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Abstract 
Public sector banks (PSBs) play a crucial role in the Indian economy, serving a vast customer base and driving 

financial inclusion. Evaluating their performance and ensuring customer satisfaction are critical for their 

continued relevance and success. This article examines the key aspects of performance evaluation and customer 

satisfaction in PSBs, highlighting the challenges and opportunities they face.  Traditionally, the performance of 

PSBs has been evaluated based on financial metrics such as profitability, asset quality, and capital adequacy. 

However, a more comprehensive approach is needed to capture their diverse objectives and social impact. 

Financial Performance includes metrics like net interest margin, return on assets, non-performing assets, and 

capital adequacy ratio. These indicators reflect the bank's financial health and stability. Operational Efficiency 

assesses the bank's ability to deliver services efficiently and cost-effectively. Key metrics include cost-to-income 

ratio, business per employee, and branch productivity.  Customer Satisfaction measures the extent to which 

customers are satisfied with the bank's products, services, and overall experience. Surveys, feedback mechanisms, 

and complaint resolution rates are used to gauge customer satisfaction. PSBs have a mandate to promote financial 

inclusion by serving underserved populations. Their performance in this area is evaluated based on the number 

of accounts opened under financial inclusion schemes, credit extended to priority sectors, and penetration in rural 

areas.  In today's digital age, technology adoption is crucial for enhancing efficiency and customer experience. 

PSBs are evaluated on their investments in technology, digital offerings, and cybersecurity measures.   
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I. Introduction 
Customer satisfaction is a critical driver of success for any bank, including PSBs. While PSBs have made 

strides in improving customer service, they still face challenges in meeting the evolving expectations of customers. 

Customers expect prompt, efficient, and personalized service. PSBs need to invest in training their staff, 

streamlining processes, and leveraging technology to enhance service quality. 

Customers value convenient access to banking services. PSBs need to expand their branch network, 

particularly in underserved areas, and offer robust digital channels to cater to diverse customer needs.   Customers 

seek a wide range of innovative and customized financial products. PSBs need to develop new products and 

services that meet the evolving needs of their customers.   

Customers expect seamless integration of technology in banking services. PSBs need to invest in user-

friendly mobile banking apps, online platforms, and other digital solutions.  Effective grievance redressal 

mechanisms are essential for building customer trust. PSBs need to ensure that customer complaints are addressed 

promptly and fairly. 

PSBs face stiff competition from private sector banks and fintech companies, which are often more agile 

and customer-centric.  Many PSBs rely on outdated technology systems, which can hinder their ability to innovate 

and offer seamless digital services.  Attracting and retaining skilled employees is crucial for PSBs to improve 

service quality and adapt to the changing banking landscape.  PSBs operate in a complex regulatory environment, 

which can sometimes hinder their ability to make quick decisions and respond to customer needs.   

PSBs can leverage technology to enhance operational efficiency, offer innovative products and services, 

and improve customer experience. By putting customers at the center of their strategies, PSBs can build loyalty 

and attract new customers. Strong corporate governance practices can help PSBs improve decision-making, 

transparency, and accountability. Collaborating with fintech companies and other organizations can help PSBs 

access new technologies and expand their reach. 

Despite the significant improvements, PSBs still face certain challenges. These include competition from 

private sector banks, the need for continuous improvement in risk management practices, and the evolving 

landscape of the financial sector. However, the overall outlook for PSBs remains positive. With their improved 

financial health, focus on technology, and commitment to financial inclusion, they are well-positioned to play a 

crucial role in India's economic growth.   
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Public Sector Banks have demonstrated a remarkable turnaround in their financial performance, driven 

by improved profitability, asset quality, capital position, and focus on efficiency and technology. They continue 

to play a crucial role in financial inclusion and are well-positioned to support India's economic growth. While 

challenges remain, the overall outlook for PSBs is positive, and they are expected to maintain their strong 

performance in the years to come. 

 

II. Review Of Literature 
High levels of Non-Performing Assets (NPAs) can significantly hamper profitability and operational 

efficiency. PSBs have historically struggled with higher NPAs compared to private sector banks.  Embracing 

technology is crucial for streamlining operations, improving customer service, and reducing costs. PSBs have 

made strides in technology adoption but need to keep pace with the evolving digital landscape.  [1] 

Employee skills, training, and motivation play a vital role in operational efficiency. PSBs need to invest 

in developing their human capital to enhance productivity and service quality.  Strong corporate governance and 

effective management practices are essential for efficient decision-making and resource allocation. The regulatory 

framework within which PSBs operate can impact their flexibility and ability to adapt to changing market 

dynamics. [2] 

In recent years, PSBs have shown significant improvement in their operational efficiency. Concerted 

efforts by the government and the Reserve Bank of India (RBI) have led to a substantial reduction in NPAs, 

improving the financial health of PSBs.  PSBs are increasingly leveraging technology to automate processes, offer 

digital services, and enhance customer experience.  [3] 

PSBs are focusing on improving their profitability by rationalizing costs, increasing fee-based income, 

and improving credit management. The government has been providing capital infusion and implementing 

reforms to strengthen PSBs.  [4] 
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PSBs need to further strengthen their risk management frameworks to prevent the accumulation of NPAs. 

Continued investment in technology is crucial for improving operational efficiency and competitiveness. PSBs 

should focus on training and development programs to enhance the skills and productivity of their employees. 

Strengthening corporate governance practices will ensure better transparency and accountability. Providing 

excellent customer service is essential for attracting and retaining customers in a competitive environment. 

The operational efficiency of PSBs is critical for the health of the Indian banking sector and the overall 

economy. While PSBs have made significant strides in recent years, continuous efforts are needed to address 

challenges and further improve efficiency. By focusing on asset quality, technology adoption, human resource 

development, and governance, PSBs can enhance their operational efficiency and play a more effective role in the 

Indian financial landscape. 

Historically, PSBs enjoyed a dominant position in the Indian banking sector, with limited competition 

and a loyal customer base. However, the liberalization of the financial sector and the rise of private sector banks 

(PVBs) have changed the dynamics significantly. PVBs, with their focus on technology, personalized service, and 

innovative products, have raised the bar for customer expectations. As a result, PSBs are now under pressure to 

improve their service quality and customer engagement to retain and attract customers.   

One of the key challenges faced by PSBs is the perception of bureaucratic and inefficient processes. Long 

queues, cumbersome paperwork, and delays in service delivery are common complaints among customers. While 

PSBs have made efforts to streamline their operations and adopt technology, they still lag behind PVBs in terms 

of efficiency and customer convenience. This is often attributed to factors such as legacy systems, a large 

workforce, and a culture that is not always customer-centric. 

Another area where PSBs need to focus is customer communication and grievance redressal. Customers 

often feel that their concerns are not addressed promptly or effectively. This can lead to frustration and 

dissatisfaction, ultimately driving them to switch to PVBs. PSBs need to improve their communication channels, 

train their staff to handle customer queries and complaints with empathy, and establish robust grievance redressal 

mechanisms. 

However, it is important to acknowledge that PSBs have certain strengths that can be leveraged to 

enhance customer satisfaction. They have a vast network of branches, particularly in rural and semi-urban areas, 

which gives them a wider reach and customer base. They also have a strong foundation of trust and credibility, 

built over decades of serving the nation. By capitalizing on these strengths and addressing their weaknesses, PSBs 

can create a unique value proposition for their customers.   

To improve customer satisfaction, PSBs need to adopt a multi-pronged approach. Firstly, they need to 

invest in technology to modernize their operations and improve efficiency. This includes upgrading their core 

banking systems, implementing mobile and internet banking platforms, and leveraging data analytics to 

personalize customer offerings. Secondly, they need to focus on employee training and development to enhance 



Performance evaluation and customer satisfaction of public sector banks 

DOI: 10.35629/8028-03098486                                    www.ijbmi.org                                                      86 | Page 

their service skills and customer orientation. This includes training on product knowledge, communication skills, 

and complaint handling.   

Thirdly, PSBs need to adopt a customer-centric culture, where every employee is empowered to prioritize 

customer needs and provide excellent service. This requires a shift in mindset and a commitment from the top 

management to create a customer-friendly environment. Fourthly, PSBs need to improve their communication 

and grievance redressal mechanisms to ensure that customer queries and complaints are addressed promptly and 

effectively. This includes establishing dedicated customer service helplines, online portals, and social media 

channels. 

Finally, PSBs need to focus on building long-term relationships with their customers by offering 

personalized services and value-added products. This can be achieved by leveraging customer data to understand 

their needs and preferences, and tailoring products and services accordingly. By demonstrating a genuine interest 

in their customers' financial well-being, PSBs can build trust and loyalty, which are essential for long-term 

success.   

 

III. Conclusion 
Performance evaluation and customer satisfaction are critical for the success of public sector banks. By 

adopting a comprehensive approach to performance evaluation and focusing on customer-centric strategies, PSBs 

can overcome challenges and capitalize on opportunities to enhance their relevance and competitiveness in the 

Indian banking sector. Customer satisfaction is a critical factor for the survival and growth of PSBs in the face of 

increasing competition. While they face challenges in terms of efficiency, communication, and customer 

orientation, they also have certain strengths that can be leveraged. By adopting a multi-pronged approach that 

focuses on technology, employee training, customer-centric culture, communication, and relationship building, 

PSBs can enhance customer experience and create a sustainable competitive advantage. 
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