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Abstract: Microfinance is the process of extending financial services, targeting small-scale entrepreneurs and poor, who lack access to 

these. The purpose of microfinance is not just to extend small loans but also to ensure economic and overall development of the poor. 

The microfinance programme in India has been growing at a very rapid pace in the last decade. The entry of NGOs increased the 

outreach of financial services and microfinance became the principle mode of poverty alleviation. Microfinance includes the full 

gamut of services like savings, insurance, loans, etc. Of all the services, microcredit, remains by far the most popular of financial 

services. The neglect of microsavings is overwhelmingly clear from the fact that only 10 MFIs in India have license to accept deposits 

and out of these 4 MFIs has changed in to small banks in 2017. But the poor save through many different channels. So is there any 

scope for many Private sector banks that has been playing dynamically in India to venture into micro finance and other typical 

services to the rural population of India. 

The project is aimed at studying the various channels of savings available to the poor and observe what factors influence the savings 

in each channel. If private sector banks are permitted to play in the rural segments what will be the change that happens in the saving 

patters of rural population. 

 The research will be carried out in selected villages, in and around the suburban regions of Pune, Maharastra. 

 

Index Terms – Savings, Micro finance, private sector bank. 

1 INTRODUCTION 

Microfinance is the process of extending financial services aiming small-scale entrepreneurs and poor, who lack access to these 

services. People are described as poor “if they are deprived of income, needed to obtain basic conditions of life- food, amenities, 

standards and services-that enable them to play the roles, meet the obligations and participate in the customs of their society” 

(Townsend P. , 2006). The purpose of microfinance is not just extending small loans but to ensure economic and overall development 

of the poor. Microfinance started gaining attention after the successful venture by the GRAMEEN foundations in rural Bangladesh. 

They initiated the process of lending microloans to farmers and small scale entrepreneurs. Microcredits or microloans are typically 

non-collateralized, small sized loans, extending up to a period of one year, with multiple (most of the time weekly) interest and 

principal payments. The interest amount typically ranges from 10 -15%. The purpose of the scheme is to provide succour to the poor, 

who are in great need of financial aid, and who neither have assets to take a formal loan from commercial banks, nor have the means 

to pay high interest sums every month. Microfinance is not a new concept. In fact, it can be dated back to as early as 1800s when 

Freidrich Wilhelm Raiffeinsen, a German, started the process of lending small loans to farmers through his own cooperative banks. 

Microfinance, as it is understood today, has its origin in 1970s when Muhammad Yunus and Akhtar Hameed Khan started the 

GRAMEEN foundations and popularised the microcredit. Microfinance service includes not only microcredits, but the whole gamut 

of financial services from offering credits, savings, on-lending, insurance etc.  A vibrant, far-reaching and well regulated microfinance 

system can lead to the annihilation of poverty.   

 

1.1 MICROFINANCE IN INDIA 

 

In 2018 World Bank report, India was noted to have largest number of people living below poverty line but the poverty rate was one 

of the lowest. There has been a remarkable drop in the poverty rate of the country. The report stated that this was possible due to 

infrastructure development, increase in literacy rate and rise in the general standard of living (Basu, 2015). It is not a coincidence that 

microfinance programme in India has been growing at a very rapid pace in the last decade. At one point of time in 2008, the 

exponential growth in Microfinance industry was thought to be a bubble. (Intellcap, 2008) But the microfinance industry has shown 

remarkable stability. The microfinance growth story in India can be divided into two phases: (i) Pre-1991 (ii) Post-1991.  
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Pre 1991 economic reforms, India was a socialist economy. Most of the financial institutions were government run. In 1980s, seeing 

the spread of GRAMEEN microcredit system, the government started taking initiatives for the outreach of banks. 1980s saw the 

establishment of Regional Rural Banks (RRBs), nationalization of many private banks and extension of subsidized credit. Some other 

important developments during this decade were the establishment of apex institutions namely, National Bank of Agricultural and 

Rural Development (NABARD) and Small Scale Industrial Development Board of India (SIDBI) and initiatives such as Self-

Employed Women’s Association (SEWA) in Gujarat, Working Women’s Forum (WWF) in Tamil Nadu and “Shreyas” in Kerala. The 

main reason behind these moves was the financial inclusion of rural people. Though the outreach of services increased in volume, 

these were neither profitable nor sustainable.  

 

Post 1991 economic reforms, the country saw the real expansion of microfinance services. The formal beginning of microfinance in 

India commenced in 1992 when NABARD initiated the Self-Help Groups-Banks linkage. The period saw the paradigm shift from 

extending of credit at subsidized rates to market rates. This allowed many NGOs to establish Microfinance Institution (MFI) which 

was supported by SIDBI. The entry of NGOs increased the outreach of financial services and microfinance became the principle 

mode of poverty alleviation. The 2000s saw the entry of commercial banks into microfinance sector, extending loans to MFIs and 

SHGs and even becoming their partners (Intellcap, 2008). The so called “commercialization” of Microfinance led to the phenomenal 

growth of sector. The huge level of outreach can be seen from the fact that average families covered in the SHG-Bank linkage 

schemes were 95 million in 2013 and the average loan disbursed during the year was 168765.27 crore (NABARD, 2013). But it 

remains a cause of concern whether the commercialization will lead to mission drift of these institutions.  

 

1.2 MICROSAVINGS 

 

Microfinance includes the full gamut of services like savings, insurance, loans, etc. The two pillars of microfinance are microcredit 

and microsavings. Though deposits are important, microcredit, by far remains the most popular of financial services (Chandrasekhar 

B, 2015). Rutherford defines savings as “an act of putting aside a small part of current income in order to accumulate the same into a 

large sum useful for consumption or for investment purpose at a different time” (Rutherford S. , 1998). Adams defines savings as 

“something set aside for tomorrow. It can be in the form of assets like livestock, equipment, land etc.” (Adams D. W., 2009). The 

argument that savings are equally important is due to many reasons. Savings is of utmost importance to the poor. Savings play a major 

role in smoothing the income fluctuations, providing a crucial source of funds at the time of emergency and provide security for the 

future. It eases worry, helps in investing in education, health care, and if done with diligent self-control, it can save a lot of trouble in 

the future. The whole idea of savings is to sacrifice right now for a better future.  

 

From MFI point of view, as noted by Hollins & Sweetman, the financial institution that depends on deposits tend to sustain longer 

than those institution that depends on donations (Hollis & Sweetman, 1998). The business model of many MFIs is to take loan from a 

commercial bank, lend it to as microloans to poor and pay off its debt through the interest payments from its borrowers. Statistically, 

it is found that MFIs that depend not just on loans from commercial banks, donations from wealthy benefactors, but also extend 

deposit schemes to poor are more sustainable (Bergsma, 2011). Bergsma also notes that there is a positive effect on the Return on 

Assets (ROA) for an MFI which has offered microsavings scheme. (Bergsma, 2011) 

 

For a policymaker, macroeconomic savings rates are indicative of the economic growth (Paul Samuelson). The mobilization of 

savings leads to better investment in infrastructural project and overall economic development. In most Developing countries like 

India, rural population is a very big market. The economy could improve a lot if they could gather all the little money possible from 

each poor individual. Microsavings could be one of the ways through which it can be done. Lot of efforts are being put in by the 

government like post office savings schemes, to extend savings offerings to the poor. Sadly, the efforts are not yet vibrant enough for 

reaping the far reaching effects of microsavings. Microsavings, which should have played a very crucial role in the lives of the poor, 

still remain underutilized. Devoid of regulated saving offerings, they commonly invest in livestock or consumables, save through 

informal channels like private lenders or worse keep the surplus in their home.  

1.3 RESEARCH OBJECTIVE 

The project is intended to examine the scope for private sector banks entering the rural market for offering its services to the rural 

population where most of them has low levels of income and also very low levels of savings. And with the entry of the private sector 

banks what will be the result in savings of rural population. 

The project intends to study the different formal and informal channels of savings available to the poor. A comparison of various 

channels will give a better picture of the dynamics of savings of the poor. The study also intends to examine various factors impacting 

a particular mode of savings. 

1.3.1 LIMITATIONS OF THE STUDY 

The study conducted pertains to a specific geographical location – selected villages in the suburban regions around Pune. The results 

can’t be generalized, they are specific to the mentioned location and it denotes the financial and social dynamics existing there. No 

attempt has been made to generalize the findings observed. The sampling procedure involved a mix of both simple random sampling 

and convenience sampling.  
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2 LITERATURE REVIEW 

2.1 LITERATURE SEARCH 

 

The articles for the literature review were primarily searched in three search engines: Web of Science, Ebsco, Jgate and Google 

Scholar. Some other specific journals like SAGE, Journal of Microfinance, and Journal of Economic Development. Searches in 

specific journals were little and major searches were done through the three search engines.   

The objective was to look for recent development so the time frame was from 2000-2018. The search concepts were: “savings”, 

“microfinance”, “savings by poor”, “factors + savings + poor”.  

In Google Scholar and Ebsco the search term “channels of savings” did not yield significant results. The results were too varied. The 

search term was refined to “savings by the poor”. The objective of the literature search is to read about the different ways of savings 

by the poor. Hence this key word brought some very significant results. Initial number of results were very high. In Google Scholar, 

for instance, it returned around 270, 000 hits. It was too high to refine properly. In Web of science while searching, the “refine” option 

was used to elimate engineering related papers. Through the reading of headings of articles around 10 papers were chosen from 

google scholar, 15 from Ebsco. Around 8 articles were selected from Web of science based on title. Most of this selection was based 

on the propensity of aurthor to understand the research and suitability of the topic studied. Some of the classic papers in the field such 

as that of Stuart Rutherford’s study of microcredit in Bangladesh (Rutherford S. , 1998) were got from refernces of studied papers .  

2.2 DO POOR SAVE? 

 

2.2.1 WHAT IS SAVINGS?  

 

Savings or Thrift is defined as the discipline exercised by the individual not to consume everything today but to keep aside something 

for tomorrow (Blankenhorn, 2008). It is the natural behaviour to leave something for tomorrow. It can also be thought as the restraint 

exercised by the individual from consuming everything today and to leave for something tomorrow.  

 

2.2.2 WHY DOES POOR NEED TO SAVE? 

Ever since inception of the idea of microfinance, only the microloan or microcredit has got the attention. Somehow microsavings has 

gone to the backdrop.  It may be due to the fact that the benefits from a microloan are easily seen but the benefits from a savings 

deposits are not easily comprehended (Adams D. W., 2009). The general perception of poor is that, their income is very low, they 

can’t meet their ends, and the expenditure deficit is always higher. Hence they can’t save. Savings is beyond their realms. But as they 

are poor, it becomes very imperative to save. As Rutherford (Rutherford, 2000) noted that “poor are not too poor to save but rather 

they are too poor not to save”. What Rutherford means is that poor just can’t afford not to save. Their income fluctuation is too high. 

Savings is the only way to level such a fluctuating income. It helps them in aggregating small savings, whenever they get, to a lump 

sum that can be used in future. Without savings they just can’t afford to meet any emergencies. (Rutherford, 2000) 

In many developed countries where the credit availability to the poor is well developed, it is observed that the poor don’t save more. 

For any emergency they can always take a loan and meet the expenses. The marginal propensity to save is lower because of the 

expanded financial services (Jaewoon Koo, 2016). This is very true especially for countries such as United States, which is famous for 

granting home loans to homeless people (Bianco, 2008). But the same cannot be said in developing countries where the credit service 

is not fully developed. For e.g. in India, many villages are without any access to banks. According to the report by Deloitte, about 

50% of the population still remains unbanked. The total number of branches (in %) in rural India is close to 40% while the population 

it caters is close to 70% (Deloitte , 2014). In such situations where the availability of credit, at the time of emergency is at risk, people 

have no option but to save whatever money they have, or take loan from private money lenders or relatives. Taking loan from a 

private money lender is not always prudent, as the interest rates are exorbitantly high. Not always will a relative come to aid. So it is 

all the more imperative that poor saves whatever money he gets.  

There are lot of incentives for the poor to save. Precautionary Motive and Borrowing Constraints are two very important factors 

influencing the savings decision of the poor.  

Precautionary Motive: 

Carroll & Kimball have defined Precautionary Motive as one of the major contributing factors to the savings decision of the poor. 

Precautionary motive as the name suggests, is the action taken as a precaution. The income of the poor, as we have seen before, 

fluctuates a lot. If the poor are risk avoiding, they are insecure about fluctuating incomes in future, they save more whenever they get 

the income. This is to level the income fluctuation and aggregate the small income they get, to a lump sum. This is defined as savings 

due to precautionary motive (Carroll & Kimball, 1996).  

Borrowing Constraints: 

Borrowing Constraint typically refers to inability to borrow credit at going interest rates. Borrowing constraints arise because of 

dynamics of financial markets. For e.g. if the interest rate in the economy is too high, the loans given out will reduce. The loans 

cannot be expected to be given at a very high rate because of inherent default risk (Stiglitz & Weiss, 1981). The practical unfeasibility 

of using humans as collateral also results in borrowing constraints (Hayashi, 1987).If the poor do not have easy availability of credit, 

or the credit available is way too costly then are likely to save more due to borrowing constraint (Deaton, 1991). The precautionary 
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motive combined with borrowing constraints reduces the Marginal Propensity to Consume (MPC) of the poor and increases their 

Marginal Propensity to Save. The detailed “diary studies” conducted by Rutherford (“insert citation from excel – Rutherford 2000) 

throws light into the complexity of a typical poor’s financial portfolio. The studies reveal the need for aggregating small irregular 

sums into a lump sum. In fact, this need takes a priority in many of the poor than the need to spend today.  

 

 

2.2.3 ADVANTAGES OF A DEPOSIT FOR THE POOR 

 

Before we even see what the benefits of a deposit are, for a poor, let us first see the main categories of financial needs of a poor. It 

will help us in knowing how deposit can address each of these needs.  

Financial Needs of a Poor – Three major categories 

The major financial needs that arise for a poor are very well documented in the research by Rutherford in Bangladesh. Rutherford has 

categorized the financial needs into three main types. They are the need to aggregate lump sums, the need to meet any exigencies, the 

need to meet day to day financial needs. Each of these explained below.  

The need for lump sum cash 

The poor often need lump sum for various activities like investment in fertilizers, microenterprise, education fees, healthcare, major 

life events like wedding etc. These investments are very much required to improve the current status of living, to invest in preventive 

health care or to meet any life events. Poor often find it very difficult to generate lump sum. Many of the time they end up taking 

loans at exorbitant rates from loan sharks (Rutherford S. , 1998). These loans further lead to poverty making it very difficult for them 

to get out of it.  

The need to weather bad times 

Another situation in which poor gets affected the most, is when facing an emergency situation like crop failure, any health emergency, 

loss of employment, death on the family, etc. The poor needs cash reserve to meet such cases and many a times they don’t have such 

reserve (Collins, Morduch, Rutherford, & Ruthven, 2009). To face the situation, again the poor end up taking credit from private 

lenders at very unreasonable rate (Banerjee & Duflo, 2007) 

The need to fund day to day expenses 

A financial need that often gets neglected is the need to save irregular money to be able to spend for day to day expenses. Poor don’t 

often get income. Their income is irregular and there exists a great need to save the irregular money as and when it comes to be able 

to spend for day-to-day activities. This need often gets neglected in face of the need of lump sum and emergency expenditure but this 

is also an important part of the financial dynamics of the poor (Rutherford S. , 1998). This savings is required to smooth the income 

fluctuation and to be able to spend during the income lean period.  

 

What do poor get from a Deposit? 

What do poor get from deposit? For one thing, deposits help in facing all the above three kinds of financial emergencies. Deposits can 

help in aggregating small sums into a lump sum. They also provide an interest, helping the money grow at a finite rate. Deposits 

creates a cash reserve which can be used in case of emergencies. Such cash reserves provide a much needed security to meet any 

exigency without too much of a trouble. Deposits can also help in saving the irregular income to smooth the income fluctuation and to 

be able to spend money during lean income period. Even the spending during the lean period, can be planned and saved little by little 

with the help of deposits.  

Apart from the above mentioned uses, in general, deposits have multiple benefits. There is no need to pay a rent for holding the 

money. The money is theirs. There is no charge i.e. interest rates, that needs to be paid for using the money. As Rutherford had noted 

that microloans is nothing but a bottom up savings. (Rutherford S. , 1998) The poor are able to use the loan because they have the 

discipline not to consume all their income. All that is needed is this discipline to have a savings account. 

 

The deposits that arise out of such savings are much more potent than the money that is got through the credit. They are very liquid – 

normal savings account deposits can be withdrawn at any moment. They accrue some basic interest. This is better than just having as 

cash or investing in cattle or any other durable. Deposits are divisible – part of money can be taken any moment you want. This is not 

so in case of other investments in durables. One of the biggest benefit of deposit is they are safe and secure. Cash at home is not safe 

but deposits are. Regularly depositing money in the bank brings in a self-discipline. It also increases your creditworthiness because 

now the credit givers trust you would repay because of your self-discipline. It also increases your chances of getting loan as you can 

leverage your deposits as collateral (Adams D. W., 2009). The advantages of a deposit are very evident. The multiple benefits it gives 

to a poor can help them out of poverty than giving just a credit. The setback that any financial emergency causes to a poor affects 
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them more deeply and doesn’t allow them to come out of poverty. Every time a setback occurs, it knocks them back multiple years in 

their financial growth. Researches have confirmed that the loan that poor borrow to meet these situation entangles them to a vicious 

never ending cycle of loan-poverty-loan-poverty. (Banerjee & Duflo, 2007)  Many critics of microcredit have also argued that 

entrepreneurship is not everybody’s cup of tea, giving loans to setup business doesn’t mean that the business is going to be a success. 

In fact, it’ll only increase their loan and add to their burden.  The failure in business have led to many a dropouts from the micro 

lending program (Wright G. , 2001). The deposit has much more enriching advantages and can lead to a more sustained effort in 

coming out of poverty. Though microloans are beneficial for the obvious reasons, they should always be backed by deposits or 

microsavings. The question now arises is not that whether poor needs savings or not but whether poor save or not. 

Do poor save?  

 

In his landmark paper Rutherford finds that poor indeed save and they have extraordinary capacity to do so (Rutherford S. , 1998). In 

fact, the whole system of microcredit is sustained and continued because of the ability of the poor to save. The weekly interest 

repayment scheme works because poor are able to save a day’s wage to pay the weekly interest. This they do week-in week-out. 

There have been many researches at different points in time which confirms the fact that poor never spend all their income. Their 

consumption is always less than their income. They save some portion of their income always (Adams, 1978) (Townsend R. , 1994). 

Banerjee argues that the poor take credit because they don’t have many options for saving (Banerjee & Duflo, 2007). In fact the 

challenge of reliable saving options for poor is far higher than the availability of credit (Adams D. W., 2009). It goes on to show that 

lack of deposits from poor is only due to lack of deposits product available to them not because of their ability to save. Poor are also 

active savers in various informal channels other than the banks and other formal system. Some of the common ways savings involve 

cash at home, investments in essentials like cattle, household commodities like asbestos, many self-financing saving schemes like 

ROSCAs, SHG, etc. (Rutherford S. , 1998). Bouman reports that the ROSCAs membership rates are over 50% in many African 

countries like Nigeria, Togo, Ivory Coast, Cameroon and other countries. The ROSCAs saving scheme is also very popular outside 

Africa (Bouman, 1995) 

 

Adams has also quoted that historically there has been many evidence for the ability of the poor to save. Some of the historical banks 

such as Bank of America, Norinchukin Bank, Japan and Caisse Nationale de Agricole, France were all funded with the deposits from 

the poor (Adams D. W., 2009). The highly successful farmer’s associations in Japan, Taiwan and Korea were also funded with 

deposits from the poor (Adams, 1978). All this goes to show that poor do save. But the options are limited. Savings are under-

utilized. What factors affect savings?  

 

2.3  FACTORS AFFECTING SAVINGS 

 

There are many factors that influence savings behaviour. These factors also influence which channel of savings you choose. As 

Rutherford had noted, the saving potential of the poor is very high. There is tremendous capacity to save. But most often, the savings 

are influenced by many factors resulting in a very low saving mobilization.  

 

The main categories of below optimal savings are the following: 

Behavioural biases, Transaction costs, Liquidity of Savings Product, Interest rates, Lack of Trust, Regulatory barriers, 

Information and Knowledge gaps and  

Social constraints (Karlan, 2014) (Chandrasekhar, 2015) (Vogel & Burkett, Mobilizing Small Scale Savings, 1986)  

 

 

2.3.1 BEHAVIOURAL BIASES 

 

Most of the times, rather than any external factors, it is the inherent behavioural biases that influences the savings decisions. Many of 

the behavioural traits influences savings decision very much. For e.g. women tend to be more disciplined than men at regular savings 

(Goetz & Gupta, 1996). Hence to mobilize savings among the poor it becomes very important to consider women related issues like 

authority of household women in financial decision, alcohol abuse, etc. Such issues may seem trivial but they do have great impact at 

savings mobilization. 

 

People with present-bias (living for today) generally tend to be time inconsistent. If given a choice to choose between today and 

tomorrow they’ll choose today but if given a choice between tomorrow and next year, they will tend to choose next year. The right 

product design could enable such people to utilize savings schemes (Ashraf, 2006a) as stated in (Karlan, 2014). Women, who are 

generally more disciplined at savings than men, tend to use more of microcredit than a savings scheme if they are Present biased 

(Bauer, Chytilová, & Morduch, 2012). The importance of behavioural biases cannot be overlooked while designing a financial 

service. (Mullainathan & Shafir, 2009).  
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2.3.2 TRANSACTION COSTS 

 

The poor have a reliable system to save in formal channels of savings. But a lot of factors prevents them from using it effectively. One 

of the key factors that influences savings in a formal system is transaction cost. Transaction cost consists of two types of costs – 

monetary cost and non-monetary cost. Monetary cost includes account opening fees, minimum balance fees, withdrawal fees, 

transactions fees, travelling costs (Stiglitz J. E., 1986). Monetary cost is of two types – fixed cost and marginal cost. Fixed costs 

includes minimum balance requirement, account opening fees, etc. – things that are fixed in nature. Marginal transaction cost involves 

cost per transaction, transaction fees, etc. – things that are variable nature (Karlan, 2014) 

 

Non-monetary costs include costs that are not in money terms but still play a vital role in affecting the savings behaviour. These 

includes the distance of the financial institution, time taken to travel, number of visits taken to the financial institution, time taken to 

complete a transaction including the waiting time in the lines, number of labour hours lost, etc. (Stiglitz J. E., 1986)   

 

The impact of transaction costs on the saving behaviour has been studied by researchers over the years and across the world. The 

importance of transaction cost can be seen from the findings of Vogel/Burket. Generally, transaction costs aren’t considered in the 

rate of return provided by the saving schemes. The researchers have found that the positive real rate of return actually turns out to be 

negative if you consider transaction costs also (Vogel & Burkett, Mobilizing Small Scale Savings, 1986). Stiglitz has found that the 

single important factor that influences the account opening is the geographical proximity of the financial institution (Stiglitz J. E., 

1986). Hence, the impact of transaction cost in savings behaviour and in choosing a particular of channel of saving can’t be 

overstated.  

    

One of the key studies exploring the effect of account opening fees in rural Kenya, finds, a considerable improvement in the take up 

of savings account if the costs involved with opening the account are waived off (Dupas & Robinson, Savings Constraints and 

Microenterprise Development: Evidence from a Field Experiment in Kenya, 2013). It was also found that more than 40% of the 

people who opened the account were active users and that the expenditure as well as investment for the treatment group, increased, 

after a period of 6 months.  In one more parallel study by Prina, in Nepal, found that elimination of the opening cost, withdrawal cost 

and minimum balance has a positive correlation with account take up (Prina, 2013).  The research also reported an increase in 

monetary assets by 25%.  

 

The real question is, whether increase in account opening lead to increase in usage of account? People who open the account also do 

they use it regularly? In one of the studies relating to this question, in Kenya, Dupas et al have found that usage of accounts is very 

low even though the opening cost had been waived off. Coupons were given for waiving the opening fees. 62% of the target sample 

opened the account but only 18 actively used (Dupas, Green, Keats, & Robinson, 2012). The target sample have quoted that risk of 

embezzlement, high ongoing transaction fees as the main concern for not using formal banking system. Hence to induce a regular 

saving behaviour in a formal system just waiving the transaction cost will not work. 

 

Many non-increase pecuniary costs like accessibility, convenience also greatly affect the take up of savings account. In a study 

relating to non-pecuniary costs in Mexico, Aportela finds that the poverty levels are reduced when the government post offices were 

increased (Aportela, 1999). In the Indian context there are two studies that relate to the effect of non-monetary costs. In the first 

research, conducted by Burgess and Pandey, they studied the effect of a policy change which lead to increase in the number of banks 

in the country. The study covered the time from 1977 to 1990 and they concluded that increasing the accessibility of banks lead to 

reduction in overall poverty level (Burgess & Pande, 2005).The second research was conducted in southern India by Chandrasekhar, 

finds that the reach of financial institution and simplification of banking process ranks top among all factors affecting the savings 

mobilization. (Chandrasekhar, 2015).  

 

2.3.3 LIQUIDITY OF SAVINGS PRODUCT 

 

Liquidity of savings product refers to the availability of liquid cash – it implies the option of withdrawing the money when required 

and also locking up the money for long term if needed.  

 

One of the most common type of informal savings for the poor is the investment in cattle, asbestos, and other things that can be easily 

sold when required to realize cash (Rutherford S. , 1998). This kind of savings is not effective. Many time, the resale value is less than 

the value at which the investments were bought. There is no appreciation in the value of these investments. The formal savings 

channel provides a very good alternative where the poor could get at least a return of 4% on their savings. But one of the main issues 

with the formal channels is the liquidity of the savings. The given by savings account, where you can withdraw the money whenever 

you want, doesn’t even meet the inflation in the economy. If higher returns are required, then schemes like fixed deposits or  recurring 

deposits, require the poor to lock the money for long term. For the poor it becomes difficult, or even impossible at times, to lock a 

portion of money for a period of 5 years or 10 years.  

 

 In one of the research conducted by Galdway and O’Donell the survey established that the top priority of a poor in a formal savings 

product is liquidity and safety of their money. The poor preferred to withdraw money whenever they want to. In the research 

conducted by Chandrasekhar one of the important preference for the poor on a savings product offering is the liquidity. The dynamics 
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of their life is such that it embodies lot of uncertainties and hence they prefer to be able to withdraw money whenever they need 

(Chandrasekhar, 2015). 

It is not just withdrawing the money whenever they require, it is also the opposite, i.e., the possibility of locking up money is 

important in some cases. In one of the important research by Bouman, it was found that non liquidity is preferred in some cases. The 

savings offering by ROSCAs lead to increase in savings because it enabled poor to lock up the money that would otherwise be spent 

on some relatives (Bouman, 1995). It seems a combination of both liquid and non-liquid product offering would suit best for poor. 

Robinson has found that the most beneficial product offering must consist a mix of liquid and non-liquid schemes (Robinson, 2012). 

 

2.3.4 INTEREST RATES 

Interest rates refer to the return realized from a savings schemes. Typically, informal savings are characterized by low returns, many 

at times it is even negative returns. Formal savings offer different returns depending on other factors like maturity, risk, etc. There has 

been various researches to study the effect of interest rates in taking up savings regularly. Schaner found that the rate of savings 

increases with increase in interest rates. The varied interest rates offered were 0%, 4%, 8%, 12%. It was observed that there was a 

significant increase in account take up, when interest rate was 12% (Schaner, 2013). Vogel/Burket have found that savings rate 

increases proportionally with increase in interest rates. It was also noted that poor savers are less sensitive to increasing interest rates 

than their rich counterparts (Vogel & Burkett, Mobilizing Small Scale Savings, 1986). The result shows that though interest rates are 

important factor in considering a savings offering, they don’t seem to be most important. For the poor, there are other factors like 

liquidity, accessibility, safety which takes precedence before interest rates. 

2.3.5 TRUST 

The poor’s hard earned is very precious to her. If MFI or any other NBFCs starts offering savings scheme it’ll lead to mobilization of 

savings. But NBFCs doesn’t have as many regulation as a formal banking system. This can lead to the exploitation of poor and 

embezzlement of their money. There have been many a horror stories about the Chit fund scams in India. Chit funds are basically 

ROSCs type savings offering. CBI has estimated that in India the total amount of money cheated in a Chit Fund amounts to nearly 

INR 80,000 crore (Chit fund scams: Rs 80,000 crore and counting, 2016). Hence, Trust of the Institution offering the service is one of 

the key parameters for choosing a particular savings offering. Ottero has reported that fraud, more than even the failure of financial 

institution leaves a lasting impression in the minds of the poor (Otero, 1989). In one of the research in Western Kenya, Dupas et al, 

have found that even when account opening was free, only 60% of the participants took up the account with the bank. Out of that only 

18% were regular users. When the reason for not actively used was quizzed, 30% of the respondent said unreliability of the financial 

institution and 20% said risk of embezzlement as the main reason for not actively using the savings offering. Hence trust of the 

financial institution (whether formal or informal channel) is very important for regular savings behaviour. Most of the MFIs are 

NBFCs and they are not very rigidly regulated. If MFIs are going to start offering savings account then the role of government is very 

important in making sure the hard earned money of the poor is not embezzled (Karlan, 2014). 

 

2.3.6  REGULATORY BARRIERS 

 

For a formal banking system to offer a savings product, there are lot KYC norms that are required. A valid identity card with details 

of name, age, DOB, and other details are legally required for a formal financial system to take up a customer. Many times, such 

requirements prevent poor from taking up formal account because they don’t have a valid identity card (Karlan, 2014). Hence such 

KYC norms prevent the expansion of savings offering. Jentzsch noted that the prudential norm imposes higher cost on both the 

institution and the customer. The banks are forced to have a minimum balance scheme which the poor aren’t able to afford. Jentzsch 

has also noted that the banks have highlighted the need to have low cost ways of screening people that are also compliant with the 

regulation. Some of the methods suggested were retina scanners, biometrics, etc. (Jentzsch, 2009). In India, there has been an 

initiative by the government – Pradhan Mantri Jan-Dhan Yojana (PMJDY) - to achieve the financial inclusion of all the poor. Under 

this scheme, it is possible to open free savings accounts in the banks. The transaction cost regarding the account opening fees, 

minimum balance fees, etc. has been waived off under this scheme (Sharma, 2016). The effect of this scheme on the savings 

behaviour remains to be seen.  

 

2.3.7 INFORMATION AND KNOWLEDGE GAPS 

 

Lack of awareness of a financial service among the poor is one of the main reason for the underutilization of formal saving channels. 

Many a time, people are not aware of all the available financial services for them. Also, financial literacy of the poor is generally low. 

The combination of lack of awareness and low level of financial literacy leads to sub optimal savings by the poor. In a survey done by 

Cole et al in India and Indonesia, it was found that financial literacy levels are very low. Four basic questions regarding financial 

literacy were asked and only 3% of the respondents answered everything correct (Cole, Paulson, & Shastry, 2012)  

There have been many financial literacy programs conducted as part of intervention research. The effectiveness of such programs in 

inducing savings behaviour is open to debate. There has been no clear cut evidence that such intervention programs indeed lead to a 
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behaviour change. In a study related to this, Fernandes et al has done a meta-analysis of 160 researches related to financial literacy. 

The result finds that the financial literacy programs, done as it is now, does not lead to a behaviour change in the poor. There is also a 

concern of reverse causality i.e. whether awareness of program increases savings or savings increases awareness of programs 

(Fernandes, Lynch Jr., & Netemeyer, 2014). Carpena et al has conducted a financial literacy intervention program in Western India in 

three dimensions: numerical skills, financial awareness and attitude towards financial decision. It was found that, the five-week 

program had no impact whatsoever on numerical skills but did affect positively on financial awareness and attitude towards financial 

decisions (Carpena, Cole, Shapiro, & Zia, 2011). It is clear that lack of awareness results in less savings behaviour but still the 

research had not proven that increasing the awareness actually lead to increase in savings behaviour.  

 

2.3.8 SOCIAL CONSTRAINTS 

 

Social constraints play a very big role in the dynamics of a poor’s household decision. Kith and kin are a ready source of credit at 

times of emergencies. They are also used for safekeeping of the surplus money. Such social ties and bonding helps in risk sharing, 

smoothing the income fluctuations, a source of help during emergencies. But kith and kin are like a two edged sword. There also 

arises lot of financial commitments for kith and kin. Commitments to savings behaviour are very much affected by the commitments 

to relatives. Bouman has found that savings offering by ROSCAs increased because poor found a way to lock up the money that 

would otherwise be spent on the relatives (Bouman, 1995). Non-liquidity of financial products was preferred in this case.  

 

Social constraints are of two types: Inter household and Intra household social constraints. Inter household social constraints 

arises because of social norms which dictates a person has to take care of his relatives. Intra household social constraints arises if 

members of the same family have different consumption preference and commitment to save. An interesting experiment was devised 

by Robinson to study the Intra household social constraints in Kenya. 150 couples were selected and each week either husband or 

wife gets a positive income shock. Both have equal chance of getting the shock. It was found that every time when wife gets a shock 

there is no extra expenditure but every time husbands gets a shock there is some expenditure. This shows that women save all the 

extra income while men do not (Robinson, 2012). Such differences in savings behaviour affects the commitment to save from the 

family.Social constraints are generally specific to a particular region. Many of the norms are culture specific and region specific. Such 

aspects should also be taken into consideration while intending to study the effect of social constraints on the savings behaviour. The 

factors affecting the savings are numerous. The interplay between them decides the level of savings and the particular channel of 

saving. The poor have numerous means for savings, consisting of both the formal and the informal channels. Their capacity to save is 

extraordinary and this is evident from the so many different ways in which they go about saving their money. 

2.4 CHANNELS OF SAVINGS 

 

The two main categories of channels of savings are the formal channels and the informal channels of savings. The formal channels are 

those that are regulated rigidly by the government and the central bank i.e. RBI. The informal channels of savings are those that are 

not regulated rigidly by the government. It consists of NBFCs, ROSCAs, SHGs, etc. The poor often save in many of these channels. 

Each channel of savings has its own advantage and disadvantage.  The different channels available to the poor can be summarized as 

below: 

2.4.1 FORMAL VS. INFORMAL CHANNELS OF SAVINGS 

 

The formal channels of savings consist of those savings through institutions rigidly regulated by the government. The informal 

channels consist all those many different innovative ways in which the poor save consisting of cash at home, investment in essentials, 

self-financing groups like SHG, ROSCAs, etc.  Most of the savings of the poor is through informal means. Hence there must be some 

advantages of informal savings over formal savings channel (Kendall). The first and foremost advantage of an informal channel over 

formal channel is that of its accessibility. In many developing countries, the accessibility of formal channels is either lacking or too 

costly to afford. In India for e.g. the reach of banks is very low. According to the report by Deloitte, about 50% of the population still 

remains unbanked. The total number of branches (in %) in rural India is close to 40% while the population it caters is close to 70% 

(Deloitte , 2014). In such a scenario, many of the times the only available option to save is the informal channels. The liquidity of 

informal savings is another great advantage over formal savings channel. Higher returns are got in formal channels only when you 

lock the money for a fixed period of time. Many a time, the poor could not afford to keep the money locked. Compared to that, 

informal channels are much more liquid. In fact, liquidity of the savings account was one of the most required product attribute the 

poor expect in their savings product offering according to the research by Chandrasekhar (Chandrasekhar, 2015). But there are many 

disadvantages of an informal savings channel over the formal savings channel. The disadvantages are classified as follows: 

 

INEFFICIENCY: Informal channels of savings are all inefficient. They don’t get proper returns for their deposits. These savings are 

not rigidly regulated by government. Many private lenders give very much less than market returns for the deposits.  
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RISKY: The risk involved in many of the informal channels are very high. Since the savings channels are not regulated, there is no 

any guarantee that asset-liability management is being done sensibly and the depositor’s money is not being gambled away in the 

market. In case of formal channels, the requirement of Capital Adequacy Ratio makes sure there is always a reserve cash, i.e. for 

every loan the bank lends, they need to keep some money as reserve. Higher the risk in loan, higher the money required as reserve. 

This prevents the failure of the banking system.  

SAFTEY: Safety of money in a formal system is much better than in an informal system because it is very rigidly regulated.  The risk 

of embezzlement of funds is very high in profit oriented informal channels (Wright & Mutesasira, 2001). There have been many cases 

where people have lost all the money they have put in a chit fund or similar savings scheme (Chit fund scams: Rs 80,000 crore and 

counting, 2016). All these informal sectors are not regulated by the government. There is no guarantee for the poor that their money is 

safe.  

RETURN: Savings in an informal system doesn’t give returns commensurate with the risk. Savings with friends and family allows 

money to depreciate. Investment in livestock and other durables when liquidised gives lesser return than the invested amount. Most of 

the time poor invest in consumables too (Banerjee & Duflo, 2007). The consumables too depreciate in value. The savings with money 

lenders, pawn brokers pays them below market returns. But savings in a formal system ensures a fixed rate of return.  

LOCKING THE MONEY: Poor have the option of locking up the money in a savings bank account. These accounts are trustworthy 

as they are heavily regulated. This possibility of locking up the money gives poor the option to prevent expenses that would not 

otherwise not be possible to avoid, for e.g. spending for relatives. Also, the poor can safely lock their money without any fear of theft. 

Common formal channels involve savings though post offices and banks. Due to their superior reach, post offices have also started 

giving out savings deposits. But the entry cost of saving through bank is very high (Fiebig & Hannig, 1999). The government, through 

PMJDY scheme, has made it possible for every person to own a bank account, but the utilization of the account is not yet popular. Its 

full effect need to be seen.  

 

2.5  STUDY OBJECTIVES 

 

Jia et al has studied the different channels of credit available to the poor and its purpose of utilization in rural China Poor commonly 

use informal credit for purposes like wedding and medical emergency. (Xiangping Jia, 2015).  Karlan et al had cited the need to study 

in detail the formal and informal channels of savings. This project is a step towards the objective. A study of comparison of different 

channels of savings has not yet been done in Indian scenario. 

The main aim of the project is to conduct 

(i) A detailed study of the different channels of savings available to the poor  

(ii) To understand how different factors impacts the channels available to the poor.  

 

The utility of the project is that the factors affecting the savings in formal channels can be understood. The information can be used by 

the MFIs and other NBFCs to better design their product offering to the poor.   

2.6  PROJECT SCOPE 

(i) The study is to be carried out in select villages in and around Pune. 

(ii) The study will only be survey based. It won’t be an impact study 

 

3 METHODOLOGY  

 

The methodology followed in the study is that of a survey conducted in select villages from Pune, Maharashtra. The scope of the 

study will be limited to villages in and around Pune district. For studying the client’s perspective regarding the use of different 

channels, questionnaire based interviews were used to collect qualitative data.  

 

3.1 DATA COLLECTION 

 

3.1.1 VARIABLES CHOSEN FOR STUDY 

 

The type of data collected was qualitative data based on a structured questionnaire. The variables chosen for the study were 

taken from intensive literature survey and expert’s opinion as to what variables will be applicable to the specific region 

chosen. The following is the concept map depicting the various concepts, dimensions and variables involved in the study.  
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Table 3-1: Concept Map 

Concept Dimension Variable 

Transaction Costs Distance Accessibility/distance of closest bank 

  Outreach of banks (no of outlets) 

  Transport connectivity to the bank 

  Requirement of another person (in case of woman) for travelling 

  Distance/Accessibility of ROSCAs/SHGs 

 Cost Cost of travelling to and from bank 

  Cost of minimum balance 

  Cost of account opening 

  Cost of  each withdrawal 

  Other costs involved in travelling (eating outside, water, job leave etc.) 

  Cost of each Transaction 

  If offered, cost of deposit collection service  

 Time Time of travelling 

  Bank Timings (does it hinder with day to day work) 

  Waiting time in bank queues 

  Time taken to complete a transaction 

  Time taken for an ROSCA/SHG transaction 

  Time taken to visit a ROSCA/SHG centre  

 Institutional Requirements Ease of procedure of deposit/withdrawal 

  Requirement of help to fill out the forms 

  KYC norms, identity card, etc. 

  Frequency of deposits in ROSCA/SHG 

   

   

Trust  Unreliability of a SHGs/ROSCAs 

  Risk of embezzlement in a SHG/ROSCA 

  Safety of money deposited 

  Trust on deposit collection service if offered 

  Possibility of fraud in informal savings 

  Trust on formal savings 

   

Information/Knowledge gaps Awareness of financial services offered by the banks 

  Awareness of utility if the services offered 

  Awareness of ROSCA/SHG services 

  Means through which people come to know of these services 
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  Any existing financial service frequently used 

   

Liquidity of Savings How much of existing savings is in the form of investments 

  Facility of multiple deposit and withdrawal in a month 

  Savings rate offered by banks 

  Savings rate offered by SHGs 

  Withdrawal facility in SHGs 

  Possibility of locking up money in banks  

  Any returns for savings in informal savings 

   

Social constraints Spending for relatives 

  Relation duties for kith/kin preventing savings 

  Dependence on relatives in times of credit 

  Possibility of locking up money in banks  

  Informal savings with relatives 

  Impact of savings in ROSCAs due to any kith/kin 

  Possibility of joint account 

   

Regulatory Barriers KYC details 

  Status of Aadhar 

  Presence of any other proof of identification 

Based on the above variables, a questionnaire was formed to study the effect of different factors across the different channels of 

savings. The questionnaire consisted of 24 questions, containing a mix of open-ended and structured questions. These questionnaires 

were filled by taking the interviews of the respondents.  

3.1.2 CHANNELS OF SAVINGS CHOSEN FOR STUDY 

The various channels available for savings for the poor is given below. The list is selected for a given region – these channels are 

region specific. They were selected after doing a pilot study in the region involving a questionnaire based survey. The number 

samples taken for pilot study was 5. Based on that data, the following channels of savings were chosen to be included in the study.  

Though Insurance is not a savings option, it was a very prevalent option in the locality, for the poor to invest. So Insurance was also 

taken to see if it has any effect on the savings behaviour. 

Table 3-2: Channels of Savings used in the study 

Formal Informal (in groups) Informal (Individuals) Non profit Informal (Individuals)  profit 

Banks Chit Fund Kith and kin Private Money Lender 

Post Office SHG   

Insurance    

 

3.1.3 AREAS COVERED FOR SAMPLE 

The study was focused on samples collected from sub-urban region pirangut, Pune.  The following are the areas covered during 

sample collection.  

 Lavale 

 Mugaon 

 Muthe 
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 Paud 

 Pimpri 

 Urwade 

 Katawadi 

 Ghotavade 

 Ekole 

 Dasave 

 Chinchwad 

 Boini 

 Andgoan 

The questionnaire consisted of 24 questions – a mix of open ended and structured questions – were asked to elicit responses. The 

questionnaire aimed to study how different factors interplay in choosing a particular channel of saving. A total of 61 interviews were 

conducted, out of which 29 respondents were female and 32 respondents were male. The demography of respondent varied from 23 

years old to 5 years old. The most common job of the population included things like construction worker, Kirana shop, Daily Farm 

workers, house maid, Milk vendors etc.  

SAMPLING 

The type of sampling involved in the analysis was a mix of two techniques - random sampling and convenience sampling. 

Convenience sampling is a non-probability sampling technique where the samples are chosen because of their proximity and 

accessibility to the researcher. In all research, it would be ideal to test the entire population but most often that can’t be the case. A 

simple random sample represents the population while a convenient sample will inherently have a sample bias. Here, the convenient 

sampling was chosen because of practical considerations. It was not possible within the limited time available, to carry out a 

comprehensive random sampling for data collection. So a mix of both simple random sampling and convenience sampling was used 

to collect data. Many roadside vendors, tea stall owners were randomly approached for responses. Through some neighbours, relatives 

and acquaintance, their house maids, gardener, etc. were approached for responses. There was no audio recording done, because many 

of the respondents refused to give replies when informed about audio recording. The responses were recorded in a questionnaire and a 

total of 61 samples were collected.  

3.2 DATA ANALYSIS 

 

The main part of analysis involved was qualitative data analysis as the responses were in the form of interviews. The procedure 

involved in qualitative data analysis is described in brief below. The basic crux is to find codes from interviews and group inter-

related codes into themes. The themes were then arranged, the frequency of them occurring found and from that insights were 

developed regarding the savings in different channel. The procedure involved is described below.  

3.2.1 QUALITATIVE CONTENT ANALYSIS 

Qualitative Content analysis represents a technique to analyse text replies and derive insights from the content. It is a systematic 

approach to derive meaningful insights form the content of the interviews. Qualitative Content analysis was first developed in the 

field of Psychology were most of the research are all qualitative data. (Mayring, June 2000) 

The main purpose of content analysis is to reduce the data available in the form of codes and analyse the codes to derive meaning. The 

object/input for content analysis can be interviews, recorded message, blogs, tweets, discourses, video tapes, any sort of recoded 

communication.  

Theories and procedure involved in qualitative content analysis 

Analysis of qualitative data will go through some of the following steps. The order may vary from case to case basis. But the major 

steps entailed in the qualitative data analysis is give below: 

 Cleaning and familiarizing with the data through reading and reviewing 

 Transcription of the original recorded material 

 Organizing the data by removing redundant material and indexing them for easy retrieval 

 Coding of the data 

 Identification of themes/categories from codes 

 Re-coding 

 Development of relationship between different themes 

 Refinement of themes 

 Development of provisional theory 

 Testing of theory against data 

 Conclusion and report writing 
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There are two major types of procedure for category development – the inductive category development and deductive category 

development. These two methods are embedded in two basic theories – Grounded Theory and Framework Analysis.  

Inductive category Development 

Inductive Category Development is based on the theory of Grounded Theory. Grounded Theory was developed from the research by 

sociologist Glaser and Strauss (Lacey & Luff, 2007) Glaser and Strauss believed in the induction of themes/ categories i.e. theory 

should be ‘grounded’ in rigorous empirical research rather than the data being interpreted by the existing theoretical framework. This 

is the basic premise of grounded theory. Inductive Category development is an analysis where, as the name suggests, it is inductive in 

nature. The theory emerges from the research because of a structured analysis of the observation carried out. It is important to 

emphasis here that the aim of the research is a theory – the final output that emerges from in this methodology is a theory.      

 

There are few answers to the question of how to develop the themes/categories. It is more of an art than science. The procedure of 

developing the themes aren’t well described. But there has been some attempts to structure the process of inductive category 

development (Mayring, June 2000). One of the procedure as developed by Mayring is given in the next page. The main idea of the 

procedure is to determine a ‘criterion of definition’ from the existing literature and theoretical background. This criterion determines 

the textual message taken into context. With this criterion as backbone, the material is worked through and tentative categories are 

developed. The feedback loop provides necessary check to refine and fine tune the categories developed (Mayring, June 2000) 

 

Figure 3-1: Inductive Category Development 

Source: (Mayring, June 2000) 

 

DEDUCTIVE CATEGORY DEVELPOMENT 

Deductive category development works within the categories already developed and established in the literature. All the categories are 

theoretically derived aspects. The methodology of the Deductive category development aims at applying the theoretical category in a 

structured and controlled way to the text and develop themes out of it. One of the model used in Deductive category development is 

given below (Mayring, June 2000) 
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Figure 3-2: Deductive Category Development 

Source: (Mayring, June 2000) 

The main idea is to define explicit all the coding rules for each theme and under what rules does a passage classify under a particular 

code. All the rules are put together into a coding agenda.  

This project did not involve any use of software for coding. The nature of study is inductive – in the sense, the project was carried out 

to understand the different factors affecting the savings in a specific geographical location. But the nature of coding procedure is 

deductive – in the sense, that the existing major factors affecting the savings were used as the bed rock upon which the analysis was 

carried out. The major quantitative analysis this project involved is the use of some basic descriptive statistics like mean, median and 

mode and some inferential statistics like Chi-Square test and ANOVA test. These basic statistical test were used to complement the 

findings from qualitative data analysis.  

3.2.2 LIMITATIONS OF THE STUDY 

The study conducted pertains to a specific geographical location – selected villages in the suburban regions around Pune. The results 

can’t be generalized, they are specific to the mentioned location and it denotes the financial and social dynamics existing there. No 

attempt has been made to generalize the findings observed. The sampling procedure involved a mix of both simple random sampling 

and convenience sampling.  

4 ANALYSIS AND INFERENCE 

4.1 QUALITATIVE ANALYSIS 

 

The following steps were done in the qualitative analysis of the responses: 

 Cleaning and organizing the data 

 Write the transcript of all interviews  

 Read and delete redundant information 

 Form codes from the transcript (Coding) 

 Form themes from the codes 

 Refine the codes and fine-tune the themes 

 See the frequency of themes 

 Derive Insights 
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4.1.1 TRANSCRIPT OF THE DATA 

 

The transcripts of the interview were written in first person. The transcripts were read and re-read to make sure all the relevant 

information is captured. This step must also ensure that redundant information was removed. The final transcript should be in a format 

ready to use for coding them. Transcript writing is a tedious process and enough care must be taken, to capture all the information. 

The repetitiveness of the procedure could be mind-boggling. Enough time and attention should be given to writing the transcript 

procedure. As a sample a list of 5 transcripts of the interview is given for the benefit of the reader: 

 

1. Name:  Ratnavali 

Age:  27 

 Gender: Female 

 Occupation: Housewife 

 

“I have an account in the bank and I am involved in SHG, wherein I take small loans, repay them back every week. I was saving  

regularly in post office but now I have stopped. I had to withdraw the money for an emergency purpose. Will start saving again in the 

post office. I don’t have a PMJDY account. I didn’t need it. The bank and post office are within a kilometre from my home. I go to 

bank or post office by walk. For SHG, an agent comes to home. The waiting time in banks takes at max 15 min. I don’t need  a 

company to go to bank, I can go alone. I use bank to deposit money. I am a housewife hence bank timings are very convenient. I don’t 

know what returns I get from the bank but I trust them with my money. I don’t trust chit fund so I don’t deposit there. I try to stick to 

as much as possible to banks or at the maximum post office to deposit my money. I can’t read and write. I need help to fill the form all 

the time. It becomes too difficult at times, especially during rush hour. I would very much like to have the flexibility to withdraw 

money whenever I like- the financial needs are as such, I don’t have surplus to lock it. But I would very much like to lock it, even 

though I am not able to, as it gives more returns and saves unnecessary spending.  I came to know about banks, post office schemes 

through my husband and his colleagues. I joined SHG at the insistence of my neighbour. I trust the agent who comes to collect the 

money for SHG, he is known relative. I have not faced any sort of difficulties in any of the channels of savings.  

 

2. Name:  Savitri bhai 

Age:  53 

 Gender: Female 

 Occupation: Helper- Anganwadi (kindergarten) 

 

“I have a bank account and I have one policy in LIC. Apart from that I don’t have much savings. In bank also I don’t deposit any 

money. My monthly salary gets credited there. I withdraw everything for monthly expenses. The money is less for running the family. 

Many of the needs are not met. At times even for monthly running of the family, I take some small credit from my relatives. I don’t 

have a PMJDY account. The bank branch and post office is less than a kilometre from my home. I go there by walk. For LIC 

payments, agent comes to my home. I need a company to go to bank, I can’t go alone, and I am afraid do so. It does cost something to 

go to bank as I go by public transport. Initially I had to pay ₹500 to open the bank account. I use bank only for withdrawing  money; 

that too I do through ATM. So literally I don’t go to bank only. I don’t know what returns we get through any of the savings scheme. I 

can’t read or write, I need help to fill out forms in the bank. I don’t get to know many of the things because of I can’t read or write. I 

trust banks and post office very much as they are government institution but I don’t trust chit fund. I keep hearing many cases wherein 

they get cheated by chit funds. So I won’t put money there. I would like it very much to withdraw money whenever I want. My 

financial dynamics are such that I can’t afford to lock up money. If there is surplus money, there is a point in locking up. But I don’t 

have any surplus. I won’t prefer to lock up money. I came to know about bank through my office. My salary gets credited there . I 

don’t have any other problems in channels of savings.”  

 

3. Name:  C. Anand rao Gayikwad 

Age:  39 

 Gender: Male 

 Occupation: Laundry man 
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“I have a savings account in post office and I have PMJDY account. I don’t have LIC policies, chit fund and all. I use post office 

account frequently to deposit money whatever I can. I use PMJDY account for getting government subsidies for gas cylinder and 

other state government benefits. Apart from that I don’t use banks for much of anything, Savings is through post office account. The 

bank branch and post office account is very far to house. Post office is more than ½ kilometre, while for bank you need to travel 

around 10 kilometre. Post office is more convenient than bank to travel because it takes less time to reach.  I go by public transport to 

bank/post office. It doesn’t cost anything at all. I had to pay initially ₹1000 to open post office savings account. For PMJDY account I 

didn’t pay anything. In my experience it takes much less time to perform a transaction in a post office than in a bank. It takes on an 

average around 10 minutes in post office but takes ½ hour in a bank.  One more problem that I face is the filling of the forms. I 

require help all the time to fill out the forms. I have no idea what returns I get from post office. Some of my neighbours recommended 

it. So I am using it. Also I trust post office very much because it is a government run institution. I prefer to lock money for a long 

period than have the ability to withdraw whenever i want because it gives more returns. Right now I am able to save regularly for my 

children. I would prefer to lock it than put in normal savings account. I have not faced any other problems.  

 

4. Name:  Suganthi Mahanthi 

Age:  37 

 Gender: Female 

 Occupation: Maid at private office 

 

“I have a savings account in bank and I have some LIC policies as savings plan. I don’t have a PMJDY account. I try to regularly 

save in the bank account. The bank branch is around 2 km from my home. For LIC deposits, an agent comes to my house. I need a 

company to during my visits to bank. I am not used to going alone. I go by walk to bank, hence it doesn’t cost anything. When I 

opened the account I had to pay ₹500. It remains to this day as minimum balance. One big problem with banks is that it takes lot of 

time to carry out a transaction. Many a times I have spent around 1 hour to carry out a transaction. It hinders a lot with my work. 

Also I can’t read and write. So I require help to fill out the required forms for deposits. I don’t know the returns given by the bank but 

I trust them with my money. I believe my money is safe with the bank. I trust LIC also very much. Both are government institutions. I 

don’t trust chit fund. Hence I don’t save in chits. I would like to withdraw money whenever I want. I would also prefer to lock it up. I 

am equal preference to both the options. From my experience, I trust the agent service very much. This LIC agent is a relative of 

mine. Such known people are there as agents, I have no problem with agent services. I have not faced any other problems in different 

channels of savings. 

5. Name:  shuban sheik 

Age:  39 

Gender: Male 

 Occupation: Welder 

“I have a savings bank account and I have some chits through some friends of mine. I use bank account frequently to save. I don’t 

have a PMJDY account. Gas subsidies gets deposited in my bank account only. Bank branch is very close to house. It is within a km 

distance. Chit funds are with my neighbours. Don’t need to travel anywhere. It doesn’t cost anything to travel to the bank. I t takes 

around ½ hour to compete a transaction. But chit fund deposit doesn’t take that long. I get a return of 3% in banks but chit fund 

returns are unpredictable.  I don’t need help to fill out forms, I can read and write Tamil. I trust banks and post office much more 

than chit fund. I would not venture to save in chit fund but since these are my friends, and out of their compulsion I have joined in it. I 

would like it very much to lock the money so that I could get higher returns. But I am not able to do so. My situation is such that I 

need to withdraw money whenever I want. For me returns are also important. So I would prefer a product with both high returns and 

liquidity. While taking a loan in bank it takes nearly all the day for the procedure to get filled. I can’t afford to take a leave from my 

work.  I lose that day’s wage. I don’t trust chit fund but I am investing because of some compulsion.  

4.1.2 CODING 

 

The next step involved is the development of codes. Here it was deductive category development which was used in building codes. A 

fair idea of the different theoretical concepts involved, was acquired from the literature. Using concepts in min, the codes were 

developed. It was manually done as a sample size of 61 isn’t too big for the help of any specialized software. Coding is a very crucial 

step and it must be done with great attention to detail. All the possible codes from a transcript must be formed. When the analysis 

depends on the frequency of the themes/codes, it is very important not to miss any codes and equally important not to duplicate any 

code. Enough time, concentration and attention must be given during the coding process. Anything that is repetitive becomes boring. 

Care must be taken to ensure rigour in the coding process.  
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4.1.3 ANALYSIS AND INFERENCE 

 

Initial Observation 

The initial observation involved in just gathering some insights from the data. This is just to represent the 

superficial picture. The in-depth analysis of each different channel involved supersedes the initial analysis in 

the following sections. 

Savings in different channel 

The first insight that was developed from the themes was the number of respondents who were saving in a particular channel. The 

result is given below in the chart. It can be seen that banks rank first in number of respondents actively saving in it. Around 46% of 

the respondents are actively saving in banks. After banks, the next predominant channel for saving is SHG. 22% of the respondents 

actively save in SHG. 17% of the respondents save in post office and 10% in chit fund. Savings with Kith and Kin remains the least at 

1%.  

 

Figure4-1: Savings in Different Channels  

 

The first insight this data gives is the predominant use of banks for savings. This shows the penetration of banks in the locality chosen 

for study. The geographical location of the areas is very close to the city Pune. Rural People need to travel a great distance every time 

to access a bank. Accessibility of banks is one of the most important factor in deciding its usage (Chandrasekhar, 2015). Though there 

is less accessibility, people still preferring to save in banks. The next insight is the higher preference of SHG for saving than post 

office. Though post office is a formal channel and generally trusted more than informal channel SHG remains a very popular channel 

for savings.  Chit fund still remains a lively channel for saving with around 10% of respondents actively saving in it. Savings with kith 

& kin remains the lowest at a meagre 1%.  

Usage in different channels 

Poor use many different channels for different purpose apart from saving. As stated by Rutherford, common financial decisions of the 

poor are savings, investment in cattle, asbestos and other commodities, spending for relatives, etc. (Rutherford S. , 1998). The 

responses were elicited as to the usage of different channels including savings. The result is given below in the graph.  

Figure 4-2: Usage in Different Channels 
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It can be seen that around 86% of the respondents actively use banks. Poor use banks for a variety of reasons such as savings, getting 

Government subsidies, loans, paying LIC, salary, etc. For many, like contract workers, Anganwadi workers, it is mandatory to use 

bank accounts for receiving salary. This necessitated the active usage of banks, at least for withdrawing cash. After banks, it was the 

insurance which was the most used channel. Around 44% of the respondents were quoted as having insurance scheme. The only 

insurance that was prevalent was Life Insurance. It was surprising that in many cases, poor were not able to afford to save 

regularly but they were actively investing in the insurance policy.  

The usage in SHG was found to be around 27% with most common uses being savings and credit. Post office usage was around 17% 

with savings being the only use. Around 10% actively uses Chit Funds and that too for only savings purpose. The different usage of 

the different channels, as found out from the survey, is given below.  

 

Table 4-3: Various Uses of Different Channels 

Uses of Different Channels 

Banks  Salary, Government Subsidies, Loan, Savings, Paying LIC 

Post office Savings 

SHG Savings, Loans, Emergency Credit 

Chit Savings 

Kith & Kin Emergency Credit, Savings 

Private Money Lender Emergency Credit 

Insurance Life Insurance 

Channels sought during Emergency 

 

During the time of emergency, which channel does a poor predominantly use? Does the robust savings prevalent in the formal 

systems help them during the time of crisis? It has been found around 80% of the respondents would seek informal channels during 

the time of emergency. The graph is shown below. 

Figure 4-4: Channels sought during Emergency 
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Kith and Kin remains the most obvious choice during the time of crisis with around 53% of the respondents seeking it. Relatives are a 

major source of credit during emergency (Karlan, 2014). Even with existence of active formal savings, it remains a very popular 

channel during emergency. Private Money Lenders comes next to Kith and Kin. Around 20% of the respondents seeks credit from 

private money lender during the time of crisis. The interest rates are exorbitantly high in private lending. But the easy availability of 

cash, when it is needed, makes this channel a very attractive option.  

 

Banks and Post office together contribute only to 20% of respondents using them during emergency. These channel can be used only 

if money is already saved. If some term deposits are used, then liquidity becomes a problem during urgent need. Hence formal 

channel remains unpopular for the usage during emergency.  

Channels Influenced by Kith and Kin 

Kith and Kin may not remain an active channel for saving. But they influence the savings in other channels a lot. Kith and Kin 

remains one of the most important reason for a poor to choose a particular channel and trust it. It may be because his neighbor/relative 

just recommended it, or it may be because his relatives are involved in it, the poor’s decision is greatly influenced by them (Karlan, 

2014) 

From the survey, it was found that informal channels are those that are majorly affected by kith and kin. Of the total people 

influenced, around 55% of them were influenced to use an informal channel. Around 60% of the respondents who are using the SHG, 

joined because of the influence of Kith and Kin.  

The influence ranges from coming to know about the channel, trusting the agent service employed by SHG and trusting the SHG 

itself.  As far as Chit fund is concerned, all the people who are involved in savings did so because of some sort of influence by kith 

and kin. It may be peer pressure or trust, because of a known face. But without the influence of kith and kin there would be no usage 

of Chit Funds.  

 

 

Figure 4-5: Channels Influenced by Kith & Kin 
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Savings in Banks 

It has always been a question in the literature to see whether financial inclusion has led to significant increase in savings of the poor in 

the formal system (give reference). The region of study has a very good penetration of banks. They are mostly sub-urban regions with 

good connectivity and access to financial systems. It can be seen that not only the penetration of banks is high (97% of respondents 

have a bank account, at the minimum) but the usage of the banks is also very high. We saw that around 86% of respondents are 

actively using banks for one reason or other. Savings in bank is a very popular option for the poor in this locality. Around 45% of the 

respondents are actively saving in banks. Though savings in the bank is high, it is mostly in savings account. People do not use any 

sort of term deposit to get higher returns. As is shown in the graph, in the next page, around 70% of the respondents who save prefers 

liquidity and hence use only savings account. They don’t want to lock up money even though it might give higher returns. They prefer 

to have the flexibility to withdraw their money whenever they want.  

Figure 4-6: Savings in Banks 
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Figure 4-7: Liquidity & Returns 

 

Reasons for Non-Active Savings 

 

The reasons for non-active savings were elicited during the interview from the respondents. The responses were coded and formed 

into themes whose frequency is given below. Dire Financial situation and No Motive to save ranked as the major reasons for not 

saving actively. Dire Financial Situation refers to the condition where the poor is not able to get any surplus to save. The main 

reason of not saving is not due to non-availability of savings option but rather because there is no money.  

Mr. Shivaji thatwal, Attender, says 

“I am a hostel attender here in SYMBIOSIS hostel. I am a contract labour. Contract staffs are paid 3 times less the amount than the 

permanent staff for the same position. I get around ₹10,000 per month. All the money goes to rent, child’s school fees, water bill, 

electricity bill, monthly expenses. What will I do with just 7000 in Pune? It is not even enough for one person. I have a family too. 

Savings is very difficult for my financial situation. Nothing is left to save.” 

Figure 4- 8: Reasons for Non-Active Savings 
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Mrs Kavitha Bhai, 16, Vegetable vendor says that  

 

“Actually I have not thought about saving. I am very young and I have lot of ambition to buy different things. So whenever I get 

surplus money I buy something. I don’t save. Have not seriously thought about it. Why to save now only? We’ll do it after marriage. 

Anyways you can’t enjoy life after marriage.” 

 

The other kind of age group who don’t have any motivation to save is the elderly people. Many of the poor in this category still work. 

But they don’t think about saving. For them, their commitments are over. So no need to save. Earn whatever is required to live today.  

The younger generation may soon start saving as they get settled in their life but the other age group, the older generation, aren’t any 

more interested in savings. 

Ms. Ayeshabhai, 55, Flower vendor, says that  

 

“I have a savings account in Bank of Maharastra. My husband passed away 3 years back. My son is also married and he is doing 

something to take care of his family. I am mainly working to take care of my needs. I don’t want to depend on him for my expenses. I 

would also like to spend something for my grandchildren. For that too I need money. Hence I work. But I really don’t want to save 

anything big and all. What would I do with money? I am old and I am ready to die. Just want to spend the rest of my days without 

depending on anybody. Whatever I earn I just enough for me.” 

It’s very interesting to see that around 20% of the respondents have quoted that they aren’t using the banks because of the 

inconvenience in the operation. Bank’s operational inconvenience has been because of three factors 

 Waiting time 

 Opening Cost/Minimum Balance Requirement 

 Inconvenience of filling forms 

In case of women, dependence on others for travel also affects the operational convenience of the banks.  This sub-group of 

respondents, prefer to save through some other channel, like post office and SHG, because of factors like higher waiting time in banks 

or dependence on others to fill form. More about operational inconvenience of banks we’ll see separately in the following sections. 

 

Some of the poor who are Government employees, like Line Man, railway Attender or Hostel Attender,  aren’t actively saving 

because they are eligible for Provident Fund (PF). 10% of their salary is automatically invested in PF. They don’t involve in anymore 

savings. There are also other factors like existing loan, savings money already used which contributes to poor not saving. Around 12% 

of the population don’t save because of existing loans. Around 8% don’t save because they have used the money for an emergency 

and they have yet to begin saving again.  

Major Factors Influencing the Banks 

 

It has been very clear that the usage of banks is very high among the sample of respondents. The savings in the bank is also pretty 

high compared to the reported values in literature (insert citation and the values). Why is it so? To answer that, the responses of all 

the respondents, irrespective of their bank usage, was analyzed to see which factors predominantly occur. Accessibility, Liquidity, 

Trustworthiness, Inconvenience of Operation, Safety and Returns emerged as the most commonly occurring themes. Their frequency 

of occurrence is given below in the graph. 
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Figure 4-9: Major Factors influencing the Banks  

 

 

ACCESSIBILITY 

Around 90% of the respondents, irrespective of whether they use banks or not, have quoted that the accessibility of the banks is very 

high.  Accessibility of any financial institution is basically composed of two factors 

 The ease of reach – how close the institution is 

 The ease of travel – how easy is it to travel to the institution 

 

In this research, the condition of having very easy reach to financial institution and easy travel to the institution is defined as just 

Accessibility and the condition where the reach of financial institution and travel is difficult, is termed as Low Accessibility.  

 

By Accessibility here, it implicitly implies High Accessibility. The following graph show the response of the respondents as to the 

accessibility of the banks. It can be seen that around 92% of the respondents quote that the accessibility to the bank is very high and 

only 6.8% of the respondents quote that the accessibility is low. 
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The average cost it takes to travel to banks is around ₹7, average time taken for reaching bank is 10 min and the average distance of 

the nearest bank branch is around 2 km. It doesn’t take any time to reach there. It doesn’t cost much to travel. 

Figure 4- 11: Accessibility of Banks  

 

A hypothesis testing was carried out to see whether the accessibility of banks affects the savings of the poor. To do this, three 

different one-way ANOVA tests were carried out to test 3 different hypotheses. They were 

 The Distance of Bank is same for the poor who save and don’t save 

 The Time of Travel is same for the poor who save and don’t save 

 The Cost of Travel is same for the poor who save and don’t save 

 

All the above one-way ANOVA test were carried out using MS Excel 2013. The sub-group of sample chosen for the hypothesis 

testing, consists of the respondents who owns a bank account. The result is tabulated below. Only the p-value and level of significance 

is given. The test was carried out 5% Level of Significance. 

 

Table 4-12: Hypothesis Testing - Accessibility of Banks 

Hypothesis p-value 

Is the Distance of Bank same for the poor who save and don’t save? 

 

0.2963**1 

Is the Time of Travel same for the poor who save and don’t save? 

 

0.8313 ** 

Is the Cost of Travel same for the poor who save and don’t save? 

 

0.6171 ** 

 

All the 3 p-values are above 0.05 (significance level). Hence, we accept the null hypothesis in all the cases. The result of the ANOVA 

test clearly indicates the following: 
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 The distance bank remains the same irrespective of whether people save regularly or not. This shows that the distance of 

bank doesn’t affect the savings of poor 

 The time of travel to banks remains the same irrespective of whether people save regularly or not. This shows that the time of 

travel doesn’t affect the savings of poor 

 The cost of travel to banks remains the same irrespective of whether people save regularly or not. This shows that the cost of 

travel doesn’t affect the savings of poor 

 

Hypothesis testing proves that the accessibility of banks doesn’t affect the savings of the poor in them. So it is very clear, that the 

accessibility of the banks is very high. Stiglitz found that the single most important factor in determining the account opening is the 

geographical proximity of the financial institution (Stiglitz J. E., 1986). Chandrasekhar observed that accessibility is the foremost 

roadblock to savings of the poor in the formal institution (Chandrasekhar, 2015). The result of the survey corroborates with this 

finding that, in this region, where the accessibility is high, the savings in formal institution is also high. The usage of the 

formal institution is also high.  

LIQUIDITY 

Liquidity is the preference for having liquid cash. Liquidity refers to the ability to withdraw money whenever required from the 

account. In the survey, people were asked about their preference to withdraw the money or to lock it up. It has been found that around 

83% of the respondents prefer liquidity and around only 32% of respondents prefers locking up money. Majority of the respondents 

prefers liquidity in their savings product compares to locking up money. Galdway and O’Donnell have found through a survey that 

the top priority of the savings product offering is Liquidity and Safety of Money. The literature result, that liquidity is a veryimportant 

preference among the poor has been established by this survey.  

 

 

Figure 4-13: Liquidity Preference 
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deposit is much lower than the preference for it.  
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Figure 4-14: Accounts in Banks 

 

 

TRUSTWORTHINESS & SAFETY 

Trustworthiness and Safety are two very important requirements for a poor saver. It has been reported in the literature that poor prefer 

safety of money and trust of formal institution more than the returns that it gives (Otero, 1989) (Vogel & Burkett, 1986). In the 

research, the respondents were quizzed about the trustworthiness and safety of banks. The results are summarized below.  

Trustworthiness 

Trustworthiness of the financial institution is very important to the regular savings of the people. Otero (Otero, 1989) has found that, 

more than even the failure of financial institution, fraud leaves an ever lasting impression. Dupas et al (insert citation) have found that, 

in western Kenya, even when the account opening fee was waived, the usage of the account remained very less because of lack of 

trust in financial institution (insert citation Dupas). Hence Trust in financial institution is a very important factor for the active savings 

of the poor in them.  

 

 

Figure 4-15: Safety and Trustworthiness of Banks 
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Figure 4-16: Trustworthiness of Banks 

 

Safety 

Safety of money in banks plays a crucial role in deciding the channel of savings. Vogel/Burket reported that poor savers are less 

sensitive to changes in interest rates. For a poor interest rate is not an over-riding factor in deciding the saving option. Other factors 

like, liquidity and safety of money takes precedence to returns (Vogel & Burket, 1986).  

 

The respondents were requested to rate the safety of banks in a scale ranging from Very High Safety to Very Low Safety. The 

response is given in the next page. Around 34% of the total respondents have said that the safety of the banks is very high. The 

fascinating thing is, there was not even one respondent who rated the safety of the bank as low or very low. The trustworthiness of the 

banks is very high. Hence people trusts, their money is safe with banks. Which just leads to the corollary that the safety of the banks is 

indeed very high. The fascinating thing is, there was not even one respondent who rated the safety of the bank as low or very low. The 

trustworthiness of the banks is very high. Hence people trusts, their money is safe with banks. Which just leads to the corollary that 

the safety of the banks is indeed very high.  

Figure 4- 17: Safety of Money in Banks 

  

 

But what is more interesting is that, when these respondents were quizzed as to the returns the bank gives. They prefer safety, yes, but 

do they have knowledge of the returns the bank give? The results were intriguing. Many of them said they don’t even know what 

returns the bank gives. Around 95% of them said they are indifferent towards return. The primary purpose of banks is safety. 

They don’t care about higher returns. After safety, what they prefer is liquidity. 
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Figure 4-18: Indifference towards Return 

 

Hence, as Vogel/Burket have stated, interest rate may not be an overarching factor while deciding the channel of saving.  The 

poor rate safety and liquidity far higher than returns.  

For e.g. Mr. Vittal, Flower vendor, says that 

“I don’t put money primarily in banks and post offices for higher returns. They are primarily put for safety.” 

Mrs. Kalpana, Housewife, says that,  

“I don’t have any idea about returns. The priority is not returns but safety of money. That’s why I use bank account for saving. I have 

no problem in putting my money there.” 

 

INCONVENIENCE OF OPERATION 

In the previous section - Non-active savings in banks - it was seen that around 20% respondents have quoted the operational 

inconvenience of the banks as the main reason for not saving in them. Operational inconvenience of the banks has defined based on 

the following parameters 

 High Opening Cost 

 High Waiting Time 

 Inconvenience in Filling Form 

 (in case of women) Accompaniment of someone for travelling 
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Figure 4 -19: Operational Inconvenience in Banks  

 

45% of the total sample of respondent quoted that the waiting time in banks is very high. As can be seen in the below graph, the 

average waiting time in banks is around 32 minutes. Half an hour, in isolation may not be big. But compare it with other channels of 

savings, we get to know the real picture. 30 minutes becomes a really significant number. The average waiting time in post office is 

16 minutes, in SHG and Chit fund, it is around 4 minutes. There have been instances, where the respondent says, on an average, they 

wait around an hour in banks to complete a transaction. Such high waiting time hinders active savings. Stiglitz reports that waiting 

time in lines has significant impact in savings of the poor (Stiglitz J. E., 1986). Similar results have been obtained in this research 

where the high waiting time in banks negatively affects the savings behaviour of the poor. 

 

Figure 4-20: Waiting Time in Savings channel  

 

The next factor in operational inconvenience is opening cost in banking channel. The minimum balance requirement translates into 

the opening cost the poor pay for the account. This money can’t be utilized further by them. As seen the graph below, opening cost in 

banks is not the highest. Chit Fund occupies that honour with an average cost of ₹3250. Banks come second with an average cost of 

₹565, which is much higher to the average cost of ₹300 in post office or ₹237 in SHG. Around 20% of the total respondents have 

quoted that opening cost in banks is too high. They don’t to prefer to open an account there.  

 

 

 

 

 

 

0 0.05 0.1 0.15 0.2 0.25 0.3 0.35 0.4 0.45 0.5

High Waiting time

Needs help in filling form

High opening cost

% respondents

Operational Inconvenience in Banks 

0 10 20 30 40

Time (min)

Waiting Time in Savings Channel
SHG

Chit Fund

Post
Office
Banks

http://www.jetir.org/


© 2020 JETIR March 2020, Volume 7, Issue 3                                                                    www.jetir.org (ISSN-2349-5162) 

JETIR2003222 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 1519 
 

Figure 4-21: Opening Cost in Savings Channel  

 

The procedure of filling forms in banks requires the poor to be able to read, comprehend and write. This procedure hinders the people 

who can’t read/write to use the channels effectively. Every time they would require another person’s help to fill the form. This does 

hinder the saving of the poor in formal channel. In the research, around 46% of the respondents quoted they don’t need help, 41% of 

the respondents quoted they need help and around 13% of the respondents quoted they need help sometimes.  

Figure 4-22: Form Filling in Banks 

 

The respondents were also requested to rate the convenience of form filling procedure. Interestingly, around 45% of the respondents 

feel that the procedure of filling form is very inconvenient. Around 5% feel the procedure is inconvenient.  

Figure 4 -23: Convenience of Form Filling Procedure 

 

This shows that, even though the number of respondents who required help was less than those who didn’t require help, the rating was 

higher for inconvenience of form filling. The procedure per se, was felt inconvenient, irrespective of the fact whether the person can 

read or write. This demonstrates that banks could do something to simplify the procedure of form filling, which will help the poor a 

lot.  

A hypothesis testing was carried out to see the impact of operational inconvenience of banks on the saving behaviour of the poor. The 

following hypothesis were formulated to carry out the ANOVA test  
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 The waiting time is same for the poor who save and who don't save 

 The need of help in filling the forms is same for the poor who save and who don't save 

The first hypothesis was tested using one-way ANOVA and the second was tested using Chi-Square test for categorical variables. 

Both the statistical tests were done using MS-Excel 2013. The results are tabulated below. The Level of Significance was chosen at 

5%.  Only the p-value is given in the table. 

Table 4-1: Hypothesis Testing –Operational Inconvenience 

Hypothesis p-value 

The waiting time is same for the poor who save and who don't save 0.0080 ** 

The need of help in filling the forms is same for the poor who save and 

who don't save 

0.0420 ** 

 

  

The p-values of both the test are below 0.05. Hence we reject Null Hypothesis. There is no any statistical proof to accept Null 

Hypothesis. This shows that the waiting is different for people who save and who don’t save. Also the need of help in filling the forms 

is different for people who save and who don’t save. This shows that the inconvenience of operation plays a critical role in savings 

decision of the poor in banks. To find the exact relationship between, further studies need to be carried out.  

Post Office 

The next major channel available for the poor is the post office. The penetration of post offices in rural India is much higher than 

banks. That’s one of the main reasons for its popularity among poor people for savings. In the research, the study was not conducted 

in rural areas, in a strict sense. The regions were selected from sub-urban areas and the poor were targeted as sample. Still, Post 

offices remained a very popular alternative choice of savings.  

As can be seen from the table below, around 25% of the total respondents use post office. People who actively save in post office are 

around 17%. About 9% of the people who have post office account don’t save regularly in it. Post office clearly doesn’t remain as 

popular as banks in terms of usage.  

Table 4-2: Savings in Post Office 

 

 No of Respondents % of 

respondents 

No of Respondents who use post Office account 15 0.254 

Respondents who don’t save 5 0.085 

Respondents who save regularly 10 0.169 

 

 

Of the people who hold a post office account, around 67% actively uses it for savings and 33% don’t use it for savings. The 

respondents who don’t save regularly in post office have all quoted that they don’t use now, because the money has matured and they 

have taken the amount. They have yet to begin one more deposit. That remains the only reason for not actively saving in post office.  
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Figure 4-24: Savings in Post Office 

 

It was very interesting, though, to analyse why people save. When the responses of the people who actively save was analysed, two 

common themes emerged from it. 9 out of 10 respondents said that they prefer to save in post office than banks. The preference to 

save in post office, it seems, arises because of lack of preference to save in banks.  

 

Table 4-3: Savings in Post Office 

Respondents who actively save in Post Office 10 

Respondents who prefer Post office to Banks 9 

 

 

When the reason was furthered probed, it was found that two common theme emerged from all the 9 respondents. It is given in the 

below table.  

Common Themes No of Respondents 

Inconvenience of Banks 9 

Convenience of Post Offices 9 

 

All the 9 respondents, who have said they prefer post office to banks, have said so because of ease of convenience of operation in post 

office and inconvenience of operation in banks. For e.g. Mrs. Karishma, Housemaid, states that 

“I did not have bank account because of minimum balance requirement. I can only save small amount and in Post Office, an agent 

came to my home to collect such deposits. Hence, post office account was much more comfortable in saving small amounts.” 

A hypothesis test was performed to check if the convenience of operation in post office is significantly different from the convenience 

of operation in banks. 

To achieve the end, two hypotheses were formed. They are: 

 The Initial account opening cost in post office is less than banks 

 The waiting time in post office is less than the waiting time in banks 

 

A t-tail test, for sample means with unequal variances, was carried out to check the above hypotheses. The variances were first 

checked with F-test to confirm if they are equal or unequal. The analysis was carried out in MS Excel 2013 and the result is tabulated 

below. The p-value at 5% level of significance is shown below: 
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Table 4-4: Hypothesis Testing: Convenience of Post office  

Hypothesis p-value one tail test  

Is the initial account opening cost in post office less than banks? 0.0171 ** 

Is the waiting time in post office lesser than banks? 0.0004 ** 

 

 

Both the p-values are less than 0.05 and hence there is no any statistical proof to accept null hypothesis. So Null Hypothesis was 

rejected. This proofs that the waiting time and account opening cost in post office is indeed significantly lesser than in banks. The 

conclusion is that post office is more convenient than banks in terms of its operation.  

 

Major Factors Influencing Post Office 

 

The major themes, resultant from the responses, conforming to post office were analysed and summarized in the graph below. The 

theme with highest frequency was Accessibility. 25% of the respondents feel that Accessibility of post office is very high.  The other 

two major themes that stemmed from survey were Trustworthiness and Convenience of Operation. 22% of respondents cited 

Trustworthiness of banks very high and 20% respondents cited Convenience of Operation as very high. Each of these themes 

influences the poor in choosing this particular channel.  

Figure 4-25: Major Themes in Post Office 

 

 

ACCESSIBILITY 

Accessibility of any channel can be studied by examining two dimensions 

 The Ease of Reach 

 The Ease of Travel 

Ease of Reach has been captured by two variables  

 Average Distance to the financial institution 

 Average Time taken to reach there. 

 

Ease of Travel has been described by the following variable 

 Average Cost taken to reach the institution 

 

The values for each of these variables throws a very clear light into the Accessibility of the post office. The average distance to the 

post office is 1.65 km, the average cost it takes to reach there is ₹4.28 and the average time it takes to reach post office is 9 minutes. 

One more advantage in post office is the widespread use of agent service. Agent service makes it easy for depositing money, negating 

the need to depend on somebody else for travel, especially in case of women.  
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Figure 4-26: Accessibility of Banks 

 

 

Though accessibility of post office is very high, it can’t be said that it has led to the extensive use of them for savings. Among the 

formal channels of savings, banks by far remain very popular than post office, in terms of usage. It may be because of the fact that 

banks offer a comprehensive set of financial services, whereas the usage of post office is restricted to just savings.  

 

CONVENIENCE OF OPERATION 

Convenience of Operation has been defined on the basis of the following variables  

 Average Waiting Time in Post Office 

 Average Opening cost of account 

 Agent Service employed  

 

Around 20% of the respondents have stated that the convenience of operation in post office is very high. The values of the variables, 

observed from the study, clearly indicates the very high convenience of operation. The average waiting time in post office is 16 

minutes and the average opening cost in post office is ₹302.  

Table 4-5: Convenience of Operation in Post Office 

 

 

 

 

The average cost of post office is lower compared to banks. The waiting time in post office also is much less compared to banks (refer 

Fig. 4-21). These enable the poor to complete her transaction faster. Agent service is another important variable that affects the 

convenience of operation. Agents collect the deposit from home, help in filling the form and prevents the necessity to wait in lines to 

put money in the account. Agent service is very prevalent, as far as savings in post office is concerned. Around 50% of the 

respondents who save in post office, employs the agent service.  

 

Respondents using Agent Service (for 

respondents for actively save) 

 

50% 

 

Agent service increases the convenience of operation. The trust in agent service, is a different question though. This is where kith and 

kin plays a significant role in deciding the channel. Many trust the agent service because either the agent is a friend, relative or 

neighbour.   

Avg Distance ( km )

Avg Time ( min )

Avg Cost ( ₹ )

0

2

4

6

8

10

1.65

9

4.28

Accessibility of Post Office

Average Waiting Time (min) 16 

Average Opening Cost (₹) 302 

http://www.jetir.org/


© 2020 JETIR March 2020, Volume 7, Issue 3                                                                    www.jetir.org (ISSN-2349-5162) 

JETIR2003222 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 1524 
 

Insurance 

 

Insurance is for primarily used for mitigating the impact of any loss. Life insurance is primarily a contract where the policy holder 

gets paid a certain sum of money by the insurer, upon his death or if the contract specifies, any grievous injury. For this option, the 

policy holder should pay a premium amount. Insurance was considered here for the study, even though it is not a savings option, 

because during the pilot study, it was found that life insurance was a very prevalent option among the financial decisions of the poor 

in the geographical location. Hence it was chosen to study the factors influencing the insurance of the poor.  

   

USAGE OF INSURANCE  

 

Around 44% of respondents stated they actively use insurance and hold a policy. In fact, Insurance stands second in terms of usage. 

Half the sample size has any one of the many life insurance policies. The popularity of insurance was very striking. There have been 

respondents who have quoted that they prefer insurance to savings.  They want to insure their life firs, before they start savings.  

Table 4-6: Active Usage in Insurance 

Life Insurance No of 

Respondents 

% of Respondents 

Active Usage  26 44.07% 

 

 

ROLE OF AGENT SERVICE 

One of the major influence in the usage of Insurance is the role played by agent service. Agent service impacts all the major themes 

that emerged from insurance. The usage of agent service in insurance is very widespread. Around 60% of the respondents who have 

insurance policy, use agent service. The remaining 40% pay through their bank accounts. For government employees, the bank 

automatically deducts the insurance amount from their account. Ohers need to go to bank and pay.  
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Figure 4-27: Major Themes - Insurance 

 

Accessibility & Convenience of Operation 

Agents come to the poor’s house and collect deposit. They negate the need to travel to financial institution like banks or the need to 

wait in lines, fill the form, etc. to make a deposit. They go around, seeking clients, because their profits depend on the number of 

clients they serve. Hence agent service plays a very important role in increasing the accessibility and convenience of operation. 

Around 13% respondents state the insurance channel is very accessible and 28% quote that the insurance channel is very convenient 

to use. It can be seen from the values below that the average transaction time in Insurance is hardly 4.75 minutes. The average 

distance travelled to pay the deposit is around 2 km.  

Table 4-7: Accessibility & Convenience of Operation - Insurance 

Average Distance (km) 2.08 

Average Transaction Time (min) 4.75 

Influence of Kith and Kin 

Agent service may play a very important role in Insurance. But the trust in agent service is impacted by the influence of kith and kin. 

Kith and Kin have two important impacts 

 They influence the choosing of insurance scheme 

 They influence the trust in agent service 

 

The influence can be due to the fact that agents is a relative/friend, a neighbour may suggest about the scheme, a neighbour may use 

the agent service which may prompt the poor in doing so. But impact of kith and kin can’t be understated.  

Mr. Suresh, says that 

 

“For paying LIC deposit I don’t need to go anywhere. An agent comes to my house. I do not trust agent service also. But this agent, 

the one who comes for LIC deposit is a friend of mine. Unless I know the person I won’t trust him with my money. Hence, agent 

service I’ll use with caution” 

For e.g. Mr.Lohit Das, driver, says that 

 

“For collecting LIC deposit, an agent comes to my house. He is my friend. On his insistence I joined in LIC”. 

 

The impact of kith and kin is very subtle. The poor may not save with them. We may talk about accessibility, liquidity, safety, trust as 

all very important factors in a poor choosing a channel. But many of their decision, may actually be due to the single fact that a 

relative is an agent, a friend requested him to invest, etc. It is always very prudent to keep in mind the behavioural aspects of the 

people when deciding to offer a savings product to them. 
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Embezzlement of Money 

Around 4% of the respondent quoted that they had been embezzled by the agent. LIC may be a government institution, but there are 

many cases, also been observed in this research, that agent swindles away with the money. The trust in agent service is very much 

affected by it.  

 

Figure 4-28: Trustworthiness of Agent Service  

 

 

When the people were quizzed to rate the trust of the agent service, 45% of the respondents didn’t trust agent service, 46% of 

respondents trusted the agent service, and the remaining were neutral towards it. The trust in agent service should not be taken for 

granted like that of trust in banks. There have been enough scars from the agent related embezzlement to leave people sceptical about 

it.  

For e.g. R Shanthi, 45, Tea Stall Owner, 

 

“I don’t trust agent service at all. I lost lot of money while paying LIC deposit through agent. I lost nearly ₹25000 because of agents. 

He took my money and went off. I haven’t used agent service thereafter”.  

Agent Service influences the convenience of operation by a great margin but it has its own perils. It’s a double-edged sword which 

can be used to increase customers as well as destroy reputation. Hence, trust in agent service is imperative if it has to be used 

successfully.  

 

Self-Help Groups (SHG) 

 

SHG is a community-based financial intermediary, usually composed of 10-20 members, who gather together for saving and helping 

each other during the emergency times. SHGs have grown, in popularity and usage, to such an extent, that nowadays they cater 

holistically, to the financial needs of the poor, covering the entire gamut from providing deposit and loan service to providing 

employment opportunity (Mishra) 

The literature has reported that the usage of SHGs for savings is very popular among poor (NABARD, 2013).  In the pilot study 

conducted, it was revealed that SHG is a popular choice of savings for the poor. Hence among other channels, SHG was also studied.  

The overall usage was low compared to banks. Only around 27% of the respondents reported that they actively use SHGs. But the 

popularity of SHGs, in terms of usage, is higher than post office. It is the most utilized channel for savings after banks (refer Figure 5-

4). Of this 27% respondents, around 76% actively saves and 24% don’t use it for saving. The people who don’t save, generally use it 

for one of the two other purposes – taking loans regularly and during the time of emergency.  
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Figure 4-29: Usage in SHGs 

 

The different uses of SHGs, by the respondents, who service them is given below. Around 76% utilize for saving in them, 17% 

employ it for taking loan and around 5% for any emergency purpose. By far, the usage of SHG for savings, remain the most popular 

compared to other uses. About 18% of the respondents reported that the interest rates charged in SHGs are very high and they find it 

difficult to repay them.  

 

 

This can be a reason why only 17% of the respondents use it for taking credit. Weekly payments also make it unattractive to take 

loans. 

Table4-8: Uses of SHGs 

Uses of SHG % Respondents  

Savings 76.47% 

Loan 17.65% 

Emergency Purpose 5.88% 

 

It has been reported in literature that SHG, being an informal channel, is used extensively during emergencies. But it was observed 

here that only 5% of the respondents who use SHG, actually utilize them during emergencies. The respondents clearly prefer other 

sources of credit than SHG during such times.  

 

Major Themes – SHG 

 

The purpose of the study was not just to see the usage of the channel but also to see what factors affect them. The themes were 

developed and the frequency is plotted below. Accessibility and Convenience of Operation were most occurred themes with 27% 

respondents quoting so. Influence of Kith and Kin has a frequency of 15% and Lack of Trust 10%.  
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Figure 4-30: Major Themes - SHG 

 

 

Accessibility and Convenience of Operation 

27% of the respondents were reported to be using SHG and all the 27% reported that the accessibility and convenience of operation of 

SHG to be very high. The average distance the poor need to travel for making a deposit is 0.87 km. In fact, SHG ranks lowest as far 

the distance to a financial institution is concerned. The average time taken to reach SHG is around 5 minutes and the average cost it 

takes to travel is ₹0. The SHG are so close by, that people choose to walk. Not even one respondent quoted that they require any 

money to travel 

Table 4-9: Accessibility of SHG 

Average Distance (km) 0.872727 

Average Cost (₹) 0 

Average Time of Travel (min) 5.818182 

  

The convenience of operation in SHG is because of three parameters – less waiting time, low opening cost and no need of filling 

forms. The combination of all three makes the process of deposit in a SHG very easy and comfortable. As shown in the table below, 

average waiting time in SHG is only 4 minutes. You need to go to the institution, give the money to the leader and come back home. 

Account opening cost is around ₹237.5 which is much less compared to the formal channels – banks and post offices (refer figure 4-

21). There is no any need to fill the forms. Many SHG also employ the use of agents which negates even the need to travel. Around 

60% of the respondents who use SHG, employs agent service for deposits.  

Table 4-10: Convenience of Operation in SHG 

Average Waiting Time (min) 4.125 

Average Opening Cost (₹) 237.5 

 

 

The literature finds that the accessibility of informal channels-in particular SHG- is very high. This is one of the main reasons for their 

extensive use by the poor (Karlan, 2014). This research also corroborates the result that accessibility of SHG is very high. Also the 

convenience of operation is also very high making it easy for the poor to deposit money.  

Influence of Kith and Kin 

Kith and Kin plays a very important role in two ways –  

 Influences the trust in the informal channel 

 Influences the trust in agent service 
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Around 10% of respondents have quoted that they lack trust in SHG and its agent service. The results are interesting when you 

analyse the response for the trustworthiness of SHG among the people who use them. 56% of the respondents, actively using SHG, 

have quoted that they lack trust in SHG and they joined because a relative/neighbour/friend is a member in it. If not for them, they 

would neither trust SHG nor it’s agent service.  

Hence the trust in informal channel is very much impacted by the influence of Kith and Kin. The usage of informal channel is still 

popular, in the region where the accessibility of formal channels is very high, because of the influence of kith and kin.  The exact 

impact of their influence in the savings behaviour can further be studies to understand them better.  

Chit Funds 

 

The next popular channel of saving available to the poor is chit funds. Chit funds are nothing but ROSCAs only that they are called so 

in India. Chit funds in India are still in use, even though there have been many a cases of scams (2016). People still continue to use 

them.  

In the research sample, only 10% of the respondents actively save in chit fund. Clearly the usage remains low, even though every one 

of the respondent was aware of chit funds. The reason for its unpopularity was not because of lack of awareness. The reason was 

further probed using the themes that emerged from the responses for the usage of chit fund.  

Figure 4-31: Savings in Chit Fund 

 

 

Major Themes – Chit Fund 

 

The most intriguing result that emerged from the observation was the lack of trust that is prevalent of Chit Funds. About 56% of total 

respondents reported that they don’t trust chit funds. The respondents were requested to score the trustworthiness of chit fund from 0 

to 10 with 0 being Most Untrustworthy and 10 being Most Trustworthy. The average score turned out to be 3. People have no trust in 

chit fund and it clearly gets shown in the usage of the channel. Then why does that 10% of respondents use? Is there any common 

factor that impacts their decision? Or is it just coincidence. The responses of the poor who save in chit funds was further probed and it 

was found that 5 out of 6 people who save in chit fund is because of the influence of kith and kin.  
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Figure 4-32: Major Themes - Chit Fund 

 

It seems, peer pressure from kith and kin is the only reason that people save in chit fund. They trust their money and put in it because 

some relative/friend/neighbour is involved in it.  

For e.g. Mr.Shabraj, Welder, states, 

“I have some chits through some friends of mine. I don’t trust chit fund but I am investing because of some compulsion” 

Like other informal channels, the convenience of operation is very high in chit funds. Agent service makes the process of deposit very 

easy. But the average opening cost is highest in chit fund (refer Figure 4-21). It is around ₹1320, which is a very substantial sum for a 

poor. It is also one of the reasons for the very low usage of chit funds. The other informal channels – Kith and Kin and Private Money 

Lender- are not used in respect to savings. They are primarily used for credit during the time of emergency.  

Does Bank usage affect the usage of other channels?  

In this study, we saw the predominant presence of banks. All the other channels of savings were not as popular in usage as that of 

banks. Does the savings in banks affect the savings in other channels? To test this, a Chi-square analysis was done on the following 

hypotheses 

 The savings in Banks and the savings in Post Office are independent 

 The savings in Banks and the savings in SHGs are independent 

 The savings in Banks and the savings in Chit Funds are independent 

 

Chi-square analysis was done in MS-Excel 2013 at a significance level of 5%. The p-values for the chi-square test is given below.  

Hypothesis 

Table 4-11: Hypothesis Testing - Does bank usage affect the usage of other 

channels 

p-Value 

The savings in Banks and the savings in Post Office are independent 0.18 

The savings in Banks and the savings in SHGs are independent 0.063 

The savings in Banks and the savings in Chit Funds are independent 0.075 

 

 

The p-value of all three hypotheses are greater than 5%. The chi-square tests show that the null hypotheses are true and that the 

savings in banks and savings in other channels is independent. The p-value of second and third hypotheses are very close to 5% (6.3 

% and 7.5%). At a higher significance level (say 10%), the null hypotheses would have been rejected. But at 5% level of significance, 

it seems that there is dependence between savings in banks and savings in other channel. Further, rigorous tests are required to study, 

in-depth and find the relation between savings in banks and savings in other channels.   
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Does Age affect savings behaviour?  

As part of the research, some hypotheses testing was done to see the effect of age group on savings behaviour. It is just a digression 

from the original objective, but it throws insight into the effect of savings behaviour. The following hypotheses were formulated and 

tested.  

 Liquidity preference is same across age groups 

 Savings in bank is same across age group 

 Need for help in filling form is same across age groups 

 Preference to lock up money is same across age group.  

 

Chi-Square and one-way ANOVA tests were performed in MS-Excel 2013. The level of significance is 5%. The results are tabled 

below. Only the p-value is given here. Other statistical parameters are not shown for the sake of simplicity. 

Hypotheses  

Table 4-12: Hypothesis Testing - Influence of Age Group 

p-value 

Liquidity preference is same across age groups 0.58 ** 

Savings in bank is same across age group 0.695 ** 

Need for help in filling form is same across age groups 0.983 ** 

Preference to lock up money is same across age group.  0.381 ** 

 

The p-value of all the four hypotheses were much greater than the α value of 5%. It is very clear that there is significant statistical 

proof to accept null hypothesis.  The important observations that can be made are: 

 The liquidity preference of poor is same across all same age group. The young generation (age group 21-30) has same 

liquidity preference compared with other generation age group poor.  

 The preference to save in bank doesn’t seem to change with age group. It was expected, from the observations made during 

interview that the older age group poor will have lesser preference to save in banks. But there seems to be no significant 

statistical difference of saving preference between age groups 

 The need for help is same across age group. With the exposure to social media, smart phones and other technology, it was 

reckoned likely that the younger generation will have lesser need for help in form filling. But the chi-square test shows there 

is no statistical difference between age groups.  

 The last hypothesis is the preference to lock up money. This preference too doesn’t vary across different age group.  

These tests show that, age-group has little implication in the savings characteristics of poor. The preference for liquidity, need for 

help, the preference for locking up money appears to be similar across different age-group. There doesn’t seem to be any age bias in 

these savings preference. 

5 CONCLUSION 

5.1 KEY FINDINGS 

The objective of the project was to study the savings of the poor across different channels available to them, in a particular 

geographical location. The important conclusions have been enumerated below 

 Banks are the most popular choice for savings. Banks are used by 86% of the respondents with 47.5% actively saving in 

them.  

 The most important factor that affects savings in the bank is the Inconvenience of Operation. Higher waiting time, higher 

opening cost and the need for help to fill forms hinder the robust savings in banks. One-way ANOVA test showed that the 

waiting time in banks for poor who save and who don’t save are significantly different; Chi- square test showed the need for 

help to fill forms is also significantly different between the poor who save and who don’t save. The p-values of the respective 

hypotheses are .0084 and .0420 

 Accessibility and Trustworthiness of the banks are the greatest enablers that help poor to actively save in banks 

 The convenience of operation in post office is much higher than the convenience of operation in banks. The hypothesis 

testing showed that waiting time and opening cost are significantly lesser than that of banks. The one-tail p value of these 

hypotheses are 0.0004 and 0.0171. The test was performed at 5% level of significance.   

 Life insurance seems to be a very prevalent financial option for the poor. 46% of the respondents have an insurance policy. 

The preference for insurance is impacted by the influence of kith and kin.  
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 SHG is the most popular option for saving among informal channels. The convenience of operation and the influence of kith 

and kin are the major factor that affects the choosing of SHGs. 

 Chit Funds are the least trusted channel for saving with 56% of respondents quoting that the lack trust in chit funds. 4% of 

the respondents even reported to have been embezzled in chit funds. 

 Kith & Kin and Private Money Lenders are the most popular choice of credit during the time of emergency. Even though the 

usage of bank is widespread, the poor rarely approach them for credit at the time of crisis. This shows that the dependence on 

formal channels for emergency has not become prevalent among poor. 

5.2 SUGGESTIONS  

5.2.1 FOR FURTHER RESEARCH 

 Mathematical models could be developed to quantify the influence of different factor on savings behaviour 

 Predictive models could be established, to predict the savings behaviour under the impact of different factors 

 A similar test could be carried out in a different geographical location to compare the results.  

5.2.2 FOR BANKS/NBFCs 

 The inconvenience of operation is an important roadblock to vigorous savings in formal institutions. Steps can be taken to 

reduce waiting time and simplify the procedure of filling forms for the poor.  

 Agent Service increases the convenience of operation to the poor. The formal institutions can think of introducing agent 

services to collect deposit.  

 Liquidity preference seems to outweigh the preference to lockup. The ideal savings offering should be a mix of liquid and ill-

liquid product so that the poor could get more returns and also have liquidity. The current scheme of term deposits doesn’t 

seem to be working. 

5.2.3 LIMITATIONS OF THE STUDY 

 

The study was conducted in the sub-urban regions in and around Pune. The results obtained were specific to the particular 

geographical location. No attempt has been made to generalize them. The sampling procedure done was a mix of both simple random 

sampling and convenience sampling. The limitations of the sampling procedure are inherent in the results.  
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