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9. The impact  
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This chapter reports 
on the impact of Type 1 loan and overdraft events on the wider banking 
relationship. 
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Key findings 
8 out of 10 overdrafts (81%) and half of loans (53%) were in place within a 
week. 97% of all successful overdraft applicants and 85% of loan 
applicants agreed that the facility was in place in good time for when it 
was needed. Those waiting more than a month were less likely to agree 
(and 6% of overdraft applicants and 26% of loan applicants waited longer 
than a month, including those who did not yet have their facility in place) 

72% of successful overdraft applicants interviewed in 2014 described the 
application process as ‘low effort’, compared to 54% of successful loan 
applicants 

This difference was due in part to the views of those who had their loan 
‘after issues’. Where this was the case, 21% rated the loan application a 
‘low effort’ experience compared to 54% of loan applicants offered what 
they wanted. Overdraft applicants were more likely than loan applicants 
to say the process was ‘low effort’ whether they had their facility after 
issues (54%) or had been offered what they wanted (75%) 

Amongst those who chose not to take the facility offered, or who were 
declined by the bank, two-thirds did not think the bank had treated them 
fairly, while a quarter thought they would have been treated better 
elsewhere 

Those declined for a facility by their main bank were half as likely to be 
satisfied with their bank overall (40%) as those who had been successful 
(84%). Satisfaction with their bank amongst SMEs overall is stable over 
time (82% for 2014 as a whole) but amongst the small group of ‘would-be 
seekers’ of finance, satisfaction has fallen from 73% in 2011 to 48% in 2014 
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This chapter reports on the impact of Type 1 loan and overdraft events on the wider banking 
relationship. Some of the questions reported in this chapter were revised for Q2 2013, and small base 
sizes restrict the analysis possible at this stage. 

New facility granted 
In a new question asked from Q4 2012, successful respondents were asked how long it had taken from 
submitting their application to putting their new facility in place and whether this was in ‘good time’ 
for when they needed it. In line with the revised analysis approach elsewhere, the table below is based 
on all applications made in the last 18 months, Q3 2013 to Q4 2014. 

8 out of 10 overdrafts were in place within 2 weeks (84%), while just over half of loans were in place in 
this time period (53%): 

Successful Type 1 applicants  

Time taken to put facility in place Sought 
new/renewed facility Q3 13- Q4 14* 

Overdrafts Loans 

UUnnwweeiigghhtteedd  bbaassee ::   11334400  664411  

Within 1 week 68% 32% 

Within 2 weeks 16% 21% 

Within 3-4 weeks 10% 21% 

Within 1-2 months 3% 9% 

Longer than this 2% 13% 

Not in place yet 1% 4% 

Q101a and Q196a All SMEs that have applied/renewed Q1 2013 to Q2 2014, excluding DK 
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Further analysis is provided in the table below.  

 

Time taken & impact Successful Type 1 applicants Q3 2013 to Q4 2014 

Time taken by sector Overdrafts in the Health sector were more likely to be agreed within a week 
(87%), compared to 55% in the Other Community sector. For other sectors 
the proportion agreed within a week varied relatively little (63-77%). Base 
sizes are small for loans - those in the Health sector were again more likely 
to have a facility agreed in a week (55%) while for other sectors it ranged 
between 22% and 39%. 

By level of security Secured loans were slightly less likely to be in place within a week (25%) 
than unsecured ones (39%), given the security processes that need to be 
undertaken. There was also a small difference between secured (71%) and 
unsecured (67%) overdrafts that were in place within a week.  

By size of SME Facilities for smaller SMEs were more likely to be made available within a 
week (69% for overdrafts, 33% for loans where the SME had 0-9 employees) 
than those for larger SMEs (63% for overdrafts and 22% for loans where the 
SME had 10-249 employees). In terms of facilities being made available 
within a month, there was less of a difference by size for overdrafts (94% for 
smaller SMEs v 89% for larger ones) than for loans (75% for smaller SMEs v 
65% for larger SMEs). 

In place in good 
time? 

Most applicants agreed that the facility had been put in place in good time 
for when it was needed, with overdraft applicants more likely to agree (97%) 
than loan applicants (85%). 

In place in good time, 
by size of SME 

The main difference was amongst smaller applicants. Despite typically 
waiting longer for their facility, larger applicants were as likely to agree that 
their facility was in place in good time: 

• Amongst applicants with 0-9 employees, 97% said their overdraft 
was made available in good time, while for loans it was 85%.  

• Amongst larger applicants 94% said their overdraft was made 
available in good time, while for loans it was 91%.  
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Analysis by the length of time taken for the 
facility to be put in place showed that overall it 
was those waiting a month or more who were 
less likely to say that the facility had been put 
in place in good time (70% if they had waited a 
month for more or an overdraft, 67% if they 
had waited that long for a loan, both excluding 
DK answers). 

Analysis of the data available over time shows 
that a consistently high percentage of 
overdrafts (90%+) were in place within a 

month, with 93%+ of respondents saying the 
facility was available in good time.  

The pattern for loans is less consistent, with 
applications in the first half of each year 
typically more likely to be in place within a 
month (80-88%) compared to those made in 
the second half of the year (67-74%). The 
proportion saying the loan was in place in good 
time was consistently above 90% up until 2014, 
but is currently around the 80% mark for 
successful applications to date.
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‘Effort’ required to obtain a new facility  
From Q1 2014, successful Type 1 loan and overdraft applicants were asked how much effort they had 
to expend to get their new facility. This question is derived from various academic studies from Harvard 
Business School which claim that the more ‘effort’ a situation requires, the less satisfied the customer 
and the less likely they are to remain loyal in future. A score is given between 1 and 5 (where 5 is high 
effort) and the net score of low-high effort calculated. The higher the net score the better, but negative 
net scores are not uncommon in other banking studies undertaken. 

Initial results are that the overdraft process involved a lower effort than the loan process. This, though, 
is due to more overdraft applicants being offered the facility they wanted, as it is the loan applicants 
who got their facility ‘after issues’ who give a markedly different effort score. 

Customer effort Successful Type 1 applicants Q3 2013 to Q4 2014 

Overdraft applicants  72% of successful Type 1 overdraft applicants interviewed in 2014 described 
the process as ‘low effort’. 10% described it has ‘high effort’, a net score  
of +62. 

Loan applicants 54% of successful Type 1 loan applicants interviewed in 2014 described the 
process as ‘low effort’. 28% described it has ‘high effort’, a net score of +26. 

Effort if offered what 
wanted 

75% of successful overdraft applicants who were ‘offered what they wanted 
and took it’ rated this as a low effort experience, with a net effort score  
of +67.  

65% of successful loan applicants who were ‘offered what they wanted and 
took it’ rated this as a low effort experience, with a net effort score of +45, 
somewhat lower than the equivalent overdraft applicants.  

Effort if have facility 
after issues 

Amongst those who had their overdraft facility ‘after issues’, 54% rated it a 
low effort experience (compared to 75% offered what they wanted) and the 
net score was also lower at +27. 

Amongst those who had their loan facility ‘after issues’, 21% rated it a low 
effort experience (compared to 65% of those offered what they wanted) 
and the net score was -38. 
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Impact of being unsuccessful 
The analysis above was based on those that 
were successful in their application/renewal 
and now had an overdraft or loan facility. 
Unsuccessful SMEs were asked whether not 
having a facility had impacted on their 
business.  

The questions asked in this section of the 
questionnaire were revised in Q2 2013. This 
means that only those who chose not to have a 

facility (rather than being declined by the bank) 
were asked whether they would have ideally 
wanted to have a loan / overdraft. Base sizes 
are very limited but show that around half of 
those who applied for an overdraft, and a 
similar proportion of those who applied for a 
loan, would ideally now have a facility. The 
main barriers were the expense of the facility, 
the security required, and a perception that the 
bank did not want to lend to them.

 
A broader question around the impact of not having the facility originally sought was asked both of 
those who chose not to have a facility (but would ideally have wanted one) and those declined by the 
bank. For YEQ4 2014 combined, this was the equivalent of 2% of all SMEs, so again, base sizes are 
relatively small. The key issues were seen as: 

• Running the business is more of a struggle  

• Have had to make cutbacks on spending  

• Not expanded / improved the business as would have hoped  

 

When these SMEs, who either chose not to have a facility (but would ideally have wanted one) or who 
were declined by the bank, were asked more about their lending experience: 

• 21% agreed that the bank had treated them fairly (62% disagreed) 

• 28% thought that they might have been treated more favourably at another bank, while a 
third, 31%, disagreed 

• 39% felt that they were now seriously considering a change of bank (the equivalent of just 
under 1% of all SMEs) 
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Overall bank satisfaction 

Satisfaction with the new overdraft / loan facility is no longer asked, but the Monitor continues to track 
overall satisfaction with the main bank. The annual results for 2011 to 2014 are shown below. 

Overall satisfaction has remained stable over time – for 2014 the overall satisfaction score was 82%, 
made up of 39% who are ‘very satisfied’ and 43% who are ‘fairly satisfied’ with their main bank. 

Very/fairly satisfied with main bank    

Over time – row percentages 2011 2012 2013 2014 

TToottaa ll   8811%%  8800%%  8811%%  8822%%  

0 emps 82% 81% 81% 82% 

1-9 emps 78% 77% 79% 80% 

10-49 emps 80% 80% 83% 83% 

50-249 emps 85% 84% 86% 88% 

PNB 87% 86% 86% 86% 

Type 1 event: facility at main bank 82% 81% 82% 84% 

Type 1 event: no facility at main bank 32% 36% 35% 40% 

Would-be seekers of finance 73% 68% 59% 48% 

Happy non-seekers of finance 87% 85% 84% 85% 

Q220 

The overall satisfaction table shows a not unexpected disparity in satisfaction between those 
interviewed in each year who had successfully applied to their main bank for a new loan and/or 
overdraft, where 8 out of 10 are satisfied, and those who had applied but ended the process with no 
facility, where 4 out of 10 are satisfied (albeit this has improved somewhat since 2011). Note that 
levels of satisfaction amongst the ‘Permanent non-borrowers’ have consistently been somewhat 
higher than for either of these groups. 

The biggest change in levels of satisfaction over time has been amongst the ‘Would-be seekers’ who 
wanted to apply for a facility but felt that something stopped them doing so. Overall satisfaction 
amongst these SMEs dropped from 73% in 2011 to 48% in 2014. The definition of a ‘wbs’ changed 
slightly in Q4 2012, and this group is getting smaller over time (3% of SMEs in Q4 2014), but their 
attitude to their bank appears to be hardening. 


