – Yes
• ICICI bank – Yes
• Bajaj Finserv– Yes
• Standard Chartered bank –Yes
• Tata Capital – Yes
6. Number of days from time of submitting
documents till disbursal of loan
• PNB – NA

• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
7. Is the fee structure explicitly stated on a
written contract/ loan summary?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank –NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
8. Does the lender provide a loan summary?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
9. Does the lender have a website?
• PNB –Yes
• Fullerton India Credit Company Limited –
Yes
• Axis bank – Yes
• HDBFS Bank –Yes
• ICICI bank –Yes
• Bajaj Finserv–Yes
• Standard Chartered bank
–Yes
• Tata Capital – Yes
Research Period: July 2017 to December 2017
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10. Does the website contain an accurate loan
EMI calculator?
• PNB –No
• Fullerton India Credit Company Limited –
Yes
• Axis bank – Yes
• HDBFS Bank –Yes
• ICICI bank –Yes
• Bajaj Finserv–Yes
• Standard Chartered bank –Yes
• Tata Capital – Yes
11. Is the complete fee structure available on
the company's website?
• PNB –No
• Fullerton India Credit Company Limited –
No
• Axis bank – No
• HDBFS Bank –No
• ICICI bank –No
• Bajaj Finserv–No
• Standard Chartered bank – No
• Tata Capital – No
12. Are there any other fee and charges which
are not listed on the loan summary/ contract?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
13. Is the foreclosure free or are there any charges?
• PNB –Yes
• Fullerton India Credit Company Limited –
Yes
• Axis bank – Yes
• HDBFS Bank –No
• ICICI bank –No
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• Bajaj Finserv–No
• Standard Chartered bank –UA
• Tata Capital – Yes
14. Does the lender require written consent
of applicant on the fee structure prior to
underwriting?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
15. Does the lender give a confirmation call or
SMS after receiving the EMI payment?
• PNB –NA
• Fullerton India Credit Company Limited
–NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
16. Does the lender provide insurance service?
• PNB –No
• Fullerton India Credit Company Limited
–No
• Axis bank – No
• HDBFS Bank –Yes
• ICICI bank –Yes
• Bajaj Finserv–No
• Standard Chartered bank – No
• Tata Capital – No
17. Is the penalty fee structure clearly defined
in the loan summary/ contract?
• PNB –NA
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• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
18. Does the lender remind customers for
upcoming EMIs via SMS/ call?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
19. Does the lender charge a fee for foreclosure
of loan?
• PNB –Yes
• Fullerton India Credit Company Limited
–Yes
• Axis bank – Yes
• HDBFS Bank –No
• ICICI bank –No
• Bajaj Finserv–No
• Standard Chartered bank –UA
• Tata Capital – Yes
20. Does the lender offer 0% interest in its
portfolio?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA

• Tata Capital – NA
21. Does the lender call and inform the
customer before charging late payment fee for
non-receipt of EMI?
• PNB –NA
• Fullerton India Credit Company Limited
–NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
22. Are the late payment fee charged more than
once within D+30?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank –NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
23. Does the lender call and inform the
customer after charging Late Payment Fee for
non-receipt of EMI?
• PNB –NA
• Fullerton India Credit Company Limited
–NA
• Axis bank –NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
24. Does the lender tell the customer about
late fee on the phone if EMI is bounced?
• PNB –NA
Research Period: July 2017 to December 2017
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• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
25. If customer calls the finance company to
say that he/ she wants to delay the EMI for few
days, does the finance company allow this free
of cost or do they charge their bounce penalty
as per their rules?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank –NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
26. Does the lender provide multiple
repayment channels?
• PNB –Yes
• Fullerton India Credit Company Limited –
Yes
• Axis bank –Yes
• HDBFS Bank –Yes
• ICICI bank –Yes
• Bajaj Finserv–Yes
• Standard Chartered bank –Yes
• Tata Capital – Yes
27. Does the lender provide an opportunity to
change your EMI date?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
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• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
28. Does the lender provide an opportunity to
skip an EMI and prolong your tenor by a month?
• PNB –NA
• Fullerton India Credit Company Limited
–NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
29. Does the lender provide cool-off period?
• PNB –NA
• Fullerton India Credit Company Limited
–NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
30. Length of cool-off period
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank –NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
31. Does the lender have a call centre?
• PNB –UA
• Fullerton India Credit Company Limited –
Yes
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• Axis bank – Yes
• HDBFS Bank –UA
• ICICI bank –UA
• Bajaj Finserv–Yes
• Standard Chartered bank –Yes
• Tata Capital – Yes
32. Does the call centre operate 24 x 7?
• PNB –UA
• Fullerton India Credit Company Limited –
UA
• Axis bank – UA
• HDBFS Bank –UA
• ICICI bank –UA
• Bajaj Finserv–UA
• Standard Chartered bank –UA
• Tata Capital – UA
33. Does the lender provide NOC document
after the loan is paid off ?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank –NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
34. Does the lender charge any fee for the
NOC?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
35. Is foreclosure of loan allowed?
• PNB –Yes

• Fullerton India Credit Company Limited –
Yes
• Axis bank –Yes
• HDBFS Bank –No
• ICICI bank –No
• Bajaj Finserv–No
• Standard Chartered bank –UA
• Tata Capital – Yes
36. Does the lender have a mobile app?
• PNB –Yes
• Fullerton India Credit Company Limited –
Yes
• Axis bank – No
• HDBFS Bank –Yes
• ICICI bank –Yes
• Bajaj Finserv–Yes
• Standard Chartered bank –Yes
• Tata Capital – Yes
37. Can the customers contact the lender using
online means like social media/ website etc?
• PNB –Yes
• Fullerton India Credit Company Limited –
Yes
• Axis bank –Yes
• HDBFS Bank –Yes
• ICICI bank –Yes
• Bajaj Finserv–Yes
• Standard Chartered bank –Yes
• Tata Capital – Yes
38. Does the lender provide CD loans without
collateral?
• PNB –No
• Fullerton India Credit Company Limited –
No
• Axis bank – No
• HDBFS Bank –No
• ICICI bank –No
• Bajaj Finserv–No
• Standard Chartered bank –No
• Tata Capital – No
Research Period: July 2017 to December 2017
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39. Does the lender have any regular
initiatives that provide financial literacy to the
population?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank – NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
40. Does the lender provide any financial
literacy document to the customer?
• PNB –NA
• Fullerton India Credit Company Limited
–NA
• Axis bank –NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
41. Does the lender provide the customer's
CIBIL score at any time during the loan cycle?
• PNB –NA
• Fullerton India Credit Company Limited –
NA
• Axis bank – NA
• HDBFS Bank –NA
• ICICI bank –NA
• Bajaj Finserv–NA
• Standard Chartered bank –NA
• Tata Capital – NA
WEBSITE CONTENT ANALYSISCONSUMER DURABLE LOANS
1. What is the minimum amount of loan
you lend?
• Bajaj Finserv - N.A.
• HDBFS Bank – Rs.40,000
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• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital – Rs. 10,000 (same for both
salaried and self-employed customer)
• Home Credit – N.A.
• Aeon Credit – N.A.
2. No. of documents required to apply for
a loan
• Bajaj Finserv – Minimum 6 documents
are required for this loan. Valid income
document, photo id proof, residence proof
and PDC's/ECS. One cancelled cheque in
case of ECS. For Credit program additional
document(s) are required like photocopy of
front side of credit card, employee ID proof
& visiting card, photocopy of RC book
(N.A. for vehicles registered after 2004 &
commercial cars), Bajaj Finserv existing loan
repayment loan account number/schedule
(subject to not later than 18 months old),
any other NBFC/bank repayment schedule
and latest salary slip.
• HDBFS Bank – 5 minimum documents
for salaried customers – latest photo/salary
slip, ID/Sign/residence address proof,
previous three months bank statement and
4 minimum documents for self-employed
customers - previous 2 years ITRs with
statement of computation of income, C.A.
certified or audited Profit & Loss Account
statement, Balance sheet of previous 2 years,
Bank state of previous 6 months.
• ICICI Bank - N.A.
• Capital First – Minimum 3 documents are
required i.e. DOB/ID/Residence proof
• Tata Capital – The mandatory documents
are 4 namely, PAN card, residential
address proof, one latest photo and one
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security cheque. For salaried customer5 documents-ID proof, completed
application from, address proof, income
proof and bank statements of last three
months. For self-employed customer7 documents - ID proof, completed
application from, Address proof, income
proof, latest monthly bank statement,
repayment should be from should be from
Proprietorship A/c or Savings A/c only and
in case of repayment from Proprietorship
A/c, Shops and Establishments Act License
with Proprietor Name or verified ECS with
proprietorship stamp is required.
• Home Credit – N.A.
• Aeon Credit – The minimum number
of documents required are 5 namely,
a Passport size photograph, valid income
proof document, photo id, residence proof
and PDC's/ACH. Additional documents
may be required depending upon AEON
Credit Service discretion.
3. No. of signatures required during loan
application process. Kindly name them.
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank- N.A.
• Capital First – N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit – N.A.
4. Does the lender provide online loan
application?
• Bajaj Finserv – Yes
• HDBFS Bank –Yes
• ICICI Bank - N.A.
• Capital First – Yes
• Tata Capital – Yes
• Home Credit – Yes

• Aeon Credit – N.A.
5. Is there a specific requirement of an
applicant's occupation on the form?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – N.A.
• Tata Capital – N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
6. TAT for underwriting process for new
customers
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital – N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
7. Is the fee structure explicitly stated on a
written contract/ loan summary?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital – N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
8. Does the lender provide a loan summary?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital – N.A.
• Home Credit - N.A.
• Aeon Credit – N.A.
9. Does the lender have a website?
• Bajaj Finserv – Yes - www.bajajfinserv.in
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• HDBFS
Bank
–
Yes
www.HDBFSbank.com
• ICICI Bank – Yes - www.icicibank.com
• Capital First – Yes - www.capitalfirst.com
• Tata Capital – Yes - www.tatacapital.com
• Home Credit – Yes - www.homecredit.
co.in
• Aeon Credit – Yes - www.aeoncredit.co.in

• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – Not free. Charges apply.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit – Foreclosure is not free.
There are charges.

10. Does the website contain an accurate loan
EMI calculator?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital – N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.

14. Does the lender require written consent
of applicant on the fee structure prior to
underwriting?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.

11. Is the complete fee structure available on
the company's website?
• Bajaj Finserv – N.A.
• HDBFS Bank – N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.

15. Does the lender give a confirmation call or
SMS after receiving the EMI payment?
•Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit – N.A.

12. Are there any other fee and charges which
are not listed on the loan summary/ contract?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.

16. Does the lender provide insurance service?
• Bajaj Finserv – Yes
• HDBFS Bank – Yes
• ICICI Bank – Yes
• Capital First – Yes
• Tata Capital – Yes
• Home Credit – Yes
• Aeon Credit – Yes

13. Is the foreclosure free or are there any
charges?
• Bajaj Finserv – No charges for foreclosure
of loan
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17. Is the penalty fee structure clearly defined
in the loan summary/ contract?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
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• Capital First – N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
18. Does the lender remind customers for
upcoming EMIs via SMS/ call?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
19. Does the lender charge a fee for foreclosure
of loan?
• Bajaj Finserv - There are absolutely no
charges or penalty for foreclosing your loan
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – Yes
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit – Yes
20. Does the lender offer 0% interest in its
portfolio?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
21. Does the lender call and inform the
customer before charging late payment fee for
non-receipt of EMI?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.

• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
22. Are the late payment fee charged more than
once within D+30?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank – N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
23. Does the lender call and inform the
customer after charging Late Payment Fee for
non-receipt of EMI?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
24. Does the lender tell the customer about
late fee on the phone if EMI is bounced?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
25. If customer calls the finance company to
say that he/ she wants to delay the EMI for few
days, does the finance company allow this free
of cost or do they charge their bounce penalty
as per their rules?
• Bajaj Finserv - N.A. If customer delays in
EMI, penalty charges are there.
• HDBFS Bank – N.A.
Research Period: July 2017 to December 2017
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• ICICI Bank - N.A.
• Capital First – No such facility of changing
EMI date.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A. for EMI delay but there
is EMI overdue charge/late payment charge
26. Does the lender provide multiple
repayment channels?
• Bajaj Finserv – N.A.
• HDBFS Bank – Yes
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit – Yes
• Aeon Credit – Yes
27. Does the lender provide an opportunity to
change your EMI date?
• Bajaj Finserv - N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – No
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
28. Does the lender provide an opportunity
to skip an EMI and prolong your tenor by a
month?
• Bajaj Finserv - N.A.
• HDBFS Bank – N.A.
• ICICI Bank - N.A.
• Capital First – No
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
29. Does the lender provide cool-off
period?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
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• ICICI Bank - N.A.
• Capital First – N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
30. Length of cool-off period
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit – N.A.
31. Does the lender have a call centre?
• Bajaj Finserv – Yes
• HDBFS Bank – Yes
• ICICI Bank – Yes
• Capital First – Yes
• Tata Capital – Yes
• Home Credit – Yes
• Aeon Credit – Yes
32. Does the call centre operate 24 x 7?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank – No (9 a.m. to 6 p.m.)
• Capital First – N.A.
• Tata Capital – No
• Home Credit – No
• Aeon Credit – No
33. Does the lender provide NOC document
after the loan is paid off ?
• Bajaj Finserv – Yes (customer may download
NOC from website or visit branch for the
same)
• HDBFS Bank – N.A.
• ICICI Bank - N.A.
• Capital First – Yes
• Tata Capital – N.A.
• Home Credit – N.A.
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• Aeon Credit - N.A.
34. Does the lender charge any fee for the NOC?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – N.A.
• Tata Capital - N.A.
• Home Credit – N.A.
• Aeon Credit - N.A.
35. Is foreclosure of loan allowed?
• Bajaj Finserv – Yes
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – Yes
• Tata Capital - N.A.
• Home Credit – N.A.
• Aeon Credit – Yes
36. Does the lender have a mobile app?
• Bajaj Finserv –Yes
• HDBFS Bank – Yes
• ICICI Bank – Yes
• Capital First – Yes  
• Tata Capital – Yes
• Home Credit – Yes
• Aeon Credit – Yes
37. Can the customers contact the lender using
online means like social media/ website etc?
• Bajaj Finserv – Yes (email id: wecare@
bajajfinserv.in; Website: www.bajajfinserv.
in; call 020-3957 5152)
• HDBFS Bank – Yes (https://www.
HDBFSbank.com/personal/customercentre)
• ICICI Bank – Yes (https://www.icicibank.
com/feedback.page?)
• Capital First – Yes (http://www.capitalfirst.
com/contact-us) (http://www.capitalfirst.
com/complaints)
• Tata Capital – Yes (https://www.

tatacapital.com/contact-us/customergrievances.htm)
• Home Credit – Yes (https://www.
homecredit.co.in/contactus.aspx)
• Aeon Credit – Yes (https://www.
aeoncredit.co.in/contact.html)
38. Is it mandatory to have a credit card to
apply for a loan with the lender?
• Bajaj Finserv – No. It is not compulsory
but in case customer has credit card one
should enter its details as this will ease the
processing and less documentation will
then be needed.
• HDBFS Bank – N.A.
• ICICI Bank – N.A.
• Capital First – N.A.
• Tata Capital – N.A.
• Home Credit – N.A.
• Aeon Credit - N.A.
39. Is it mandatory to have a bank account to
apply for a loan with the lender?
• Bajaj Finserv – Yes
• HDBFS Bank – Yes
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
40. Does the lender provide any financial
literacy document to the customer?
• Bajaj Finserv – N.A.
• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First - N.A.
• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.
41. Does the lender provide the customer's
CIBIL score at any time during the loan cycle?
• Bajaj Finserv - N.A.
Research Period: July 2017 to December 2017
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• HDBFS Bank - N.A.
• ICICI Bank - N.A.
• Capital First – Yes (post closure of loan the
CIBIL report is updated by Capital First)

WEBSITE EVALUATION
These evaluation parameters make it easy for us
to understand that what the website really needs
to work on and which company actually caters

• Tata Capital - N.A.
• Home Credit - N.A.
• Aeon Credit - N.A.

all the sets of people in the best possible manner.
We have done the evaluation on the basis of our
five parameters based on discussion with experts
on the theme of responsible lending:

Table 3.7 Website Evaluation Parameters for Navigator Responsible Lenders
S No.

Parameters

Significance

1

EMI Calculator

Every Company needs to have an EMI calculator so that the borrower can easily know that
how much money will have to be set aside every month to pay off the loan.

2

Eligibility calculator

The borrower needs to know if he or she is eligible for the loan. Getting to know easily
through the calculator will ease his lending process.

3

Documentation and
charges

The website needs to put the documents required for the loan and the charges & fee involved
in the loan to be mentioned on the website; this will decrease duplication of efforts and time
and the borrower will easily go through the loan.

4

Attractiveness and
interactive

The website should be user friendly and should be attractive enough to make the customer
look through the requirements of the loan. The website should be easy to understand.

5

Vernacular

The website of the company should be able to cater to different sets of people belonging to
different areas. Everyone might not be well versed in English so the website should have an
option for the other languages.

6

Informative and
communication

The lending company should understand that the website is accessible to a large amount of
people across the regions they operate and everywhere so the website should be able to
communicate to the borrower the benefits and features of the loan from their company.

1. BAJAJ FINSERV
Bajaj Finserv Limited, a part of Bajaj Holdings
& Investments Limited, is a financial services
company focused on lending, asset management,
wealth management and insurance. Its subsidiary
Bajaj Finance Limited is a Non- Banking
Finance Company engaged in consumer finance,
SME finance, commercial lending, and wealth
management.
Overall, we can see that the features and
benefits are well explained on their respective
websites. They are doing well in terms of
responsible lending by providing the above
mentioned features. All these features are a part
of responsible lending.
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2. C
 APITAL FIRST
Capital First Ltd is a leading Financial Institution
in India focused on providing debt financing to
MSMEs and Indian consumers. Capital First
was founded in 2012 by Mr. V. Vaidyanathan
(@vaidyanathan19) who acquired a stake in an
existing NBFC, then secured an equity backing
of 8.10 billion from global Private Equity player
Warburg Pincus, and concluded a Management
Buyout of the company including an open offer
to the public, new shareholders, reconstitution of
a new Board, raising Rs 1.00 billion in fresh equity
through preferential allotment, and creation of
a new brand called Capital First. The founding
theme of Capital First is that financing India’s
50 million Indian Enterprises and emerging
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middle class, with a differentiated model, based
on new technologies provides a large and unique
opportunity.
Overall, we can see that few of the features are
presented well on the website. They are not doing
well in terms of responsible lending. They need
to include more aspects in their website making
it feature rich and thus reflecting responsible
lending.
3. TATA CAPITAL
Tata Capital Limited was established in 2007
with the sole aim of providing focused and
transparent financial solutions to help people
realize their dreams. Being a subsidiary of the
legendary Tata Sons Limited, we strive hard to
make this happen.
Our pursuit gave birth to Tata Capital Financial
Services Limited, a one-stop financial service
provider that caters to the diverse needs of retail,
corporate and institutional customers across
businesses. Registered with the Reserve Bank of
India as a Systemically Important Non Deposit
Accepting Non-Banking Financial Company
(NBFC), the company operates across various
areas of business namely the Commercial Finance,
Infrastructure Finance, Wealth Management,
Consumer Loans and distribution and
marketing of Tata Cards. Today, Tata Capital
Financial Services Limited is 100 branches old
and counting.
The website is quite detailed enough including
frequently asked questions and is moving towards
responsible lending.
4. HOME CREDIT
Home Credit is one of India’s fastest growing
non-banking financial company with operations
in 77 cities, across 15 states and 11,000 pointsof-sale (PoS) through which we cater to over 3

million customers. We are committed to drive
credit penetration and financial inclusion by
offering financial solutions that are simple,
transparent and accessible to all. Home Credit
India has also been recognized by Aon Hewitt
as a 'Regional AON Best Employer 2017' for
employer excellence.
The website needs to update even more information
on many aspects of responsible lending. They need
to be more detailed in their features like emphasis
on fees and charges, documents needed for loan,
financial inclusion and NOC.
5. FULLERTON INDIA
Since its launch in January 2007, Fullerton
India has successfully and strongly established
itself, spread across the country's broad financial
landscape, with a network of over 528 branches
and serving over 1.6 million customers.
The website needs to update much of information
on many aspects of responsible lending. They
need to include detail on fees and charges, loan
application process, financial inclusion and
lenders’ public information. Then only will they
be moving towards responsible lending, in terms
of their website.
6. SHRIRAM FINANCE
Shriram City Union Finance (Shriram City) was
established in 1986, and is part of the three decadeold Shriram Group. As a deposit-accepting nonbanking financial company (NBFC), Shriram City
is today India's premier financial services company
specializing in retail finance. The Consumer
Finance business of the group had its origins from
the needs of the Chit Funds customers and was
started in year 2002 as a separate business unit,
Shriram City Union Finance Ltd.
The basic details like charges and fees should
be mentioned in detail. A section of frequently
Research Period: July 2017 to December 2017
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asked questions shall also be given. Detailed
information on all aspects of responsible lending
shall be provided.
7. ADITYA BIRLA FINANCE
Aditya Birla Finance Limited (ABFL) is one
of India's most reputed non-banking financial
companies (NBFC). It was incorporated in
1991and was certified as ISO 9001:2008 across
allits core functional processes in March 2013
by BSI, a leading global independent business
services organization. We offer customized
solutions in areas of Capital Market, Corporate
Finance, Commercial Real Estate & Mortgages
and Infrastructure Project & Structured Finance.
There appears to be scope for improvement for
the financial institution so far as it website content
is concerned. An EMI calculator and an easy
explanation of the loan application procedure
can be added into the website’s content.
8. HDBFS
HDB Financial Services (HDBFS) is a leading
Non-Banking Financial Company (NBFC) that
caters to the growing needs of an Aspirational
India, serving both Retail & Commercial Clients.
Incorporated in 2008, we are a well-established
business with strong capitalization. HDBFS is
accredited with CARE AAA & CRISIL AAA
ratings for its long-term debt & Bank facilities
and an A1+ rating for its short-term debt &
commercial papers, making it a strong and
reliable financial institution.
Our lines of business include – Lending and
BPO Services.
Overall, we can say that the website has taken
a positive step towards responsible lending by
providing details like EMI calculator and eligibility
detail. Other questions are also answered on the
website namely, documents and fees. Many other
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aspects shall be included in the website to make it
completely responsible enough.
9. ICICI BANK
ICICI Bank is India's largest private sector bank
with total consolidated assets of Rs. 9,860.43
billion (US$ 152.0 billion) at March 31, 2017
and profit after tax of Rs. 98.01 billion (US$
1.5 billion) for the year ended March 31, 2017.
ICICI Bank currently has a network of 4,850
Branches and 13,859 ATM's across India. ICICI
Bank was originally promoted in 1994 by ICICI
Limited, an Indian financial institution, and was
its wholly-owned subsidiary.
ICICI Bank has healthy financial parameters
and is one of India’s largest lenders in the
consumer and personal lending space. That said,
judged purely from the parameters of responsible
lending, there are some gaps, particularly in the
offline lending process that the bank can improve
upon.
10. STATE BANK OF INDIA
The Bank is actively involved since 1973 in nonprofit activity called Community Services Banking.
All our branches and administrative offices
throughout the country sponsor and participate
in large number of welfare activities and social
causes. Our business is more than banking because
we touch the lives of people anywhere in many
ways.
Our commitment to nation-building is complete
& comprehensive.
The State bank of India is not satisfying the
criteria as it is not providing adequate information
to the borrowers about the lending process. The
personal loan is divided into two categoriesXpress credit loan and SBI Pension loan. The
bank is only providing some information in a
downloadable pdf.
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11. STANDARD CHARTERED BANK
SCB is India's largest international bank with 99
branches in 42 cities, and we've been operating
here since 1858. We use our global capabilities
and deep local knowledge in India to provide a
wide-range of products and services to meet the
needs of our individual and business customers.
The website has flair in terms of looks and design,
but has scope for improvement by making richer
in content detail and information.
12. AXIS BANK
Axis Bank is the third largest private sector bank
in India. The Bank offers the entire spectrum of
financial services to customer segments covering
Large and Mid-Corporates, MSME, Agriculture
and Retail Businesses.
The bank has a large footprint of 3,304 domestic
branches (including extension counters) and
14,163 ATMs across the country as on 31st
March 2017.
The website’s look doesn’t make the borrower
feel the lending easy as so many options are filled
on one page there by making it difficult for the
borrower to understand about the lending process.
13. PUNJAB NATIONAL BANK
Punjab National Bank, India’s first Swadeshi
Bank, commenced its operations on April 12,
1895 from Lahore, with an authorised capital of
Rs 2 lakh and working capital of Rs 20,000. The
far-sighted visionaries and patriots like LalaLajpat
Rai, Mr. E C Jessawala, Babu Kali Prasono Roy,
LalaHarkishan Lal and SardarDyal Singh Majithia
displayed courage in giving expression to the spirit
of nationalism by establishing the first bank purely
managed by the Indians with Indian Capital.
We identified several gaps in terms of the adequacy
of the information provided to the borrowers,
which makes its a challenge to understand for

the mass market borrowers. Those gaps can be
fulfilled by a more clear and simple formulation
of the options that the borrowers have.
14. HSBC BANK
HSBC is one of the world’s largest banking
and financial services organisations. We serve
around 38 million customers through four
global businesses: Retail Banking and Wealth
Management, Commercial Banking, Global
Banking and Markets, and Global Private
Banking. Our network covers 67 countries and
territories in Europe, Asia, the Middle East and
Africa, North America and Latin America.
The website of HSBC bank is the only
website that gives the application form in
multiple languages. The website has scope for
improvement, both in content and information
for a better orientation and understanding of the
borrowers. It’s not much user friendly therefore
not aiding the lending process. It doesn’t let the
user’s trust build up on the bank.
15. CITIBANK
Citi began operations in India over a century
ago in 1902 in Kolkata and today is a significant
foreign investor in the Indian financial market.
As promoter-shareholder, Citi has played a
leading role in establishing important market
intermediaries such as depositories, credit bureau,
clearing and payment institutions. Citi helped lay
the foundation of the Indian software industry
by establishing Citicorp Overseas Software Ltd.
and Iflex Solutions Ltd.; it pioneered the ITES
industry in financial services through Citigroup
Global Services Ltd. (CGSL). Oracle acquired
Iflex in 2005 and CGSL was acquired by Tata
Consultancy Services in 2008. Citi India added two
more green certified buildings to its office premises
in 2012, and in 2013 moved its headquarters to
The First International Financial Centre (FIFC),
a world-class environmentally friendly building.
Research Period: July 2017 to December 2017
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In addition, Citi India, through its network of
Citi Service Centres, has been a leading off shoring
unit for Citigroup globally, providing employment
opportunities in the areas of technology,
processing, analytics and financial processes.
The website shows the contents in a simple and
decent manner. The website is pleasant and
understandable. The website properly explains
the benefits and features and eases the lending
process thereby supporting the responsible
lending concept.
14. AEON CREDIT
We’re a Japanese Non-Bank Financial Institution
registered with Reserve Bank of India based in
Mumbai. We provide value added consumer
financial services that is competitive, convenient
and fulfils the lifestyle needs of Indian consumers.
We value your relationship and we will continue
to strive harder in providing you with excellent
customer service and ensuring you with the best
of experience in all our products offerings.
We believe in “Everything we do, we do for our
customers”.
The website of Aeon Credit shows all the features
and benefits properly. The interest scheme details
are provided on the website which makes it easy
for the customer to understand the process.
GENERAL CONCLUSIONS FROM THE
WEBSITE EVALUATIONS
The website of Bajaj Finserv offers a relevant
point regarding loans like EMI calculator and
website makes the loan procedure easy enough
to understand. Capital first has a feature of
eligibility calculator. Interest rate, tenure and
EMI calculator is covered by Tata Capital. Home
Credit focuses on documents needed for loan,
eligibility criteria, interest rate and EMI. Fullerton
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India provides an app especially for loans which
is commendable enough. Shriram Finance
comprises EMI, fees, documentation and interest
rate on their website. Aditya Birla Finance covers
documentation regarding personal loan. Even
HDBFS bank is user friendly and covers aspects
like features, documentation, EMI, eligibility,
rate, fees with brochure for loans. ICICI bank
comprises of proper eligibility calculator,
EMI calculator, features and documentation.
SBI doesn’t have even the EMI or eligibility
calculator. Though they have mentioned the rate
of interest and eligibility.Website of Standard
Chartered bank reflects lending process in brief
with documents requited for loan and EMI and
eligibility calculator. Axis bank is providing EMI
calculator, interest and charges with documents
information. Information provided by PNB
is only on interest rate. Moving onto HSBC
bank, here we find rate of interest, charges,
documentation, EMI calculator (for home loan)
and eligibility. Citibank gives information on fee
and charges, documentation, EMI and eligibility
calculator Aeon Credit deals in consumer
durable loans only. It is feature rich explaining
documentation and eligibility along with interest
rate and fees.
CONCLUSION
The website plays a crucial role in the lending
process since the customer tries to reach the
company through online means first as the
website is considered as a convenient means to
reach the company. But, if the website is not
having adequate information and tools then
the borrower may not opt for that particular
company. Our analysis shows that many of the
websites of the companies are almost meeting
our set standards.
When we went through the whole evaluation
process of the website, we found that many
companies were not good enough with their
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websites as many websites were missing out on
many important points like the information on
charges, user friendliness, eligibility calculator,
EMI calculator and even documentation. The
parameters we had set for the evaluation proves
that among all the major market players that were
part of our study Home Credit, Bajaj Finserv,
Tata Capital and some more financial firms
satisfy the essence of the concept of responsible
lending though only one of the financial firm is
satisfying the vernacular standard that is HSBC

bank. The companies have made an interactive
website which looks neat and pleasant at first
glance. The companies provide the eligibility
to take loan from them and the EMI they need
to pay for any particular amount of loan as well
that makes the loan process very simplified.
Though the websites of some firms like Fullerton
India, State Bank of India and Punjab National
Bank are not fulfilling some standards but still
they somehow manage to put everything in a
simplified and understandable manner.
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We

encapsulate the key findings from our
research in this chapter. The focus, clearly, is on
the primary objective of arriving at a state-ofthe-industry account on “responsible lending”
among key financial institutions in India.
For the sake of analyses, we have classified the
Navigator Study’s findings into five broad
parameters: loan application process, lenders’
public information, fees and charges, loan
servicing and financial inclusion. These serve
as the key gauges to assess organisations on best
practices of responsible lending.
1.	Loan Application Process: The application
process serves as the gateway for any loan. The
findings show that most of the companies that
the study covered had very good application
procedures in place. Most of the companies
were rated `Good and Excellent’ in this
specific aspect, which is a sign of a `responsible
lender’.
2.	Lenders’ Public Information: From a
lender’s point of view, responsible lending is
to act in a customer’s best interests, ensuring
affordability, transparency of terms and
conditions, and supporting a borrower
if they experience repayment difficulties.
Lenders have a responsibility to make sure
that borrowers understand the details of a
loan and carry out thorough checks on any
borrowers, so they can be confident that what
customers will receive will be suitable for their
circumstances. It is essential for the borrowers
to know about the details of the loan they are
opting for. The companies in the Navigator
Study were found to have fared very well on
this metric. Most of the companies were rated
‘Good’ or `Excellent.’
3.	Fees and Charges : In the process of taking
a loan, various charges and fees are involved.

The lender should communicate to the
borrower about all the fees and charges.
4.	Loan Servicing : Rapid technological changes
have catapulted customer value proposition
to the heart of modern banking operations. A
customer value proposition, by conventional
definition, is a description of the experiences a
target user will realize upon purchase and use
of a product. That is why loan servicing is a
critical parameter for responsible lending. The
lending firm should take care of the customer
and provide proper services to them. The
Navigator Study’s findings show the financial
institutions do appear to go the extra mile to
serve their customers.
5.	Financial Inclusion : For millions, a formal,
tenured loan from a finance company is
also a ticket to a world of financial services.
Besides freeing them from the clutches of
private money lenders, it also gives them a
“credit score” that vouches for their credit
worthiness. Non-banking finance companies
(NBFCs) and “Fintech” companies can play a
perfect role in helping people develop a habit
of using a bank account and to make their
first experience with loans in a safe manner.
For many, lack of necessary documentation
papers is one of the major barriers to securing
a loan from a formal lender. According
to a World Bank report, more than 200
million formal and informal micro, small
and medium-sized enterprises (MSMEs) in
emerging economies lack adequate financing
to thrive and grow. MSMEs cite a lack of
collateral and credit history, and business
informality as main reasons for not being
able to get a loan from a formal financial
institution. Many `Fintech’ companies and
the technologically innovative NBFCs are
coming out with new business models, risk
management techniques and loan products
Research Period: July 2017 to December 2017
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using non-conventional methods to give loans
to millions who are otherwise overlooked by
the conventional banks. Until not so long ago,
when assessing potential borrowers, lenders
have historically focused on limited types
of data that directly relate to the likelihood
of repayment, income tax statements, and
individuals' payment and credit histories. In
recent years, however, the emergence of a new
class of NBFCs and Fintech companies have
started considering non-traditional types of
data that are less obviously related to creditworthiness. Such companies are developing
behavioural models to determine a customer’s
credit-worthiness through a host of nontraditional variables. Behavioural data are
collated from a variety of sources, including
databases containing internet search histories,
shopping patterns, social media activity and
various other consumer-related inputs. Such
companies’ ground-level understanding of
their customers’ income and repayment
abilities, as also their credit needs, offer
them the advantage to create instruments
to suit their clients’ specific requirements,
and thus pushing the cause of financial
inclusion. Besides, lenders hold special
outreach and financial literacy events to share
relevant content in the form of personal
finance and savings tips. Such activities also
illustrate the supportive nature of the creditors,
thereby increasing consumer confidence
and creating a credible image that lenders
are dedicated to consumers’ financial wellbeing. Giving advice to potential and existing
customers about savings and how to manage
borrowing should be a normal standard
operating practice (SoP) embedded into a
responsible lender’s mandatory to-do check list.
	
The large volume of data that the survey
yielded is very rich in insight. All the data
were collated, tabulated and visualised using
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tools like histograms, which has thrown up
trends and patterns about responsible lending
practices in India that was otherwise not
obvious.
1.	
Loan Application Process: The survey’s
results showed that the ticket size of a personal
loan ranged from Rs 12,000 to Rs 75,000.
For consumer durables, the loan ticket size
ranged from Rs 1,000 to Rs 50,000. Allowing
lower ticket size loans is important from a
`responsible lending’ point of view to make
people from across the income scale eligible
to raise funds to buy goods that they cannot
afford to buy by making an upfront payment.
Financing schemes enable customers,
especially those with lower income levels, to
use future income streams to buy consumer
products and pay in instalments over a period.
Otherwise, a high minimum threshold for
personal and consumer durable loans will only
make people with higher income and greater
spending ability eligible to take loans, slowing
down the spread of financial inclusion.
	There exists a wide disparity among lenders on
documentation requirements. The number of
documents required to apply for a Personal
loan ranged from 2 to 6 and from 2 to 5 for
Consumer Durable loans. Fewer the papers
required for know your customer (KYC)
processes, lesser the hassle for borrowers. Small
and first time borrowers need handholding
with documentation formalities, given that
they are not well versed with the application
process.
	Likewise for signatures. The number of
signatures required ranged from 1 to 16 for a
personal loan and from 5 to 22 for a consumer
durable loan. As with documentation, fewer
the signatures required, faster will be the loan
disbursal process. KYC is the first and also
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the most important step that lenders take to
begin a relationship with customers. Reducing
the dependence on paper-based KYC can
significantly reduce time. Paper-based KYC
systems are expensive, as also time-consuming,
both from the customers’ and the institutions’
point of view. A paper-based customer
enrolment process can sometimes take up to
a week, if not more, for a transaction to be
concluded. A paper-less digital or electronic
e-KYC system, on the other hand, can help
loan disbursal in hours.
	
The time taken for a loan’s disbursal is
another important aspect. The survey
showed that for a personal loan, the number
of days taken from the time of submitting
documents to the amount getting credited
to the customers’ account ranged from 1 to
5. Loan disbursal was significantly quicker
for consumer durable loans. It ranged from
5 minutes to 5 days. Borrowers want the
disbursal of loan at the earliest possible. For
any borrower, a loan has a time bound specific
requirement—buying a consumer durable,
funding children’s education, meeting medical
expenses, a personal emergency or any other
need. Therefore, the fewer the number of days
required to disburse a loan, the better it is for
the borrower.
2.	Lenders’ public information: Most lenders
provide the loan application online. Hyperefficient innovations will drive business
decisions. Companies that focus on lateral
or horizontal thinking will stay ahead of
competition as revenue models will have to
foresee or, at the very least, keep pace with
technological developments and customer
expectations. In a new `smart’ world,
technology will form the back-bone of
revealing and delivering people’s preferences.
Digitisation is inevitable. Smart financing

is about adapting the fruits of technology
through models that are scalable, profitable
and, importantly, commercially more
responsible through focussed, rather than
templatised customer value propositions.
	
For instance, online loan application with
other features like accurate EMI calculators
should be a standard feature in lending
companies’ websites. Borrowers are always
curious to know about their relevant EMI
amount. For the first time borrowers, it is
always more helpful if they knew about the
actual monthly payment to repay the loan,
rather than an interest rate expressed in
percentage terms, which many find difficult
to understand given that such borrowers are
not usually financially savvy. The website
should also contain the basic essential
information about the loans. Most of the
lenders have complete fees structure available
on their company website. The survey’s
findings show that, on the whole, lenders
disclose all relevant information including
fees and charges, and an EMI calculator on
their websites. Most lenders also disclose
information about fees and penalties on
defaults and delayed repayments. The
lenders’ websites, at least in general, contain
information that make customers aware of
what happens in case of a default and how
customers may communicate to avoid paying
these penalties.
3.	Fee and Charges: The `fee’ the lenders charge
from borrowers is another critical responsible
lending characteristic. In the survey, all the
respondents stated as ‘Yes’ to the question
whether the charges are explicitly stated on
a written contract/ loan summary. Most
lenders responded in the affirmative when
asked whether they provide a loan summary
to their borrowers.
Research Period: July 2017 to December 2017
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	The tricky bit is about the so-called “hidden
charges”. Most respondents to the survey said
that there were no other fee or charges listed
on the loan summary/ contract. Every charge
should be made clear and disclosed to the
customer before signing loan contract.
	For consumer durables, some lenders offer
“zero-interest”
schemes.
Zero-interest
consumer durables finance schemes are
generally available at the dealer location (point
of sale) or the showroom.
	
For consumer durable loans, the survey
found out that all lenders required applicants
to disclose their occupation in the loan
application.
	The data showed that all the lenders in the
survey clearly laid down, in a well-defined and
transparent manner, the penalties and fees.
This makes the relationship cleaner and helps
in hassle-free loan execution.
	According to a few lenders, the foreclosure/
pre-payment is free of charge, while some
others say they impose a fee for early repayment
of loans. Whatever maybe the case, it is only
prudent that the lender transparently disclose
these conditions, fees and other charges
upfront. The survey’s findings show that some
lenders require the applicant/prospective
borrower to give a written consent on the
fee structure before the loan is sanctioned
and disbursed. As a responsible lending
measure, lenders should also offer a printed
loan summary as a standard practice. This is
a healthy practice, as it places the costs of the
loan on record transparently, both for the
borrower and the lender.
4.	Loan Servicing: It is incumbent upon the
lender to make reasonable enquiries before
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agreeing to offer a loan. The lender needs
to be satisfied that: the credit provided will
meet the borrower’s needs and objectives; the
borrower will be able to make the payments
under the loan, without suffering substantial
hardship. It is important for both partners—
the lender and the borrower—to work in an
open environment of trust.
	Trust is the hallmark of a lender’s relationship
with customers. Lenders have strong brands
and reputation to protect. It is also about the
lenders’ credibility, integrity and the values
that they proclaim to stand for. Reputations,
among other aspects, are also built over
transparent disclosures. It is the responsibility
of the lender to honour and fulfil the services
that it had assured the borrower at the
time of agreeing to give the loan. It is the
responsibility of the lender to ensure that the
information and assurances made are fulfilled
and honoured.
	
Fulfilment of these principles enables the
customers to make informed decisions. Banks,
NBFCs and other lenders must decide whether
to enter into the agreement, agree to variations
or any later decisions and to be reasonably
aware of the contract’s effect by making sure
that advertising is not likely to be misleading,
deceptive or confusing to borrowers.
Responsible lending practices mandate
that lenders should be precise and clear
about what they say in their advertisements.
Besides, lenders should upfront disclose to
the borrower all terms, including any “hidden
fee,” the conditions under which such “hidden
fees” are charged. The contract’s terms should
be expressed in plain and clear language with
as little legal jargon as possible.
	
All respondents said that the borrower
receives a confirmation call or SMS after the
EMI payment. Some lenders make a welcome
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call to make sure a borrower understands
terms and conditions of the loan. Such calls
also act as an extra layer of identity check,
without being intrusive. Borrowers do
desire receiving a call/SMS after each EMI
and this relieves customers’ anxiety. Many
lenders do not provide for a “cooling off”
period, which, in the Indian context, mostly
mean that the EMIs start within a month
of the loan’s disbursal. “Cooling off”, for
some global lenders such as Home Credit,
also means preventing customers to get into
impulsive borrowing and risk getting into
over-indebtedness. Many respondents also
said that they, also, offered the customers the
option of insuring their loans. It is good if the
borrowers find insurance service also with
loan facility, all at the same place.
	
Most lenders have a standard practice of
reminding borrowers of an upcoming EMI
through SMS/phone calls/emails. This is a
healthy responsible lending practice as the
lender takes it upon itself the responsibility
to keep the customer informed about his/
her borrowing schedule. This makes financial
planning a lot better for borrowers.
	Most lenders do not offer the option of a
delayed EMI payment. Even for those that
give a choice of making a late loan instalment
payment, they impose similar charges that are
applicable for an EMI default.
	Some lenders allow multiple repayment channels
such as ECS, post-dated cheques, payment
wallets etc. Multiple repayment channels ease
the repayment method for the borrower.
There are some lenders that allow borrowers
to change the EMI dates, as also skipping a few
EMIs and prolonging the loan’s tenor.

	Customer service is another critical responsible
lending component. Customers want their
queries to be addressed on a real time basis.
This is a perfectly legitimate requirement. All
the respondents to the survey had dedicated
call centres for this purpose. A dedicated team
of people attend to customers’ calls on various
loan-related queries. That said, none of these
call centres are 24X7 operations.
	Social media is now-a-days a powerful vehicle
to reach out to customers. A Facebook
interface or a Twitter handle can help lenders
and customers interact efficiently, rapidly and
also aid in focussed problem solving. All the
lenders surveyed said that they had a mobile
app, and most of them were active on social
media through multiple platforms allowing
customers to directly link up with their
financial institutions.
	Another important, but under-rated, aspect of
loan servicing is the No Objection Certificate
(NOC) document. All lenders provide NOC
documents after the loan is paid off. This is
a good practice. An NOC is important not
just for closing an existing loan that has been
successfully paid off, but also for future loans
that the customer may apply for. Very few
lenders charge fees for an NOC.
5.	Financial Inclusion: Access to credit is
a crucial measure of financial inclusion.
Many international comparisons such as the
Financial Access Survey of the International
Monetary Fund use the number of retail loans
as one of the key statistics when evaluating
financial inclusion. As the World Bank said in
its report `Responsible Lending: Overview of
Regulatory Tools’ October 2013(1) availability
of credit in general provides the population

(http://siteresources.worldbank.org/EXTGLOBALFINREPORT/Resources/8816096-1361888425203/9062080-136
4927957721/9115725-1384205223659/Responsible_Lending_Paper.pdf)
(1)
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with more options to realize their economic
plans.”
	In its conventional definition, financial inclusion
means making loans and financial services from
formal and regulated lenders available at an
affordable cost to people who otherwise have
to resort to unregulated loan sharks.
	It is not only about the poor living in villages.
There are millions of families residing in India’s
cities and towns which remain outside any
formal banking network. On many occasions,
a bank loan can be a key determinant for a
poor family’s advancement to a better life.
	Financial inclusion has a direct correlation
with financial literacy. In many countries, with
under-developed financial services markets,
millions stay outside the formal financial
services market because of lack of awareness.
This is where formal lenders—banks and
NBFCs—can help plug gaps in the financial
system and prevent people from falling prey
to “shadow banking”. They can extend the
reach of institutional finance to the unbanked
households and industry including micro and
tiny enterprises.
	As former RBI governor Dr. Raghuram G
Rajan pointed out in a paper “India and
Economic Freedom”, in order for an adult
to be able to take advantage of expanded
opportunity in a market economy, she has to
have been a child with access to reasonable
nutrition, healthcare, and education when
young. Moreover, going forward, she has to
have access to finance so that the lack of wealth
does not hamper her. More than anything, it is
the lives that such small loans can change.
	All lenders studied in the survey hold regular
initiatives to provide financial literacy to the
population. Most lenders provide financial
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literacy document to their customers. Giving
advice to potential and existing customers
about the merits of savings and how to
manage borrowing should be a normal
standard operating practice (SoP) embedded
into a responsible lender’s mandatory to-do
check list.
	It is important for lenders to hold financial
literacy and personal finance outreach
programmes with institutions such as The
National Centre for Financial Education
(NCFE), comprising representatives from all
financial sector regulators i.e. Reserve Bank of
India (RBI), Securities and Exchange Board
of India (SEBI), Insurance Regulatory and
Development Authority of India (IRDAI),
Pension Fund Regulatory and Development
Authority (PFRDA) and National Institute
of Securities Markets (NISM).
	Any responsible lender must give out the
following advice to a client: Make a plan for
your saving and spending. Cut unnecessary
expenses and put your savings into a separate
account. Spend for things you need, but wisely.
It’s usually best to clear up any high-interest
debts. Pay these debts first before planning
to take another loan. Make use of tax benefit
schemes to maximize your savings. Schemes
like, EPF, PPF, NSC, ELSS, SSY, NPS, etc. are
a good way to reduce the taxes you pay on your
savings.
	Very few lenders provide CIBIL scores (of
customers) at any time during the loan cycle.
It is an advisable responsible lending practice
for lenders to inform borrowers that they can
get their credit score, along with their credit
history, from a credit bureau. A lender should
also inform that a borrower’s repayment
behaviour during the loan lifecycle is reported
to the credit bureau.
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	Responsible lending is about being sensitive
to people’s needs. It is about being aware
of borrowers’ affordability and repayment
abilities. If, according to the lender’s
assessment, a borrower cannot afford a
loan, then the lender should refuse the
loan and should tell the borrower, in clear
transparent terms, why the loan has been
refused.
DISCUSSION
The Navigator Study has been carried out to set
the standards for the Indian market and get an
insight into the practice of responsible lending
by the top lenders of the country. Lenders have
a fiduciary responsibility, which mandates that
lenders must treat their borrowers fairly and in
a transparent manner, disclosing all information
about charges, fees and other relevant details.
Borrowers, on the other hand, need to be honest
about their current and future income stream,
their documentation and their ability to repay.
No information, which may have a bearing on
the repayment of the loan, should be hidden by
the borrower.
The study examined the scenario of ‘Responsible
Lending’ (in terms of personal and consumer
durable loans) in India, through a stream of
primary data and website content that were
tested through a set of parameters. This section
will discuss the primary survey findings as well
as general observations about lenders’ website
content.
PRIMARY SURVEY FINDINGS
As mentioned earlier, each lender was examined
through five broad parameters:
• Loan application process
• Lenders’ public information
• Fee and charges
• Loan servicing
• Financial inclusion

For Personal Loans
As a part of our analysis, weights were allotted to
the answers based on the criteria of responsible
lending practices. Based on the scores, lending
companies were placed under four categories:
Excellent, Good, Standard and Regular.
The key findings were as follows:
In the `Loan Application’ parameter Punjab
National Bank, Fullerton Credit India Limited,
Axis Bank, Standard Chartered Bank and Home
Credit were found as doing `Excellent’. The
others—HDBFS, ICICI Bank, Bajaj Finserv and
Tata Capital—were found to be doing `Good’,
implying there is scope for improvement.
In `Public Information’ only Standard
Chartered Bank needs to improve a bit. All other
respondents were found to be `Excellent’. In
the next two parameters: `Fee and Charges’ and
`Loan Servicing’, all firms except HDBFS were
Excellent, while HDBFS was `Good’.
In `Financial Inclusion’ only Standard Chartered
Bank and Tata Capital could achieve `Excellent’
grade. This means that all other players need to
expand their services wider and deeper to bring
within their ambit the under-banked population.
For Consumer Durable Loans
In the case of consumer durable loans, the
findings differ slightly over personal loans. That
said, we need to keep in mind that the number of
respondents in consumer durable loans were far
fewer than in personal loans.
The findings (for consumer durable loans) were
as follows: In `Loan Application’, HDBFS,
Home Credit and Bajaj Finserv were found to
be `Excellent’. ICICI Bank was the only player
in the `Good’ category. In `Lender’s Public
Information’ Home Credit was found to be in
the `Good’ category, implying there is scope for
Research Period: July 2017 to December 2017
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improvement. HDBFS, ICICI Bank and Bajaj
Finserv were found to be `Excellent’.

website, etc.? Does the website give information
about multiple payment channels?

In `Fee and Charges’ as well as `Loan servicing’,
all respondents except HDBFS were found to be
`Excellent’. In `Financial Inclusion’ only ICICI
Bank was found to be `Excellent,’ while others
were `Good’. This implies most lenders need to
reorient their client portfolio to make it more
inclusive for the economically weaker sections.

The website content analysis for the purposes
of this study sought to answer these questions
for each of the respondent companies. In
many ways, the content analysis acted as an
extra round of check on information that the
lenders had given in the questionnaires for the
survey. Such analyses helped in corroborating
facts of the primary survey and in ascertaining
how responsible lending practices are reflected
through the lenders’ online gateways.

WEBSITE CONTENT ANALYSIS
A company’s website is, quite often, the first point
of contact for a customer. This is particularly true
for the financial services industry. The websites
serve as a gateway for potential customers to
browse online for the products they want to
purchase. A website is important not because
it contains information about the company
and its products and services, but also because
it helps a company establish credibility as a
business.
For the purpose of this study, each of the
respondent companies’ websites and their content
were seen through the principles of responsible
lending. The content was primarily analysed to
assess a lender’s proactive characteristic in giving
out information. For instance, does the website
contain information on the minimum amount of
loan (both personal and consumer durables) that
a lender gives out? Can a customer find out about
the number of documents required to apply for a
loan from the lender’s website? Does the lender
provide online loan application? Does the website
clearly state whether there is a specific requirement
of an applicant's occupation on the form? Does the
website contain an accurate loan EMI calculator?
Is the complete fee structure available on the
company's website? Does the website contain
information about the lender’s call centre?
Through the website, can the customers contact
the lender using online means like social media/
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Since this was primarily a qualitative analysis,
no weights were attached to any of the above
parameters. The key findings were as follows:
In personal loans, the minimum eligible amount
was available only in the PNB, Axis Bank
and ICICI Bank websites. The other lenders’
websites did not contain this information.
Except PNB, the websites of all the other
respondent companies contained information
on the number of documents required to apply
for a loan. All the lenders contained an online
loan application form.
All lenders’ websites, except PNB’s, contained an
accurate EMI calculator. On the other hand, none
of the lenders’ websites contained information
on the complete fee structure for a personal loan.
The websites of all the lenders have information
on multiple payment channels. The websites
of PNB, ICICI Bank and HDFC Bank do
not contain information on whether there are
dedicated call centres to address queries on
personal loans, while the websites of all the
other lenders carry details about call centres. All
the websites contain information about how
customers can reach out to their lenders through
social media channels.
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In consumer durable loans only HDBFS and
Tata Capital gave out information about the
minimum loan amount on their websites, while
the others did not. The ICICI Bank and Home
Credit websites did not contain information
about the number of documents required to
apply for a consumer durable loan.
The websites of all lenders, except ICICI Bank
and Aeon Credit, contained an online application
form for a consumer durable loan. According to
the survey’s findings, the complete fee structure
for a consumer durable loan is not explicitly
stated on the websites of any of the lenders.
The websites of none of the lenders surveyed
contained an accurate EMI calculator for the
consumer durable loans. The websites of Bajaj
Finserv, ICICI Bank, Capital First and Tata
Capital do not contain information about
multiple payment channels of consumer durable
loans. All the websites did contain information
about a call centre to address customer queries of
consumer durable loans.
SCOPE FOR FURTHER RESEARCH
This is a first-of-its-kind study in India. In many
ways, the study, lays the foundations for future
editions, serving as the one-stop destination for
a variety of aspects related to responsible lending
practices in India.

• This study aims to serve as guide for
responsible lending, delineating the
standards and the industry best practices
that are being implemented by top lenders.
• The first edition of study focuses on two
sectors namely Personal Loan and Consumer
Durable loan. Within both types of loans
focus has been on small ticket loans up to an
amount of Rs 15,000.
• The reason for focussing only on these two
types of loans is primarily to find out the
practice of responsible lending among top
lenders and first time borrowers. This class
of borrowers need a “navigator” more than
any other.
• Navigator 2017 study defines Responsible
Lending and also its constituents. These
constituents are then used as parameters
for an evaluation of both banking and nonbanking consumer loan offerings in India.
• Navigator 2017 study methodology is
exploratory in nature. It aims to introduce
the concept of responsible lending in India
for the first time.
• Future editions of this study can be carried out
on an expanded sample base. An expanded
sample size would probably yield deeper
insight into responsible lending practices.
• This study has laid the foundations of an
institutionalised approach to understanding
responsible lending in India.
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